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The  Goor 
Jeep, Grande  . 

Now  Available  WithAVB. 
There  Is  No  Bad  News. 


Just  when  you  thought  you  had 
heard  all  the  good  news  that  Jeep 
had  to  offer  this  year  with  the 
introduction  of  Grand  Cherokee, 
we're  making  headlines  again. 

Presenting  the  5.2  litre  V8. 
With  220  horsepower,  this  avail- 
able engine  makes  Jeep  Grand 
Cherokee  Limited  the  most  pow- 
erful sport  utility  vehicle  in  its 
class.  And  the  only  one  capable  of 
towing  a  massive  6500  pounds.* 

Of  course.  Jeep  Grand 
Cherokee's  advantages  go  beyond 
horsepower.  It  also  comes  with 
such  advanced  standard  features 
as  the  revolutionary  Quadra-Trac' 
all-the-time  four-wheel  drive 
system  that  automatically  adjusts 
itself  to  different  road  conditions. 
A  four-wheel  anti-lock  brake 
system.  And  an  exclusive  standard 
driver's  side  air  bag. 

For  more  information,  call 
1-800-JEEP-EAGLE.  And  see 
why  Grand  Cherokee's  new  V8  is 
^^^  the  most  powerful  news 
WifJk^  story  to  come  out  of  the 
^'£^,  4x4  world  this  year. 

There's  Only  One  Jeep!.^ 

A  Division  of  the  Chrysler  Corporation. 


See  limited  warranties,  restrictions,  and  details  at  dealer.  *With 
optional  Class  IV  trailer  towing  package.  Jeep  is  a  registered 
trademark  of  Chrysler  Corporation.  Buckle  up  for  safety. 
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feel  so  depressed? 

You'd  Cry  Too  58 

By  Peggy  Noonan 

We  are  the  first  generations  of  man 
that  expected  to  find  happiness  here 
on  earth,  and  our  search  for  it  has 
caused  such — unhappiness. 

The  Space  To  Chase  Rainbows      72 

By  John  Updike 

American  plenty,  to  taste  right,  needs 

a  seasoning  of  idealism. 

So  Much  Of  The  Joy  Is  Gone         86 

By  Dick  Schaap 

"The  owners  screwed  the  players  for 
100  years.  We've  been  screwing  them 
for  5.  We've  got  95  more  years." 

Too  Much  To  Think  About  98 

By  Saul  Bellow 

Can  it  be  we  are  tired  of  whatever  it  is 
that  we  in  fact  are,  and  we  now  want 
to  rise  above  all  tiresome  differences.^ 

Contradictions  Of  Capitalism     110 

By  James  Q.  Wilson 

The  three  reasons  for  our  problem: 

prosperity,  freedom  and  democracy. 


A  De-Moralized  Society?  120 

By  Gertrude  Himmelfarb 

There  is  nothing  fanciftil  about  our 

fears  and  grievances. 
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By  Henry  Louis  Gates  Jr. 
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of  times — and  the  best  of  times. 
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irreversible  mediocrity. 
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A  Tragicomedy  In  Four  Scenes   160 

By  Simon  Schama 
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democracy  is  at  hand. 

An  Awakened  Conscience  176 

By  Paul  Johnson 

Americans  know  that  debt  accumula- 
tion is  wrong.  As  individuals  they  feel 
powerless  to  do  anything.  As  collec- 
tive voters  they  are  divided. 
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Compiled  by  Michael  Schuman 
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By  Jean  Sherman  Chatzky 
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Strange  to  say, 
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We  found  $30  billiorj 


We  found  $200  million  for  one  Fortune  500*company.  And  $32 
million  for  another. 

We're  finding  millions  for  big  companies  and  small  companies. 
Perhaps  you'd  like  us  to  find  something  for  you.  We  can.  By  applying 

better  management  to 
the  purchase  and 
delivery  of  health  care. 

Our  experience  in 
lowering  medical  costs 
suggests  that  the  wide 
adoption  of  our  programs 
and  techniques  could 
save  American  business 
$30  billion.  Annually. 

Easier  said  than  done, 
you  say?  True,  what 
we  have  may  not  be  a 
panacea.  Because  there 
isn't  one.  The  problem  is 
too  complex  for  that 

But  what  we  can  offer 
your  company  are 
solutions  that  are  working  right  now  out  in  the  real  world.  Solutions 
that  can  help  you  control  costs  without  sacrificing  the  quality  of  care. 
In  fact,  our  goal  is  to  improve  it 
And  we  can  do  it  in  a  way  that  employees  won't  find  hard  to  swallow 
Let's  get  started.  You  don't  have  to  leap  into  the  future.  You  can 
take  it  one  step  at  a  time.  Because  we  offer  such  an  array  of  products 


Vbxdd  you  like  some? 

and  services,  we  can  bring  you  along  at  the  pace  that  suits  you. 

Our  health  care  options  include  everything  from  traditional 
indemnity  plans  and  preferred  provider  networks  to  HMOs  and  plans 
that  integrate  our  HMO  and  indemnity  options. 

And  each  one  offers  you  successively  higher  levels  of  cost  controls. 

So,  how  do  we  get  your  employees  on  board? 

The  key  is  flexibility  and  freedom  of  choice.  And  making  sure  that 
quality  is  not  compromised.  Recently,  for  example,  94%  of  the 
members  enrolled  in  our  healthplan  rated  their  physicians  highly. 

Not  a  bad  barometer  of  employee  satisfaction. 

With  our  integrated  health  care  programs,  your  employees  can 
receive  medical  care  from  physicians  within  an  HMO  network  or  select 
physicians  fram  outside  the  network. 

Giving  them  access  to  the  best  features  of  both  HMO  and  traditional 
indemnity  insurance  coverage. 

What's  in  it  for  you?  Combining  choice  and  the  kind  of  health  care 
management  we're  talking  about  helps  you  rein  in  runaway  costs, 
giving  you  greater  administrative  convenience  and  efficiency. 

How  committed  are  we?  So  committed  we  have  created  one  of  the 
most  extensive  health  care  networks  in  the  country.  Serving  75%  of 
urban  markets  and  over  2  million  people. 

So  committed  we've  created  the  nation's  leading  provider  of 
employee  life  and  health  benefits. 

So  committed  we  can  help  you  in  everything  from  health  and  dental 
care  to  life  and  disability  plans,  too.  Call  CIGNA  Employee  Benefits 
Companies,  1-800-782-0782. 

And  we'll  show  you  how  to  find  what  every  company  is  looking  for 

Your  rightful  share  of  $30  billion. 


We  get  paid  for  results! 


CIGNA 
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The  printer  with  a  split  personality 


The  HP  DeskJet  500C. 
Prints  crisp  black  & 
white  and  color  for  only 


^,095: 


Sometimes  the  Hewlett-Packard 
DeskJet  500C  is  a  black  and  white 
printer.  Smart-looking,  formal,  very 
businesslike.  And  because  it's  a 
Hewlett-Packard  inlget  printer,  it  gives 
you  laser-quality  printing  with  clean, 
crisp  type  and  graphics.  For  a  very 
logical  price. 

But  other  times  the  DeskJet  500C  is 
a  color  printer  Just  snap  in  a  cartridge 
and  check  out  its  wilder  side.  Get  the 
same  clear,  sharp  print  quality.  But  in 
color  Choose  from  thousands  of  dif- 
fereiit  shades  to  really  make  your  pro- 
posals and  presentations  come  to  life. 

Get  the  HP  DeskJet  500C  for  PCs  or 
the  DeskWriter  C  for  Macintosh.  Both 


come  with  HP's  three-year  limited 
warranty.  They  print  on  plain  paper  or 
transparency  and  work  with  all  the 
popular  software.  They're  easy  to  use 
and  small  enough  to  fit  on  your  desk. 

To  see  a  demonstration  of  how  the 
DeskJet  500C  or  Desk\\¥iter  C  can  add 
some  personality  to  anything  you 
print,  call  1-800-552-8500,  Ext.  3069 
for  a  print  sample  and  the  name  of 
the  authorized  HP  dealer  nearest  you. 
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HEWLETT 
PACKARD 


Call  now  for  our 
free  dividend  study. 

After  ALL,  there's  more 

TO  THE  MARKET  THAN 
YOUR  BROKER'S  OPINION. 
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4^M{^'r      When  you  open  an 

account  with  a  full-cost 
^^    broker,  just  what  kind  of 
information  are  you  getting? 
Sure,  your  broker  has 
w      access  to  a  research  depart- 
ment. But  considering  his  firm's 
inventory,  sales  goals  and  commission 
system,  you  have  to  wonder  if  the  "informa- 
tion" you  receive  is  actually  in  your  best 
interest. 

At  Quick  &  Reilly,  w^e  don't  have  this 
conflict.    Because  instead  of  giving  you 
subjective  recommendations,  our  New  Breed 
of  Broker  provides 
you  with  the  unbi- 
ased market  facts, 
quotes  and  news 
you  need  to  make 
your  own  informed 
decisions. 

For  example, 
you'll  receive  our  exclusive  dividend  study 
free  )ust  for  calling.  It  features  200  NYSE 
stocks  that  have  increased  their  dividends 
every  year  for  the  past  10  years. 

And  w^hen  you  become  a  Quick  &  Reilly 


investor,  you'll  also  receive  a  personal  broker. 
One  who  works  on  salary,  not  commission. 


giving  you 

FREE  DIVIDEND  STUDY 

only  the 

Call  now  for  more  information 

services  you 

and  we  '11  also  send  our  exclusive 

need,  we 

study  of  200  NYSE  stocks  that  have 

can  charge 

increased  their  dividends  every  year 

the  lowest 

for  the  past  10  years. 

rates  of 

Call  1  800  222-0^38  ext8305 

COMPARE  THE  NEW  BREED'' 

lOOsh 

300sh      lOOOsh 

@$40 

(3  $30    <?'$20 

Quick  (^Reilly 

$49 

SS2      $109 

Merrill  Lynch 

100 

204        374 

Charles  Schwab 

65 

107        144 

Fidelity 

54 

106        144 

brokerage  firm.  Up  to  7G%  less. 

Of  course,  if  you're  new  to  the  market 
and  find  your  broker  helpful,  by  all  means 
stay  where  you  are. 

But  if  you  re  making  your  own 
decisions,  give  us  a  call.  We'll  give 
you  something  substantially  more 
valuable  than  an  opinion. 

Call  now  /  800222-0-^386x1  8305 
for  complete  information  about  our 
New  Breed  of  Broker  and  our  free 
dividend  study. 

QUICK<s^REILLY 

A   NEW   BREED  o/  BROKE  R^" 
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The  Labels!  The  Artists!  The  Savings!     % 


Pieces  of  Africa  •  The  Kronos 
Quartet  performs  with  African 
musicians.  (Nonesuch)  10472 
Spirituals  In  Concert  • 
Kathleen  Battle  and  Jessye  Norman, 
sopranos.  (DG)  25254 
Horowitz  The  Poet  •  First- 
release  material  includes  Schumann, 
Kinderszenen  &  Schubert,  Sonata  in 
B-flat.  (DG)  25258 
Bernstein,  Jubilee  Gaines  •  Del 
Tredici,  Tattoo.  N.Y.  &  Israel 
Phil./Bemstein.(DG)  45402* 
Mozart  &  Leclair  Duos 
Itzhak  Perlman  &  Pinchas  Zuker- 
man,  violin  &  viola.  (RCA)  73331* 
Vivaldi,  The  Four  Seasons  • 
Nigel  Kennedy,  violin.  (Angel)  43419 
Chieftains:  The  Bells  of 
Dublin  •  With  Jackson  Browne, 
Elvis  Costello,  Marianne  Faithful, 
Nanci  Griffith,  Rickie  Lee  Jones, 
others.  (RCA)  10943 
Galway:  The  Wind  Beneath 
My  Wings  •  Send  in  the  Clowns, 
Come  to  My  Garden,  Unchained 
Melody,  more!  (R^A)  93731 
Segovia  Plays  Bach  .3  Pieces  for 
Lute,  Chaconne,  more.  (MCA)  63600 
Corigliano,  Symphony  No.  1 
Chicago  Symphony/Barenboim. 
(Erato)  63294* 

Kissin:  Schubert,  Wanderer 
Fantasy  •  Plus  Liszt,  Hungarian 
Rhapsody,  more  by  Brahms.  (DG) 

Tchaikovsky,  1812  Overture 

Chicago  Symphony /Solti. 
Romeo  &  Juliet,  Nutcracker  Suite. 
(London)  25179* 
Dvorak,  "New  World" 
Symphony  •  Cleveland  Orchestra' 
DohnSnyi.  (London)  15065 
Hoist,  The  Planets  •  New  York 
Philharmonic/Mehta.  (Teldec)  51994 
Red,  White  &  Brass  •  Canadian 
Brass  w/  members  of  the  New  York 
Phil.  &  Boston  Sym.  (Philips)  25298 
Segovia:  5  Centuries  of 
Spanish  Guitar  •  Sor,  Granados, 
Torroba.  (MCA)  54277 

not  available  on  cassette. 


The  Bach  Album  •  Kathleen 
Battle,  soprano;  Itzhak  Perlman, 
violin.  Billboard  bestseller!  (DG)  73670 
Pavarotti  In  Hyde  Park  •  A  "live" 
concert  featuring  Nessun  dorma;  'O 
Sole  mio;  more.  '(London)  40230* 
Carreras,  Domingo,  Pavarotti 
In  Concert  •  Mehta  conducts. 
(London)  35078 

Barber,  The  Lovers  •  Chicago 
Sym./Schenck.  Also  Prayers  of 
lOerkegaard.  (Koch)  33840* 
Tchaikovsky  Gala  In  Leningrad 
With  Itzhak  Perlman,  Jessye  Nor- 
man, Yo-yo  Ma,  more.  (RCA)  11144 
Essential  Opera  •  Opera  favorites 
with  Pavarotti,  Sutherland,  FrenL 
Carreras,  others.{London)  72889 
Mozart,  Reauiem,  K.  626 
Bernstein  conducts.  McLaughlin; 
Ewing;  Hadley;  Hauptmann. 
(DG)  35231* 

Tchaikovsky.  Sym.  No.  6 
"Pathetique    •  Romeo  &  Juliet. 
Montreal/Dutoit.  (London)  25092 
Hanson,  Sym.  No.  4  "Requiem" 
Seattle/Schwarz.  (Delos)  05626* 
Meditations  For  A  Quiet  Night 
Lyrical  selections  by  Elgar,  Sospin; 
more.  (Nimbus)  20800* 
Shostakovich,  S5'mphony  No.  5 
Berlin  Philharmoruc/Bychkov. 
(Philips)  15454 

Amazing  Grace  •  Jessye  Norman, 
soprano.  He's  Got  the  Whole  World 
In  His  Hands,  Ave  Maria, 
Greensleeves,  more.  (Philips)  25350 
Tribute  to  Segovia  •  Christopher 
Parkening,  guitar.  (Angel)  15499 
Beethoven,  Symphony  No.  9  • 
London  Classical  Players/ 
Norrington.  (Angel)  00467 
Toscanini  Highlights  •  From  the 
Complete  Collection.  Leonore 
Overture  No.  3,  Ride  of  the 
Valkyries;  more.  (RCA)  64406* 
Hitchcock,  Master  Of  Mayhem 
Music  from  Psycho,  North  By 
Northwest,  Vertigo,  Rear  Window, 
more.  (Pro  Arte)  10477 
Perlman:  Mozart,  Violin  Sonatas 
Daniel  Barenboim,  piano.  "Required 
listening  for  all  true  Mozarteans."  - 
Fan/are  (DG)  15024* 


Mahler,  Symphony  No.  1  •  Berlin  Phil. 
conducted  by  Claudio  Abbado.  (13G)  25441* 

Pavarotti  Songbook*  The  great 
tenor  sings  Volare,  Torna  a  Surriento,  O 
sole  mio,  more.  (London)  25275 
Kennedy:  Sibelius  &  Tchaikovsky 
Violin  Concertos  •  "A  very 
romantic  view  of  the  Tchaikovsky." 
Classic  CD  (EMI  Classics)  10741 
Screamers  (Circus  Marches)  • 
Eastman  Wind  Ensemble/Fennell. 
Also  March  Time.  (Mercury  Living 
Presence) 25362* 

Bartoli:  Mozart  Arias  'Andras 
Schiff,  piano.  (London)  34783* 
Granados,  Goyescas  •  Alicia 
deLarrocha,  piano.  "No  one  plays 
music  in  the  Spanish  idiom  quite  like 
[her]."  -  Audio  (RCA)  34565 
Watts:  Chopin  Recital  •  Watts' 
first  recording  in  3  years!  Etudes, 
Nocturnes,  more.  (EMI  Classics)  25390 
The  Sound  Of  Trumpets 
Gerard  Schwarz,  trumpet  & 
conductor.  Vivaldi,  Telemann, 
more.  (Delos)  10678* 
Clibum:  My  Favorite  Chopin 
"An  unusually  satisfying  Chopm 
recital."  -  High  Fidelity  (RCA)  10998 
Beethoven  &  Schumann 
Variations  •  Alfred  Brendel,  piano. 
"Recommended."  Fanfare  (Philips)  63939 
Love  Songs  •  Arleen  Auger, 
soprano.  Music  of  Strauss,  Poulenc, 
Quilter,  more.  (Delos)  21123* 
Beethoven,  Syms  Nos.  5  &  6  • 
Berlin  Phil./Karajan.  (DG)  15443* 
Pachelbel,  Canon  •  Palliard 
Chamber  Orchestra.  Albinoni, 
Adagio,  more.  (Erato)  11132* 
Brahms,  Cello  Sonatas  "Yo-yo 
Ma,  cello.  E.  Ax,  piano.  (RCA)  54044 
Ravel,  Bolero  •  Daphnis,  Suite  No. 
2,  La  Valse.  Cleveland  Orchestra/ 
Dohnanyi.  (Teldec)  25380 
1492:  Music  For  The  Age  Of 
Discovery  •  Waverly  Consort. 
(EMI  Classics)  15591* 
Poeme  •  Joshua  Bell,  violin.  A 
recital  of  French  music.  Chausson, 
Ravel,  Massenet  and  more. 
(London)  35165* 
Jascha  Heifetz  •  Beethoven  & 
Brahms  Concertos.  (RCA)  54208* 
Mozart,  Wind  Serenades,  K.  375 
&  K.  388  •  Orpheus  Chamber 
Orchestra  (DG)  15273 
Copland,  El  Salon  Mexico 
Clarinet  Concerto.  New  York 
PhUharmonic/Bemstein.  "Essenhal." 
Fanfare  (DG)  83588* 
Rossini,  Overtures  •  Orpheus 
Chamber  Orchestra.  (DG)  15527* 
Rachmaninov,  Sym.  No.  2  •  Orch. 
de  Paris/Bychkov.  (PhiUps)  25309 
The  Very  Best  of  the  Boston 
Pops  •  John  Williams  conducts. 
(Philips)  15319 

British  &  American  Band 
classics  •  Eastman  Wind  Ensemble/ 
Fennell.  Music  of  Hoist,  Jacob,  Walton, 
more.  (Mercury  Living  Presence)  25361* 
Gershwin,  Overtures  •  John 
McGlinn  conducts.  (Angel)  70391 
Strauss,  Ein  Heldenleben,  Till 
Eulenspiegel  .Chicago  Symphony/ 
Barenboim.  (Erato)  53662 
Sibelius,  Symphony  No.  2 
New  York  Philharmomc/ Mehta. 
(Teldec)  10820  o 

Mozart,  Symphony  No.  40;  "2 
Clarinet  Concerto  •  Hanover  u 
Band/Goodman.  (Nimbus)  10815* 
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A  very  special  occasion 

Although  man^'  U.S.  magazines  are  older  than  Forbes,  none  to  my 
knowledge  has  had  anything  like  Forbes'  75 -year  continuity  of 
management.  Family-owned  since  its  inception  in  1917,  it  has  had  a 
Forbes  at  the  editorial  helm  from  that  day  to  this:  founder  B.C.,  to  his 
passing  in  1954;  his  son,  Malcolm  Stevenson,  until  his  untimely 
death  in  1990;  and  now  Malcolm  Forbes  Jr. — Steve.  My  38  years 
here  have  spanned  slighdy  more  than  half  the  magazine's  history, 
and  in  31  years  as  editor  I  have  reported  to  two  of  the  three  editors- 
in-chief  (B.C.  died  the  month  before  I  was  hired  by  Malcolm). 

This  line  of  succession  notwithstanding,  the  modern  Forbes  is 
very  much  a  group  effort.  Were  I  to  list  all  the  staffers  who  made 
major  contributions  to  this  75th  anniversary'  issue  the  space  would 
contain  over  100  names.  1  must,  however,  single  out  a  few.  My  old 
comrade -in -ink  Shelley  Zalaznick  came  out  of  retirement  to  deal 
with  our  distinguished  guest  writers.  Bill  Baldwin,  as  remarkable  a 
combination  of  numeracy  and  literacy  as  I  have  met,  presided  over 
huge  chunks  of  the  contents.  Steve  Kichen  and  Don  Popp  and  their 
statistics  people  labored  overtime  to  assemble  the  statistics  that 
anchor  the  issue.  Everett  Halvorsen's  art  department  covered  them- 
selves with  glory  in  laying  out  and  illustrating  this  largest-ever 
Forbes;  special  mention  to  the  imaginative  Bob  Mansfield,  Andy 
Christie  and  Meredith  Nicholson.  Veteran  Dero  Saunders  did 
another  of  his  stimulating  Thoughts  On  The  Business  of  Life  and 
contributed  an  extra-large  dose  of  Flashbacks.  Laura  Jereski  and  her 
reporters  researched  American  history  to  write  many  of  the  then- 
and-now  comparisons.  And  my  hat — if  I  had  one — would  be  off  to 
Marlene  Mandel  and  her  copy  desk  and  proofreaders,  to  Jim  Cianelli 
and  his  photocomp  crew,  and  to  layout  manager  Robert  Crawford 
and  his  colleagues  in  production.  The  backstage  members  of  the  cast 
made  possible  the  572-page  drama  that  unfolds  here. 

Much  of  this  issue  is  devoted  to  a  single  question:  Why  is  this' 
nation  that  marched  so  proudly  into  the  20th  century  slouching  so 
dejectedly  toward  the  third  millennium?  In  these  pages,  1 1  deserved- 
ly famous  writers  wrestle  with  the  seeming  paradox. 

My  thanks  to  all  who  contributed  to  this  issue,  and  my  sincere 
gratitude  to  the  readers,  whose  loyalty  to  Forbes  has  helped  keep  me 
at  the  editor's  desk  for  so  many  exciting  years. 


C^Editor 
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Make  way  for  Edgai* 

Five  years  ago  {Au^.  24,  1987) 
Forbes  reported  on  the  Securities  & 
Exchange  Commission's  ambitious 
Electronic  Data  Gathering,  Analysis 
&  Retrieval  (Edgar)  project.  Edgar's 
fijnction  was  to  receive  financial  re- 
ports electronically  from  public  com-, 
panics,  and  instantaneously  dissemi- 
nate them  to  investors.  It  would  also 
use  computers  to  scan  documents  for 
worrisome  financial  ratios  and  dis- 
crepancies that  could  point  to  fraud. 
Whatever  happened  to  Edgar.>  Af- 


John  Penhollow,  Edgar  chief 

A  mother  lode  of  financial  data. 


ter  years  of  delays,  Edgar  is  finally 
about  to  deliver.  Companies  partici- 
pating in  Edgar's  voluntary'  program 
recently  began  filing  their  financial 
reports  electronically  on  the  newly 
operational  Edgar  system;  the  sec  will 
require  industrial  and  investment 
management  companies  to  file  elec- 
tronically beginning  next  April. 
Phase-in  of  all  shc:  registrants  should 
be  complete  by  mid- 1996. 

Because  none  of  the  filings  will  be 
copyrighted,  there  will  be  few  limita- 
tions on  how  vendors  can  repackage 
Edgar's  raw  data.  Subscribers  will  be 
able  to  receive  real-time  feeds  over 
dedicated  phone  lines  at  prices  start- 
ing at  around  $330,000  a  year.  Alter- 
natively, for  $125,000,  the  shc  will 
offer  the  data  on  magnetic  tapes  con- 
taining the  prior  day's  filings. 

When  Edgar  is  fully  up  to  speed, 
wholesale  subscribers  will  be  able  to 
create  serxices  that  will  enable  users  to 
search  documents  on  the  basis  of  both 
key'words  and  financial  data.  Thus,  for 
example,  a  user  could  search  for  all 
filings  with  the  words  "exchange  of- 
fer" or  "tender  ofter"  that  indicate  a 


capitalization  ratio  of  less  than  X  but 
greater  than  Y. 

Now  it  will  be  up  to  the  financial 
community  and  the  financial  media  to 
figure  out  how  to  put  all  this  informa- 
tion to  work.  John  Penhollow,  head 
of  the  project,  says:  "1  really  think  it 
will  take  the  rest  of  this  decade  before 
[Edgar  is]  fijlly  appreciated,  maybe 
longer." 

Un-diversifying 

Six  YEARS  AGO  Forbes  asked  Don  Fris- 
bee,  then  chief  executive  of  Portland, 
Ore.'s  giant  PacifiCorp,  how  success- 
fiil  the  utility  industry's  diversification 
eftbrts  were  likely  to  be  (June  16, 
1986).  His  reply  was  candid:  "Not 
very."  Why  do  it,  then?  Unlike  Pacifi- 
Corp, Frisbee  explained,  most  utili- 
ties were  diversifying  chiefly  as  a  way 
to  simply  sop  up  excess  cash. 

For  a  time  PacifiCorp's  diversifica- 
tion seemed  to  succeed  beautifijlly. 
With  sidelines  in  natural  resources, 
telecommunications  and  financial 
ser\'ices,  the  utility'  averaged  a  14.6% 
return  on  equit}'  from  1987  through 
1991 — well  above  industry  averages. 

But  it  now  looks  as  if  a  bit  of  that 
profitability'  was  illusory.  In  the  first 
quarter  PacifiCorp  took  a  $277  mil- 
lion afi:ertax  charge  ($1.05  a  share), 
mostlv  to  write  down  the  assets  in  its 


I  PacifiCorp 
I  Chief  Executive 
f  A.M.(AI)Gleason 
Back  to  basics. 


financial  services  subsidiary',  as  well  as 
oil  and  gas  properties  in  its  82% 
owned  Nerco  unit.  Nerco  has  piled  up 
debt  in  spending  $774  million  on  oil 
and  gas  acquisitions  since  1989.  Last 
month  it  announced  it  was  negotiat- 
ing the  sale  of  its  gold  and  silver 
mining  operation  to  pay  down  debt 
and  streamline  operations. 

Even  without  the  writeoffs,  Pacifi- 
Corp is  feeling  the  heat  from  its  diver- 
sification. Duff  &  Phelps  analyst  Da- 
vid Parker  expects  PacifiCorp  to  earn 
$1.40  a  share  before  writcofis  this 
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Some  people  would  rather  spend  time 
on  motorcycles  than  just  market  cycles. 


-fe^'ito- 


The  feeling  is  mutual. 


For  all  of  you  who  would  really  rather  be  investing  your  money  than  your  time, 
the  Selected  family  of  no-load  mutual  funds  can  help. 

You  see,  with  professionals  managing  your  investments,  you  save  time.  And 
without  any  sales  charges,  you  also  save  money.  So  call  toll-free  for  our  prospectus 
with  more  c6mplete  information,  including  management  fees  and  expenses,  and 
please  be  sure  to  read  it  carefully  before  you  invest. 

The  Selected  Funds.  Tbday's  simple  way  to  invest. 
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Every  Part  Works. 


It's  esser\tial  in  today's  world.  Crucial 


to  tomorrow's.  Bank  of  America  is 


uniquely  equipped  and  positioned  to 


offer  an  equally  effective  approach  to 


meeting  your  global  banking  needs. 


The  Golden  Gate  Bridge, 
photographed  by  Motley  Baer. 


Bank  of  America 


CRS*- 
YOU'LL  HND  US 

IN  ALL  THE 
raCHT  PLACES 


r^Pg^  When  the  time  comes  to  buy  or  sell  your 
*  j  home,  seek  out  the  skills  of  a  specialist. 
Just  as  you'd  turn  to  the  right  doctor  or 
attorney  for  professional  advice,  finding  a 
Certified  Residential  Specialist  (CRS®)  can  ease 
your  residential  real  estate  transactions. 

True  professionalism  is  a  hard-earned  honor. 
A  CRS  is  a  real  estate  professional  equipped  with 
special  expertise,  thanks  to  advanced  study  in 
listing,  selling,  investment,  taxes  and  more. 

Finding  a  CRS  now  can  save  you  a  lot  of  time  and 
effort  later.  Find  a  CRS  in  your  area  by  contacting 
your  local  real  estate  office,  or  calling  our  toll-free 
number  below. 

Doesn't  your  real  estate  transaction  deserve  the 
attention  of  an  expert?  The  CRS  Designation  is 
our  badge  of  expertise  and  your  shield  of  assurance. 

For  more  information  write: 

The  Residential  Sales  Council 

430  N.  Michigan  Ave. 

Chicago,  IL  60611 


Or  call: 


1-800-462-8841 


The  RESIDENTIAL  SALES  COUNCIL  of  the  REALTORS  NATIONAL  MARKETING  INSTITUTE® 
IS  an  affiliate  of  the  NATIONAL  ASSOCIATION  OF  REALTORS® 


year  and  $1 .75  in  1993.  That's  down 
from  last  year's  $1 .86. 

In  recent  years  PacifiCorp  Chief 
Executive  A.M.  (Al)  Gleason,  who 
succeeded  Frisbee  in  1989,  has  been 
aggressively  expanding  PacifiCorp's 
transmission  and  generating  capacity 
through  acquisitions.  Now  Gleason  is 
said  to  be  on  die  prowl  again.  Utilities 
that  would  mesh  nicely  with  Pacifi- 
Corp's seven-state  transmission  net- 
work include  Nevada  Power,  Public 
Service  New  Mexico  and  Texas'  El 
Paso  Electric. 


Nosedive 

Before  the  airline  industry  was  de- 
regulated in  1978,  only  5%  of  the 
world's  commercial  aircraft  were 
leased.  But  as  airlines  expanded  in  the 
wake  of  deregulation,  they  turned 
increasingly  to  leasing  as  a  way  to 
make  their  capital  go  further.  By  the 
end  of  the  decade  airlines  were  leasing 
40%  of  their  aircraft  and  leasing  com- 
panies accounted  for  a  fourth  of  all 
aircraft  on  order  from  manufacturers. 

Two-and-a-half  years  ago  Forbes 
predicted  that  the  airlines  were  over- 
doing a  good  thing  {Apr.  2,  1990). 
And  indeed  they  were.  A  disguised 
form  of  borrowing,  leasing  encour- 
aged airlines  to  take  more  planes  than 
they  could  really  afford.  Eastern  Air 
Lines  and  Pan  Am  have  gone  under, 
four  other  domestic  carriers  are  oper- 
ating under  bankruptcy  protection, 
and  some  plane  orders  and  lease  deals 
are  on  hold.  There  is  a  worldwide 
surplus  of  more  than  500  mosdy  used 
planes.  U.S.  air  traffic,  which  dropped 
last  year,  is  up  only  2.5%  through  July, 
despite  drastic  fare  cuts.  Domestic 
carriers  lost  $1.2  billion  in  the  first 
half  of  this  year  alone. 

Ireland's  GPA  Group,  the  world's 
leading  lessor  of  aircraft,  has  its  trou- 
bles (Forbes,  June  22).  In  June  it  had 
to  postpone  an  equity  offering.  Last 
September  it  had  to  extend  a  $35 
million  debtor-in-possession  loan  to 
its  biggest  customer,  America  West 
Airlines,  which  is  operating  under 
Chapter  11  bankruptcy  protection. 
Meanwhile,  healthy  carriers  such  as 
Southwest  Airlines — which  avoided 
going  head-to-head  with  the  big  car- 
riers— are  buying  aircraft  at  discounts 
of  20%  to  30%  below  1989  peaks. 

-Manjeet  Kripaijini 
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Bch^e  days,  a  catastrophic  employee  lawsuit  i 
rising  legal  defense  costs,  it  pays  to  have  Eflp^ioymen 
Practices  Liability  insurance  from  Chubb.  The'Pblicy  covers  indemnity  and  defense  costs,  and' provides 
a  knowledgeable  approach  to  your  defense  against  employment  litigation.  For  information,  call  your  , 
agent  or  broker,  or  1  -800-36  CHUBB.  ,     ■ "^ 

Insure  your  world  with  Chubb  I 


For  promotinnal  purposes,  Chubb  refers  to  member  irwurers  of  the  Chubb  Group  of  Ins»irance  Compa 
Chubb  IS  proud  to  participate  in  "American  Playhouse."  Watch  t.^r  it  on  PBS. 


B.C.  Forbes 

Founder 
Forbes  Magazine 

01989  by  KORBLS  Inc." 


Malcolm  S.  Forbes,  Jr. 

President  and 
Chief  Kxecu/ite  Officer 
Forbes  Magazine 


Proud  Heritage. 
Bright  Future. 


Col.  Clarence  Hodson 

Founder 

Beneficial  Loan  Society 


B.C.  Forbes  publislied  his  first  edition  of  Forbes  Magazine 
in  1917.  Three  years  earlier,  a  business  concern  that  later  became 
Beneficial  Corporation  made  its  first  loan. 

One  of  the  first  consumer  financial  services  holding  com- 
panies to  join  the  Nlt'SE,  Beneficial  Corporation  has  continued  to  pay 
cash  dividends  without  interruption  since  1929-  The  consumer 
finance  holding  company,  with  assets  of  more  than  $10  billion,  is 
currently  celebrating  22  consecutive  quarters  of  earnings  growth 
despite  a  sagging  economy,  and  earnings  per  share  from  continuing 
operations,  excluding  special  items,  have  increased  at  a  compound 
annual  rate  of  more  than  13%  since  1986. 

Beneficial  Corporation  has  raised  its  dividend  in  each  of 
the  last  three  years,  and  is  currently  yielding  a  retum  of  over  4%.* 

With  fond  memories  of  B.C.  Forbes  and  Malcolm  S. 
Forbes,  Beneficial  Corporation  congratulates  the  third  Forbes  genera- 
tion —  Malcolm  S.  Jr,  Robert,  Christopher,  and  Timothy  —  and 
Forbes  Magazine  on  75  years  of  serving  as  "The  Interpreter  of 
Business,"  "The  Magazine  of  Business,"  and  "The  Capitalist  Tool." 

For  a  copy  of  Beneficial  Corporation's  annual  report  and 
more  complete  information  on  investment  opportunities,  please  call 
Joy  Baltycki  or  Jane  Kenny  at  302-798-0800,  or  write  to  P.O.  Box  91 1, 
Wilmington,  Delaware  19899. 

Beneficial's  trading  symbol  is  BNL  on  the  NYSE. 


Finn  M.W.  Caspersen,  Esq. 

Chatrnuin  of  the  Hoard  and 
Chief  Execulire  Officer 
Beneficial  Corporation 


^Beneficiar 
Corporation 

Wilmington,  Delaware 

•Based  on  1992  second  quarter  results     "All  righls  reserved  I'sed  k  pennission  Courtes>'  of  the  FORBKS  Archives 
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\Xfe  inviteyoutD  be 
inspectDT  number  72. 


As  with  everything  with  our 
label  sewn  on  it,  the  value  of  our 

shirts 


:^^^^ 


Here  at  Lands'  End,  we  never 
miss  a  stitdi.  Or  anything  else  for 
that  matter,  if  we  can  help  it. 

Case  in  point:  our  classic     . 
Pinpoint  Oxford  shirts.  Each 
one  is  personally  inspected 
seventy-one  times  before  its 
sentto  you.  (Good  thing  our 
shirts  arent  self  conscious.) 

From  startto  finish,  there  ' ' ' 
are  sixty-nine  separate  traditional 

tailoring  steps,  not  hes  in  the 
including  the  hand  attention  we  pay  to  detEiils.  \^'re 
pressings  along  the  constantly  improving  the  overall 
way  to  avoid  puckers  construction  of  each  item  w^e  sell, 
andtoassur 


is  all  of  your 
money  or 
another  item. 
You  have  our 
w^ord  on  it. 
.    We  have 
;    gone  out 

::■     of  our 


Precise  pattern  matching  is 

done  by  hand  to  make  sure 

everything  lines  up. 


dean  needling.^ 
go  over  each 
step  after  its 
completed, 
looking  for 
any  flaws  or 
irregularities. 
Whatw^e 
notice,  more 
often  than  not, 
is  meticulous 
handiw^ork. 
Like  tightly 
w^oven  fine 
cotton  cloth. 
Neatly  s^ewn 
seams.  And 
buttonholes 
with  no  less 
than  120  lock 
stitches.  (You'd 


Whether  it's  a  sporty 
eedjacket 
a  set  of  soft 
flannel 
sheets 
for  your 
bed,  we  make 
sure  that  every 
item  hves  up 
toourhi^ 
quality 
standards 
and,  more 
important, 
your  own 
standards. 
And  so 
you  know^ 
how  strongly 


The  Lands  'End  Pinpoint  0>^rd 
under  $30. 


beheve  in 
the  products  w^e  sell,  they 
are  all  Guaranteed.  Period.® 
think  we  w^ere  afraid  of  losing  a  Which  simply  means  that  if  you 
buttonhole  or  something.)  are  not  completely , 

Nothing  is  overlooked.  Even    satisfied  witii  any 
the  labels  sewn  inside  the  collar    item  you  buy  from 
are  checked  to  make  sure  that         Lands'  End,  send  it 
they  line  up  straight  and  lie  flat,    back,  pronto.  What 
so  they  w^on't  irritate  your  neck,    you'll  get  in  return 


way  to  make  sure  that  the 
,    merchandise  you  see  in  our 
'  catalogs  represents  a  value  and 
qualityyou  would  be  hard-putto 
come  across  anywhere  else. 

If  you  w^ould  like  to  inspect 
the  rest  of  our  classically  cut, 

comfortably  priced 
clothing  for  the 
entire  family  not  to 
mention  our  quality 
home  furnishings,  call  us 
inDodgeviUe  atl-800-356-4444, 
toll-fiiee,  any  day  of  the  w^eek.  One 
of  our  fiiendly  operators  will  be 
more  than  happy  to 
send  you  a  Lands' 
End  catalog  at  no 
chaise  whatsoever 
There  is  no  telling 
how^  many  times 
you'll  pore  over  it.  ''^ 

To  ^  our  free  catalog 
CM1-800-3J6-4444 

Or  Jill  out  the  coupon  and  mail  it  to: 
1  Lands' End  Lane,  Dept  KF,  Dodgeville,  WI 53595 

Name 


Address 


Apt_ 


City_ 
Zip_ 


State 


Phone ( 


Guaranteed. 
Period^ 

%>  1992  Lands' End.  Inc 
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Crying  all  the  way 
to  the  bank 

Thi.h\'isk)N  magnate  George  Gillett 
Jr.  filed  for  personal  bankruptcy  last 
month.  That  comes  after  a  Chapter 
1 1  filing  by  his  Gillett  Holdings  and  a 
debt  restructuring  by  his  SCI  Televi- 
sion. "I  apologize  to  the  creditors," 
Gillett  said  in  bankruptcy  court, 
choking  back  tears,  according  to  the 
Denver  Post. 

One  could  indeed  weep  for  the 
creditors,  who  will  get  back  only  a 
ft-action  of  the  S2.2  billion  they  lent 
the  companies.  But  Gillett  can  smile 
through  his  tears.  He  has  been  col- 
lecting over  $3  million  a  year  in  salan' 
and  perks  from  the  two  companies. 

Thanks  to  his  financial  woes,  Gillett 
has  given  up  his  collection  of  30 
sports  cars  and  a  235,000-acre  Ore- 
gon ranch.  But  his  bankruptc}'  filing 
happens  to  be  timed  so  creditors  can't 
go  after  a  S 1 6-million-plus  package  of 
goodies  he'll  get  from  Gillett  Hold- 
ings when  that  company  emerges 
from  reorganization  this  month. 

Gillett's  consolation  package  in- 
cludes an  annual  salar\'  of  SI  .5  million 
for  seven  years,  plus  S5  million  of  the 
reorganized  company's  securities; 
plus  SI 25, 000  a  year  in  life  insurance 
premiums.  In  addition,  he  wants  the 
company  to  pay  for  memberships  in 
seven  private  clubs. 


That's  particularly  generous  treat- 
ment, considering  what  the  creditors 
turned  up  during  Gillett  Holdings' 
reorganization.  For  example,  the 
company  lent  S4.6  million  to  his  Gil- 
lett Cattle  Co.  Then  there's  the  S10.5 
million  that  Gillett's  Peck  Foods 
Corp.  owed  to  the  company's  Packer-< 
land  meatpacking  subsidian-.  Since 
the  cattle  ranch  and  food  company 
were  separately  owned,  Gillett  Hold- 
ings will  be  just  another  creditor  of 
Gillett's  liquidated  estate. 

For  such  generosit)'  Gillett  can 
thank  junk  bond  dealster  Leon  Black 
(Forbes,  Mar.  2).  Black's  Apollo  Ad- 
visors will  control  what  remains  of  the 
Gillett  empire,  including  Vail  Asso- 
ciates, the  SI 09  million  (revenues)  ski 
resort.  Speculation  is  that  Black  was 
generous  to  George  Gillett  in  order  to 
make  sure  that  the  takeover  by  Apollo 
went  smoothly.  What  will  Gillett  do 
for  Vail?  Probably  not  much. 
-Richard  L.  Stern  and  Riva  Atlas 

Mourning  becomes  Nike 

Nike,  Inc.,  the  big  athletic  shoe  mak- 
er, uses  such  star  athletes  as  Michael 
Jordan  and  Charles  Barkley  in  its  ads. 
It  also  has  acted  as  the  marketing 
representative  for  Bo  Jackson,  anoth- 
er high-profile  athlete  who  advertises 
its  gear.  Nike  had  a  hand  in — and  took 


Gillett  Holdings'  George  Gillett  at  '!> 

He  may  have  lost  his  sports  cars  and  his  ranch, 

but  personal  bankruptcy  is  still  no  vale  of  tears. 
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Pro  hopeful  Alonzo  Mourning 

Nike  takes  a  shot 

at  the  sports  agent  business. 


a  percentage  of — Jackson's  endorse- 
ment contracts  with  PepsiCo,  AT&T 
and  General  Mills'  cereal  Cheerios. 

Now  the  Beaverton,  Ore. -based 
company  has  leveraged  its  clout  by 
getting  into  the  sports  agent  business. 
Its  first  client:  Alonzo  Mourning,  the 
Georgetown  University'  graduate 
picked  second  in  the  National  Basket- 
ball Association  draft  this  spring.  Nike 
retained  David  Falk,  president  of  Pro- 
Ser\'  Basketball  &  Football  and  Mi- 
chael Jordan's  agent,  to  negotiate 
Mourning's  contract  with  the  C^har- 
lotte  Hornets,  the  team  that  selected 
him.  Over  the  next  five  years  Nike  has 
guaranteed  Mourning  a  combined 
minimum  of  $16  million  from  his 
Hornets'  contract  (he  still  hasn't 
signed),  his  endorsement  deal  with 
Nike  and  any  other  deals  it  can  cut  for 
him.  -Elizabeth  Comte 

Dollars  for  Donald 

With  interest  rates  falling,  Donald 
Trump  may  hope  to  cash  in  on  the 
booming  junk  bond  market.  Less 
than  four  months  after  his  Trump 
Plaza  casino  emerged  from  C'hapter 
11  in  May,  sources  say  Trump  and  his 
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financial  advisers  at  Merrill  Lynch  are 
cooking  up  a  plan  that  could  enable 
Trump's  Atlantic  City  property  to  sell 
$300  million  of  new  junk. 

These  days  Trump  owns  just  50%  of 
the  Plaza  (the  casino's  creditors  got 
the  rest).  It's  been  doing  better;  1992 
cash  flow  is  expected  to  hit  $60  mil- 
lion, up  from  only  $20  million  last 
year.  The  bulk  of  the  new  money 
would  go  to  refinance  the  Plaza's 
existing  debt,  including  $225  million 
of  first  mortgage  notes.  Note,  howev- 
er, that  $30  million  of  the  proceeds 
would  go  into  Trump's  own  pocket. 
Why?  Friends  hint  he'll  use  the  money 
to  pay  off  some  of  his  considerable 
personal  debt. 

This  isn't  a  done  deal.  Trump  must 
first  win  the  approval  of  the  holders  of 
the  Trump  Plaza's  $75  million  of 
preferred  stock  before  the  new  debt 
can  be  raised.  He  may  have  to  use 
some  of  the  $30  million  to  soothe  the 
preferred  holders  with  a  small  cash 
payment.  Either  that,  or  give  them  a 
chunk  of  his  remaining  stock  in  the 
casino.  -RiVA  Atlas 

Scientologizing 

Applied  Scholastics,  Inc.,  the  man- 
agement consulting  group,  bases  its 
work  on  the  writings  of  L.  Ron  Hub- 
bard, founder  of  the  Scientology  cult 
(Forbes,  Oct.  27,  1986).  Based  in 
Fremont,  Calif,  the  firm  boasts  a 
client  list  that  includes  IBM,  Hewlett- 
Packard  and  Memorex.  Among  its 
least  satisfied  recent  clients  is  $639 
million  (sales)  Applied  Materials, 
which  makes  the  equipment  used  to 
manufacture  computer-chip  wafers. 

In  1987  the  Santa  Clara-based 
company  hired  Applied  Scholastics  to 
conduct  training  seminars  for  its  em- 
ployees. Three  employees  subse- 
quently sued  Applied  Materials, 
claiming  that  they  were  driven  out  of 
the  company  after  they  complained 
about  the  courses. 

Applied  Materials  settled  out  of 
court  with  the  three  ex-employees  on 
Aug.  12  for  an  estimated  $600,000  or 
more.  In  a  press  release,  the  company 
admitted  it.  "lacked  sensitivity  with 
regard  to  the  controversial  nature  of 
L.  Ron  Hubbard."  Says  Applied 
Scholastics:  "In  ten  years  of  business, 
we've  never  had  anything  come  up 
like  this."  -Dyan  Machan  Wtk 
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You  always  come  back  to  the  basics:  JiiJ^^^H 


DRINK  RESPONSIBLY.  IT'S  ONE  OF  THE  BASICS. 

Jim  Beam-  Kentucky  Straight  Bourbon  Whiskey,  40%  Ale.  Afel.  (80  ProoO-  ©  1992  James  B.  Beam  Distilling  Ckj.,  Clermont,  KY. 
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Sunny  Mexico 

Sir:  While  Mexico  encourages  entre- 
preneurship  and  privatizes  its  econo- 
my, our  goNcrnment  is  headed  toward 
nationalization  through  regulation 
and  the  strangulation  of  investment 
capital  tlows  ("We  had  to  react  quick- 
ly," Aujj.  17).  Maybe  after  Salinas  gets 
Mexico  turned  around,  we  can  elect 
him  to  do  the  job  here.  Nah — that 
makes  too  much  sense. 
-Paul  J.  Wannemacher 
Cleveland,  Ohio 


Mexican  President  Carlos  Salinas  de  Gortan 
Salinas  for  U.S.  President? 


Sir:  American  workers  have  been  laid 
off  by  the  thousands  from  ver^'  good- 
paying  American  jobs.  America  has  a 
real  problem:  Giving  Mexican  work- 
ers our  jobs  by  letting  our  companies 
open  plants  in  Mexico  will  hurt  Amer- 
ican workers! 
-James  E.  Perry 
Sun  City,  Calif. 

Sir:  The  commitment  of  Salinas  & 
Co.  to  "free  market"  economic  re- 
form goes  only  far  enough  to  attract 
new  foreign  money.  Today  in  Mexico 
we  have  seen  a  transition  from  state 
monopolies  to  private  cartels,  but 
there  is  neither  transparency  nor  ac- 
countabilit}'  in  this  process.  What 
Mexico  needs  is  fewer  Harvard  Ph.D. 
technocrats  and  more  business  peo- 
ple. Those  who  say  that  funding  a 
commercial  deficit  with  investment 
flows  is  sound  policy  are  the  same 
Keynesian/socialist  crowd  who  tell 


Americans  that  the  budget  deficit  is 
not  a  problem. 

-Christopher  Whalen 
Washin£[ton,  D.C. 

Hidden  agenda 

Sir:  Re  Fact  and  Comment  (Au0.  3).  ♦ 
Let  me  add  an  additional  reason  why 
federal  regulators  are  encouraging  a 
no-loans  posture:  so  that  newly  devel- 
oped properties  won't  compete  with 
the  RTC  in  its  effort  to  sell  off  its 
mammoth  holdings. 
-Alan  Jay  Weiss 
Boca  Raton,  Fla. 

Standard  bearer 

Sir:  Re  "Testing  for  money"  (July  6). 
While  UL,  like  all  institutions,  presents 
some    dilemmas,    it    has   developed 
many,  if  not  most,  of  the  standards 
and  test  methods  and  much  of  the 
marketplace  for  product  testing,  list- 
ing and  certification  programs  in  this 
countn' — at  its  cost.  Other  nonex- 
empt  laboratories  built  their  business- 
es on  the  foundation  laid  by  ui.  with- 
out the  need  for  parallel  investment. 
-Joel  J.  Nobel 
President 
ECRL 
Plymouth  Meetin£i,  Pa. 


Cutoff  point 


Sir:  The  article  incorrectly  states  that 
the  policy  was  sold  with  an  illustration 
of  premium  payments  for  a  period  of 
six  years  ("What  every  investor 
should  know  about  life  insurance," 
June  22).  In  fact,  the  policy  was  sold 
and  issued  with  an  illustration  of  pre- 
mium payments  for  eight  years.  The 
vanish  point  had  indeed  been  delayed 
to  nine  years. 

-W.  TlMOLHY  KnECHTEL 

Vice  President 
Individual  Insurance 
Confederation  Life 
Atlanta,  Ga. 

Reserved 

Sir:  You  ignore  the  large  static  re- 
sources Exxon  has  found  which 
would  sustain  our  production  into  the 
next  century  ("A  tale  of  two  strate- 
gies," Au^.  17).  Compared  with  the 
early  1980s,  we  ha\e  been  spending 


less  than  half  the  money  on  explora- 
tion but  finding  at  least  as  much 
hydrocarbon  as  we  did  then,  success- 
fijlly  utilizing  improving  technology. 
Our  proven  reserves  grew  at  almost 
4%  per  year  from  1982  to  1991  by 
revisions  alone.  Maybe  we  should  be 
less  conservative  right  from  the  date 
of  initial  discovery  and  claim  a  large 
figure  e\'en  before  we  know  how  large 
that  really  is.  Finally,  Exxon's  aftertax 
net  profits  per  barrel  of  oil  and  gas 
equivalent  produced  have  been  high- 
er for  the  past  five  years  than  almost  all 
of  our  major  competitors'  and  25% 
higher  than  Royal  Dutch/Shell's. 
It  must  mean  we're  doing  some- 
thing right. 
-D.K.  McIvor 

Director  and  Senior  Vice  President 
Exxon  Corp. 
Irving,  Tex. 

Oil  spills 

Sir:  You  state  federal  legislation  in- 
spired by  the  Exxon  Valdez  disaster 
puts  unlimited  liability  on  shippers 
that  spill  oil  in  U.S.  waters  ("The 
world's  billionaires," /m/v  20).  In  fact, 
the  Oil  Pollution  Act  of  1990  (opa) 
provides  that  owners/operators  of 
tankers  may  limit  their  liability  for 
spills  in  U.S.  waters  to  $1,200  per 
gross  registered  ton  of  the  vessel  in- 
volved. However,  the  right  to  limit 
liability  can  be  lost  in  certain  in- 
stances, such  as  when  a  spill  is  proxi- 
mately caused  by  gross  negligence  or 
violates  federal  safety  regulation. 
-Michael  G.  Chalos 
Clifton,  N.J. 

Grand  Met 

Sir:    Re   "100    U.S.-traded   foreign 
stocks"  (July  20).  Using  your  meth- 
odology, the  corrected  listing  would  . 
be  as  follows: 

Exchange  New  York 

ADR  price  ($US)  37.40 

EPS  1991  ($)  2.35 

EPS  1992  ($)  est  2.56 

1991  P/E  15.9 

Yield  2.8% 

Ordinary  shares  4 

-Holly  A.  Clemente 
Vice  president  for  U.S.  investor 

relations 
Grand  Metropolitan  Pic. 
Minneapolis,  Minn. 
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WEVE  TAKEN  EXECUTIVE  INCENTIVE  PLANS 
TO  A  WHOLE  NEW  LEVEL. 


Peak  performance. 

That's  what  you  expect  from  your  key 
employees  and  what  they  expect  in  return. 

Which  is  precisely  why  Xerox  Life  created  the 
next  generation  of  executive  incentive  plans. .  .to 
provide  meaningful  benefits  that  motivate  and 
retain  key  employees  in  a  manner  that  also 
benefits  the  bottom  line. 

Our  plans  allow  the  employer  to  claim  the  full 
tax  deduction  for  contributions  when  they  are 
made,  rather  than  waiting  up  to  30  years  for  the 
employee  to  retire.  The  employer  also  pays  no 
taxes  on  incope  earned  on  plan  assets. 


Participating  employees  actually  own  the  assets 
of  the  plan .  They  may  allocate  these  assets  among 
a  variety  of  fund  options  where  their  money  can 
grow  tax  deferred. 

Finally,  we  offer  prototype  plan  and  trust 
documents  designed  by  ERISA  specialists  for 
your  convenience,  customized  plan  designs  and 
funding  options  to  meet  your  company's  needs, 
and  simplified  administration  to  reduce  costs. 

We  create  plans  that  provide  the  same  peak 
performance  that  your  best  employees  do.  To 
find  out  how  to  put  another  top  performer  to 
work  for  you,  just  call  1-800-638-1250. 


^X  J|iw 


A  Salute  To  Forbes  And  The  IVIanWho  Drx)\'e  L 


Malcolm  Forbes  had  a  taste  for  full-dress  Harleys, 


golden  eggs,  and  outrageous  balloons.  He  was  no 


more  your  average  businessman  than  Forbes 


is  your  average  business  magazine.  It  has  been 


quite  a  ride.  Here's  to  the  next  seventy-five  years. 


m  Mellon  Bank 

You  re  why  we  do  our  very  best" 


Ui^la^iaaMdMM^ria 


1^ 


2^  u^  "^  ^^ .  /  T^w,^  :^. 


roHSUiHi. 


r^MS  tfntc.  A  Waterman  expresses.  For  more  than  a  century,  this  distinction  has  remanu\i  d 
In  the  precise,  painstaking  tooling.  In  the  meticulous  balancing.  In  the  elegant  styling  accented  with  precious  metals. 
For  example,  the  Rhapsody  Red  Ripple,  /\  pictured  above,  recaptures  all  the  romance  of  its  i92o's  original. 


>'f.  /)  I 

m 


(ATERMAN 


Tiffany  &  Co. 


PARIS 


Something's  Out  There 


It's  McDonnell  Douglas. 

The  company  res[Kjnsible  for  some 


of  the  most  extraordinarv  advances 


in  aerospace  history.  Lii^e  the  F  A-18 
Hornet -which  can  change  from  bomber  to 
fighter  in  midmission.  The  C-17- which  can  land 
in  3.000  feet,  even  while  carrying  80  tons  of  personnel 
and  equipment.  The  highly  efficient  MD-U  airliner.  Delta - 
the  worlds  most  reliable  space  booster.  .And  the  space  station  Freedom.^ 
our  next  giant  leap  into  .space.  The  fact  that  weve  turned  out  one  amazing  performer 
after  another  should  come  as  no  surprise.  When  you" re  a  world  aerospace  leader. 
*  vou  have  to  do  some  pretty  incredible  things. 


IVtCDONNELL  DOUGLAS  £ 


Pe iff) nuance  Above  And  Beyond. 
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"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


MADNESS 


A  SERIOUS  ECONOMIC  and  financial  crisis  is  brewing.  The 
culprit  is  Germany's  Bundesbank,  which  has  raised  real 
interest  rates  to  levels  not  seen  since  the  Great  Depression. 
Because  Europe's  currencies  are  tied  to  the  deutsche  mark, 
their  economies  are  also  being  battered.  The  dollar,  too, 
is  being  hit  hard.  Unless  Germany  eases  up  soon,  the 
Federal  Reserve  may  feel  forced  to  boost  rates  here  to 
prevent  a  wholesale  exodus  fi-om  dollar  assets.  That,  of 
course,  would  damage  our  fragile  economy. 

An  accomplice  to  the  Bundesbank  lunacy  is  Japan,  whose 
monetary  policy  is  also  too  tight.  Japanese  financial  institu- 
tions are  in  serious  straits  because  of  real  estate  and  stock 
market  crashes.  Yet  in  the  face  of  this  weakness,  a  govern- 
ment tax  advisory  commission  seriously  suggested  boost- 
ing capital  gains  taxes  to  50%,  precipitating  a  stock  market 

BUSH  WILL  WIN 

if  he  pounds  away  at  the  themes  he  so  effectively  present- 
ed in  his  acceptance  speech:  lower  taxes,  free  trade,  family 
values,  and  trust  and  experience.  He  must  also  veto  the 
Clintonesque  bills  Congress  will  be  sending  him. 

Bush  raised  taxes  once  and  admits  it  was  a  big  mistake, 
while  his  opponent  raised  taxes  repeatedly  in  Arkansas 
and  proposes  tax  boosts  in  this  campaign.  To  reach  his 
deficit  goals,  Clinton  would  have  to  raise  exactions  in 


free-fall.  It  took  massive  government  action  to  stem  it. 

What  are  the  Germans  up  to.''  Their  stock  answer: 
fighting  inflation.  But  the  Bundesbank  is  making  a  fatal 
mistake  by  failing  to  distinguish  between  rising  prices  that 
result  from  supply  and  demand  in  the  marketplace  and 
those  that  come  from  the  traditional  debasing  of  one's 
currency.  Germany's  price  rises  are  a  result  of  massive 
government  spending  in  East  Germany  combined  with 
imposing  rigid  economic  and  wage  regulations  on  the 
former  communist  state. 

Bush,  Baker  and  Brady  had  better  quickly  work  hard  to 
get  the  Germans  (and  the  Japanese)  to  back  down. 
Otherwise,  we  will  get  the  equivalent  of  the  Mexican  debt 
crisis  of  1982  or  the  stock  market  crash  of  1987.  Some- 
thing is  going  to  break  soon. 

BY  A  LANDSLIDE 

excess  of  half  a  trillion  dollars,  by  far  the  largest  such 
increase  in  history. 

Bush's  program  will  make  him  one  of  our  great  reform 
presidents.  Allowing  taxpayers  to  devote  10%  of  their 
payments  for  reduction  of  the  national  debt  will  overhaul 
both  government  finances  and  operations.  Politicos 
would  be  forced  to  privatize  numerous  government  ser- 
vices and  projects,  enormously  benefiting  the  nation. 


DAN  QUAYLE 

What  ARE  night  show  hosts  to  do  now .>  The  Vice  President  has  been  the  catalyst  for  many  Administration  reform 

wonderfully  punctured  their  Quayle  caricatures.  Ameri-  proposals.  Remarkably,  he  hasn't  let  relentiess  ridicule, 

cans  finally  got  to  see  the  real  man:  able,  bright,  person-  criticism  embitter  him.  Most  remaining  doubters  will  be 

able,  knowledgeable,  energetic,  self-deprecating.  Quayle  converted  when  the  Vice  President  debates  Senator  Gore. 


SOUND  MONEY  AND  OTHER  SOUND  PRINCIPLES  FOR  A  SOUND  WORLD 

Speech  £iiven  by  Malcolm  S.  Forbes  Jr.  at  the  CATO  Institute's  1992  Monetary  Conference 


Though  circumstances  and  times  change,  the  basic 
principles*  of  economic  progress  do  not.  There's  no 
mystery  about  them.  They  involve  sound  money,  low 
taxes,  property  rights,  making  it  easy  for  businesses  to 
be  set  up  and,  once  they  are,  not  harassing  them  with 
excessive   regulation   and   bureaucratic   interference. 


And,  of  course,  free  trade.  They  sound  very  simple, 
but,  unfortunately,  when  you  see  the  policies — or  lack 
of  them — that  we  seem  to  be  pursuing,  even  these 
simple  principles  seem  to  go  by  the  boards. 

The  thing  a  country  needs  first  is  real,  sound  money. 

(continued  on  p.  546) 
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TfflS  ISSUE 


is  physically  the  largest  by  far  in  Forbes  magazine's  75  -year 
history.  More  exciting  for  you,  it  is  also  our  best  editorially. 
It  deals  with  the  salient  question  of  our  time  in  a  way  that 
makes  the  answers  and  insights  absolutely  fascinating  and 
educational.  Your  perceptions  of  the  present,  and  of  the 
past  and  fiiture,  will  be  remarkably  enriched  and  altered. 

AMERICA  WON'T  BE  MOODY  FOR  LONG 


In  the  magazine  business  (and  more  so  with  newspa- 
pers) you  quickly  learn  that  your  prose  is  perishable  and 
quickly  forgotten.  So  please  pardon  my  pride  when  I  say 
that  Editor  Jim  Michaels  and  his  crew  have  outdone 
themselves  putting  together  a  masterpiece  that  will  be 
referred  to  again  and  again  for  many,  many  years  to  come. 


Wh  are  in  a  golden  age.  Like  most  such  eras,  the  luster 
will  be  more  apparent  to  historians  than  to  those  who 
live  through  it. 

If  1 2  years  ago  a  pundit  had  prophesied  what  has  actually 
played  out  over  the  past  12  years,  he  would  have  been 
pilloried  for  puffing  too  much  of  what  Governor  Clinton 
claims  he  didn't  inhale.  No  one  then  would  have  believed 
that  we  were  on  the  eve  of  our  longest  peacetime  expan- 
sion, where  our  growth  alone  would  be  greater  than  the 
size  of  the  entire  German  economy;  that  the  U.S.  would 
best  Japan  in  the  critical  technology  areas  of  computers, 
software,  digital  screens  and  fiber  optics;  that  inflation 
would  drop  ft-om  15%  to  3%;  that  interest  rates  would  fall 
from  a  high  of  21.5%  to  6%;  that  around  20  million  new 
jobs  would  be  created,  including  a  record  number  of  high- 
paying  ones;  that  we  would  surpass  Japan  and  Germany  in 
exports;  that  our  share  of  worldwide  manu-  ^^^^^^ 
facturing  output  would  go  up  for  the  first 
time  in  40  years;  that  this  expansion  would  be 
followed  not  by  depression  but  by  a  mild 
recession;  that  overseas  Poland,  Hungary', 
Czechoslovakia,  Romania  and  Bulgaria 
would  throw  ofFcommunist  regimes  with  no 
reaction  from  Moscow;  that  Germany  would 
reunite  under  a  democratic  government  and 
remain  in  NATO;  that  Moscow  would  with- 
draw in  humiliation  from  Afghanistan;  that 
the  Soviet  Union  itself  would  cease  to  exist,  breaking  up 
into  15  pieces  relatively  peacefully;  that  we  would  fight  a 
ground  war  against  a  formidably  armed  Mideast  foe  and 
win  within  100  hours;  and  that,  finally,  after  all  of  this,  the 
American  people  would  be  in  a  fiink. 

We  are  suffering  the  social  equivalent  of  postpartum 
blues,  a  feeling  exacerbated  by  a  downbeat  media. 

We  have  had  down  moods  before:  the  1890s,  the  early 
1930s,  the  late  1960s,  the  late  1970s.  But  while  we  no 
longer  have  unshakable  faith  in  progress,  we  remain  a 
"can-do"  people.  Our  optimism  will  reassert  itself 

Our  golden  age  will  be  symbolized  by  the  microchip;  it 
is  extending  the  reach  of  the  human  brain  the  way 
machines  extended  the  reach  of  human  muscle  during  the 
Industrial  Revolution.  The  way  we  live,  the  way  we  do 
business,  will  be  enormously,  beneficially  transformed.  In 
2017,  when  we  celebrate  Forbes'  100th  anniversary,  our 
standard  of  living  will  be  infinitely  richer,  more  varied 
than  it  is  today. 

Politically,  we  are  on  the  eve  of  a  new  Progressive  Era 
of  reform:  free  markets  for  health  care  finance;  choice  of 
schools;  a  flat  tax;  term  limits  for  Congress;  rationality 
again  in  our  legal  system;  sound  money  and  private, 
portable  pensions  (including  Social  Security).  Thanks  to 
fiber  optics  and  interactive  TV,  our  homes  will  become 


Soon,  a  strand  of  fiber  will 
handle  all  Mother's  Day  calls. 


universities;  culture  and  individualism  will  flower. 

But  don't  get  too  carried  away.  Utopia  is  for  the  next 
life,  not  this  one.  We  face  ferocious  fights  on  value  issues. 
We  are  already  seeing  this  with  abortion.  Political  pas- 
sions will  also  be  aroused  in  other  areas:  child  rearing,  sex, 
crime,  welfare,  schools,  individual  responsibility  for  indi- 
vidual acts.  The  media  and  cultural  "elites"  ain't  seen 
nothin'  yet. 

We  are  also  about  to  witness  a  great  spiritual  revival. 
One  impetus:  aging  baby  boomers  looking  for  greater 
meaning  in  their  lives.  Another:  realization  that  fast- 
paced  technological  changes  make  a  sound,  moral  com- 
pass imperative  to  responding  responsibly  to  these  mir- 
acles. Fire  gives  us  heat.  It  also  gave  us  Auschwitz. 

This   revival   won't   be    entirely   religious.    Senator 
Gore's  bestselling  book  touts  environmentalism  less  as  a 
___^_^  ^    series  of  problems  to  be  practically  solved 
than  as  something  spiritual,  transcenden- 
tal: Economies  are  expanding  at  the  ex- 
pense of  pillaging  Mother  Earth,  ultimately 
threatening  life   itself.   Ironically,   Gore's 
the-end-is-coming  environmentalism  comes 
just  at  the  time  that  our  relative  dependence 
on    raw    materials — oil,    copper,    iron — is 
eroding.  More  and  more  the  raw  material 
for  wealth  is  information;  fiber  optics  are 
our  railroads  and  highways;  software,  our 
oil;  human  innovation,  our  gold. 

Possible  downers.^  Communism  has  lost,  but  democra- 
cy has  not  won.  Yet  many  are  tempted  to  turn  their  backs 
on  the  world  and  retreat  into  1920s-st)'le  isolationism. 
Russia  begs  for  our  guidance  in  making  the  transition  to 
free  markets  and  democracy,  and  we  respond  by  telling 
Russia  to  take  its  problems  to  the  IMF.  If  we  flub  our 
enormous  opportunities,  we  can  easily  create  conditions 
dangerous  to  our  own  safety,  just  as  we  did  in  the 
Twenties  and  Thirties. 

Another  downer:  idiotic  economic  policies  such  as 
those  being  practiced  by  Germany  and  proposed  here  at 
home  by  protectionists. 

Progress  doesn't  come  without  price.  Take  the  auto- 
mobile. It  has  given  millions  of  people  unprecedented 
individualism  and  mobility,  fabulously  raising  our  stan- 
dard of  living.  But  more  Americans  have  died  on  our 
highways  than  in  all  our  wars. 

Can  we  continc  to  adjust  to  the  disruptions  of  prog- 
gress.>  We  will.  But  many  fearful,  unftilfilled  people  will 
fight  a  la  Al  Gore  to  hobble  scientific  research  and 
development  and  destroy  entrepreneurial  capitalism. 

If  we  could  see  the  future,  we  would  be  absolutely 
astonished.  As  we  make  it  happen,  we  will  be  much  less 
impressed.  History  hasn't  stopped  and  never  will. 
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NOW,  BRIDGE  THE  ATLANTIC 


ON  OUR  NONSTOP  FLIGHTS  FROM  NEW  YORK  TO  FRANKFURT 


OR  BRUSSELS,  THEN  ON  TO  SINGAPORE. 


*   Fly  with  us  direct  from  New  York  to  Singapore  six  times  weekly  via  Frankfurt 
or  Brussels  on  our  exclusive  MEGATOP™  747-400s.  From  Singapore,  we  offer  immediate 
connections  to  major  cities  throughout  Southeast  Asia.  We  fly  across  five 

A  great  way  to  fly 

continents  on  the  world's  youngest,  most  modern  fleet.  SinGAPORE  AIRLIHES 


The  Subaru  Legacy 


Tne 


UDaru  i^egacy. 

Tney'll  be 
ntin^  lor  it 


m  your 


wi 


c^  r 


AR  DOWN  THE 

road,  your  Suoaru^ 
Legacy  snoula  still  he 
around.  Tnougn  oy  tnen 
some  otner  memDer  or  your  lamily  mignt  be 
driving  it.  Tnat's  not  an  empty  claim.  Alter  all, 
tne  word  nerore  Legacy  is  Sunaru.  And  93%  or 
all  Sunaru  cars  registered  in  tne  last  10  years 
are  still  on  tne  road  and  running  today.'  And 
tnere  are  also  examples  like  Bill  Sandstrom^ 
wno  nas  driven  nis  Sunaru  330,000  miles.  Tne 
reasons  lor  longevity  are  many.  First  or  all,  in 
Larayette,  Indiana,  we  Duild  eacn  Legacy  to 
last  years  longer  tnan  tne  payments.  Most  or 
tne  metal  is  galvanized  on  notn  sides 

Subaru  Legacy  LS 


to  discourage  rusting.  Tne  norizontally-opposed 
engine  is  designed  to  reduce  deoilitating  vibra- 
tions. And  tnere's  an  automatic  transmission 
tnat  you  could  drive  all  day  in  rirst  gear  witn- 
out  Durning  it  out.  Secondly,  we  engineered  tne 
Sunaru  Legacy  to  help  you  stay  clear  or  acci- 
dents. Tne  way  we  look  at  it  —  a  car  tnat  gets 
totaled  isn't  going  to  he  around  long.  Tnat's  wny 
we  nave  4-wneel  disc  brakes  and  wny  we  orrer 
an  Anti-Lock  Braking  System  and  Ail-Wneel 
Drive  traction  wnicn  can  nelp  you  maintain 
better  control  on  snowy  or  rainy  roads.  Tne 
durable  Subaru  Legacy.  Wnen  buying  one, 
maybe  you  sbould  ask  your  relatives  wbat  color 

tney  prerer. 


Subaru.  What  to  drive. 


1- Based  on  R.L.  PoIr&Co.  registration  statistics,  as  of  July,  1991.  2-Bill's  mileage  is  extraordinary  and  is  not  typical.  ©1992,  Sunaru  of  America,  Inc. 


Other  Comments 


Voting  Yow  Pocketbook 

On  a  c\ll-in  radio  program,  a  work- 
ing man  said,  "I  have  four  kids.  When 
I  look  at  my  paycheck  and  see  all  the 
money  they're  taking  out — well,  I'm 
going  to  vote  for  Bush  because  I  think 
Clinton  will  take  more." 

He's  dead  right.  It's  that  simple. 
-Ray  Kerrison,  New  York  Post 

Prestige  Doesn't  Save  Lives 

For  SIX  MONTHS  [after  government  of- 
ficials knew  how  to  test  blood  for  HIV- 
infection]  French  patients  received 
untested  blood.  Half  of  the  nation's 
4,000  hemophiliacs  are  believed  to 
have  contracted  the  AIDS  virus. 

The  technocrats  in  the  French 
health  ministry  had  a  bureaucratic 
imperative  to  safeguard  their  new  $5 
million  blood  lab,  which  would  have 
been  made  obsolete  by  the  admission 
that  new  tests  were  necessar\'.  [At  the 
trial  of  the  government  officials]  the 
prosecution  has  accused  the  defen- 
dants of  blocking  the  tests  in  part  to 
give  the  French  Pasteur  Institute  time 
to  develop  its  own  procedure. 

The  defendants  themselves  are  not 
the  villains  we  are  used  to;  they  are 
well-mannered,     successfiil     people 


with  good  records.  These  mere  men 
operated  a  system  of  great  power  and  ^ 
authority.  None  individually  were  re- 
sponsible; the  system  was  assigned 
responsibilit\\  And  now  they  all  claim 
that  they  were  not  at  fault.  The  he- 
mophiliacs are  dead  because  they 
were  not  seen.  As  public  technocra- 
cies spread,  perhaps  this  is  the  sort  of 
defendant  we  had  better  get  used  to. 
-Wall  Street  Journal  editorial 

The  Domino  Effect 

The  continued  decline  of  the  Tokyo 
stock  market  reflects  growing  appre- 
hension that  the  Japanese  govern- 
ment may  tax  capital  gains  on  equi- 
ties as  ordinary  income.  This  would 
strangle  the  Japanese  economy.  The 
specter  ofjjlobal  deflation  in  gold  and 
commodity'  markets  is,  we  fear,  tied 
to  this  crisis  in  Japan's  equity  and  real 
estate  markets.  Japan's  banks  now 
hold  about  a  fifth  of  the  world's 
loans.  If  they  begin  to  call  loans  at 
home  and  around  the  world,  a  liquid- 
it}'  squeeze  of  serious  proportions 
may  result,  triggering  the  sale  of  all 
assets — with  gold  leading  the  way. 

If  regulators  force  Japanese  banks 
to  reduce  international  lending  due 


to  capital  inadequacy,  the  worldwide 
eflfects  could  be  intensely  deflation- 
ary. In  the  U.S.,  bank  lending  to 
business  has  declined  uninterrupted 
for  the  past  two  years.  If  Japan  goes 
even  further  in  the  same  direction,  it 
is  hard  to  see  how  the  world  econo- 
my can  avoid  a  severe  and  prolonged 
recession. 
-David  Goldman, 
Polyconomics,  Inc. 


'Where  did  we  go  wrong?" 


Ownership  is  not  a  vice, 
not  something  to  be 
ashamed  of,  but  rather  a 
conunitment,  and  an  in- 
strument by  which  the 
general  good  can  be  served. 
-Vaclav  Havel,  former 
Czechoslovakian  president, 
New  York  Review  of  Books 

AU  Fired  Up 

One  evening,  as  George  Washington 
sat  at  the  dinner  table,  the  fire  behind 
him  flared  up,  leading  him  to  say  that 
it  was  too  hot  and  he'd  better  move. 
When  someone  said  it  behooved  a 
general  to  stand  fire,  Washington  re- 
torted that  it  didn't  look  good  for  a 
general  to  receive  it  ft-om  behind. 
-Presidential  Anecdotes, 
by  Paul  F.  Boller  Jr. 

Foreign  Faux  Pas 

Upon  learning  that  the  surgeon.  Dr. 
Miotto,  would  be  stopping  by  to  re- 
view his  case,  a  patient  at  George 
Washington  University  Medical  Cen- 
ter was  determined  not  to  be  taken  a$ 
another  insensitive  Japan-basher.  He 
consulted  his  family  and  fi-iends 
about  whether  he  should  try  to  bow. 
He  practiced  the  few  Japanese 
phrases  he  knew.  He  agonized  over 
whether  a  mispronounced  ^'Konban- 
wa"  ("Good  evening")  would  be 
taken  as  a  sign  of  goodwill.  And  what 
if  he  spoke  so  well  that  the  doctor 
answered  in  Japanese.'  The  patient 
was  still  practicing  when  Dr.  Miotto 
arrived.  Dr.  Miotto  was  Italian. 
-Washin0tonian  Hi 
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he  Guardian  Life  Insurance  Company  of  America 


FORTUNE^  magazine  rates 
The  Guardian,  for  the  second 
time,  ahead  of  every  other 
major  insurance  company  in 
an  important  category. 

First,  it  was  Financial  World  magazine  that  gave 
The  Guardian  top  honors  as  the  #1  insurer  of 
the  42  U.S.-based  life  and  health  insurance 
companies  with  assets  of  $5  billion  or  more. 
Now  FORTUNE  magazine,  in  a  recent  article, 
has  recognized  The  Guardian  again  as  the  #1 
insurance  company  of  the  50  largest  in  America 
based  on  net  income  as  a  percent  of  assets.  And 
that's  a  major  factor  in  determining  an  insurer's 
financial  strength. 

Yesterday 

The  Guardian  has  built  its  reputation  of  strength 
and  stability  one  day  at  a  time  since  1860.  That's 
over  a  century  of  delivering  quality  products 
and  service  to  individuals,  groups  and  corporate 
policyholders.  And  over  a  century  of  making 
sure  our  fiscal  house  is  in  order. 

Today 

Yesterday's  attention  to  quality  is  continuing  to 
pay  off  for  The  Guardian  today. 

The  Interest  Adjusted  Cost  Index,  an  industry 
standard  for  use  in  comparing  product  perform- 
ance, shows  just  how  strong  The  Guardian 
really  is.  Last  year.  The  Guardian  ranked  first 
industry-wide  on  the  basis  of  20-year  Interest 
Adjusted  Costs  at  ages  25, 35,  and  45.  And 
our  1992  dividend  payment  is  the  132nd 
consecutive  in  The  Guardian's  history.  This 
financial  strength  translates  to  real  benefits 
for  Guardian  policyholders. 

Today,  The  Guardian  is  one  of  only  a  handful 
of  insurance  companies  that  have  earned  the 
highest  ratings  possible  from  each  of  the  three 
major  independent  financial  rating  services. 
AAA  from  Standard  &  Poor's.  Aaa  from 
Moody's.  A++  from  A.M.  Best. 

Tomorrow 

We'll  be  here  for  you  tomorrow  just  as  we  were 
here  for  you  yesterday.  Because  at  The  Guardian, 
our  policyholders  are  #1. 

Find  out  more  about  the  financial  strength  of 
The  Guardian.  And  more  about  our  superior 
products  and  services  for  L.fe Insurance, 
Group  Insurance,  Reinsurance,  Disability 
Income  Protection,  Equity  Products,  or 
Asset  Management*. 

Call  1-800-662-1006. 


W  The  Guardian' 

The  Intelligent  Choice" 


e 


1      8 


"Equity  products  are  offered  ffirougfi  Guardian  Investor 
Services  Corporation®  a  v\(holly-owned  subsidiary  of 
Guardian  Insurance  and  Annuity  Company. 

©1992  The  Guardian  Life  Insurance  Company  of  America 
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The  most  important 

investment  any  company  makes 

is  in  its  own  future. 


Boeing  is  in  the  midst  of  the  largest 
capital  expansion  piDgram  in  its  history 

The  biggest  project  is  at  Everett, 
Washington,  where  we  assemble  747s 
and  767s — our  large,  long-haul  air- 
liners. The  facility  already  includes 
the  world's  largest  building;  we're 
Increasing  the  size  by  75%  to  make 
room  to  build  our  next-generation 
airplane,  the  777. 

At  the  same  time,  we're  completing 
a  unique  laboratory  in  which  we 
can  assemble  and  test  all  the  systems 
intended  for  a  new  airliner  years 
before  it  is  built,  and  even  before  all 
the  systems  are  fully  developed. 

That  means  we'll  be  able  to  integrate 
avionics,  controls,  propulsion,  and 
other  systems  so  they  function  together 
as  they  would  in  fliglit — to  test-fly 
airplanes  before  they're  built. 

We're  also  building  a  new  $100  million 
pilot  training  center,  a  new  spares 
depot,  and  investing  heavily  in  other 
Boeing  facilities  across  the  U.S. 

The  cost  of  continuing  renewal  is 
huge.  So  are  the  potential  rewards  in 
manufacturing  efficiency  and  in  the 
quality  and  reliability  of  our  airplanes. 

That's  why  we're  making  this  urgent 
assault  on  the  future. 

We  intend  to  meet  customer  needs 
for  new  and  better  airplanes,  and 
to  remain  a  leader  in  our  business. 
We're  investing  in  our  future  to  make 
certain  we  do  both. 


A  NEW  LEVEL  OF  PERFECTION  IN 
SWISS  WATCHMAKING. 


Concord,  Concord  logo,  Concord  Mariner  are  registered  trademarks 


INTRODUCING  THE 
CONCORD  MARINER  500  WATCH. 


The  meticulously 
ground  and  diamond- 
polished  sapphire 
crystal  is  completely 
curved  to  follow  the 
contour  of  the  bezel. 

The  polished  Roman 
numerals,  hand-set 
with  minute  pins,  are 
curved  to  follow  the 
distinctly  curved  bezel 
and  sapphire  crystal. 

The  hand-polished 

and  carved  1 8  karat  - 

— ^ 

/ 

The  hand-polished 
carved  stainless 

gold  bezel  is  distinctly 

■^Sr^'^ 

'  steel  case  is  uniquely 

curved  to  follow  the 
wrist's  contour. 

Ui^^i 

curved  to  follow  the 
wrist's  contour. 

<^ 

The  setting  crown 
screws  down  to 
assure  water-resistanc 
to  330  feet. 

e 

Each  link  is  — — "^^^^^^^^^   "\ 
individually  curved,     ^^t^^^SA^ 
tapered  and  graduated         ^^^^"^ 
to  lie  perfectly  on  the 
wrist's  ctmtour,  with  a 

J 

unique  curved  spring- 
latched  clasp. 

No  other  watch  in  the  world  is  constructed  with  such  precise 

attention  to  detail  and  designed  with  such  consideration  of  perfect  fit. 

The  Concord  Mariner  500  Watch  in  18  karat  gold  or  18  karat  gold  and  stainless  steel 

is  truly  the  fine  line  between  sculpture  and  engineering. 

CONCORD  ^MARINER 
500 
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Gommentaiy 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


SEVENTY-FIVE  YEARS  AGO 


"Devoted  to  doers  and  doings,"  Volume  I,  Number  1 
of  Forbes  magazine  appeared  75  years  ago  this  week, 
stressing  many  of  the  themes  that  have  been  woven  into 
each  issue  since. 

The  human  side  of  business  is  emphasized,  including  a 
preview  of  a  highly  favorable,  exclusive  interview  with  John 
D.  Rockefeller  Sr.  to  appear  in  the  next  issue.  This  is 
contrasted  with  a  highly  unfavorable  sketch  of  George  Jay 
Gould,  "the  Nicholas  Romanoff  of  American  Finance," 
and  "the  tragic  story"  of  how  he  squandered  "the  great- 
est patrimony  ever  left  a  young  American." 

Forbes  founder  B.C.  Forbes  wrote  both 
of  those  pieces  (and  a  very  large  part  of  the 
entire  first  issue).  He  drew  several  conclu- 
sions about  the  differences  in  the  careers  of 
the  two:  The  Rockefellers  were  prodigiously 
generous  and  philanthropic;  Gould  wasted 
his  patrimony  by  hurling  himself  into  an 
orgy  of  personal  spending  and  society  activi- 
ties and  was  distaistfLil  of  his  employees. 
Rockefeller  was  "as  modest  a  man  as  I  have 
ever  met,"  who  always  worked  hard  ^s  a 
bookkeeper  and  commission  merchant  be- 
fore he  became  the  "oil  king." 

Another  recurrent  theme  in  the  articles  is 
the  idea  that  all  businessmen  owe  a  great  deal  to  their 
community  and  their  country.  Thus,  businessmen  who 
sought  only  to  amass  more  money  were  frankly  scorned. 

Relatively  little  of  World  War  I,  which  America  had 
entered  the  previous  April,  found  its  way  into  this  first 
issue.  There  is  a  long  article  on  financing  the  war,  and  there 
are  interviews  with  leading  businessmen  on  the  war's 
effect  on  money  rates.  There  is  also  a  list  of  Wall  Street 
men  "who  have  rallied  to  the  service  of  their  country." 
The  absence  of  more  comprehensive  discussions  of  the 
war  reflects  the  fact  that  WWI  had  nowhere  near  the  all- 
pervasive  impact  on  the  country  that  WWII  had. 

Our  interest  in  lists  of  all  kinds  was  manifest  in  this  first 
issue.  One  thousand  dollars  in  prizes  was  offered  for  "the 
most  worthvyhile  answers  to:  'Who  is  the  Best  Employer  in 
America?'  "  A  full-page  ad  called  attention  to  B.C.  Forbes' 
book.  Men  Who  are  Making  America  (450  pages,  hand- 
somely bound — $3),  which  tells  "how  50  of  America's 
foremost  businessmen"  climbed  the  ladder  of  success. 

A  most  interesting  feature,  unique  for  its  time,  is  the 


Woman  in  Business  department,  edited  by  Marian  R. 
Glenn.  It  has  hints  on  how  to  become  a  businesswoman, 
as  well  as  the  story  of  a  pioneering  lady  who  founded  the 
"M.  Hull  School  of  Business  Filing  and  Indexing." 

The  first  Fact  and  Comment  column  ran  to  three  pages 
and  included  several  maxims,  all  restating  the  basic  point 
that  success  should  not  be  measured  merely  in  dollars.  The 
government  was  advised  not  to  draft  married  men  when 
there  was  an  ample  supply  of  "fit  single  men."  And 
government  clerks  who  dealt  with  applicants  for  citizenship 
were  condemned  for  their  universal  rudeness. 
Two  features  in  the  first  issue  that  did  not 
survive  were  a  rather  awfiil  venture  into 
fiction,  and  a  poem  by  one  Berton  Braley, 
which,  in  rhymed  couplets,  preached  the 
virtues  of  striving  and  "doing  your  Noblest." 
There  was  also  a  recognition,  rare  for  its 
time,  of  the  importance  of  looking  abroad  for 
fertile  fields  for  American  investment,  partic- 
ularly in  Latin  America.  Worries  were  ex- 
pressed that  England  and  France  were  al- 
ready far  ahead  of  the  U.S.  in  this.  Columns 
on  financial  forecasts,  stock  market  analyses, 
investment  opportunities  and  women  in 
business  were  promised  as  regular  features. 
A  tiny  proportion  of  this  52-page  issue  was  devoted  to 
advertising,  a  portent  that  might  have  daunted  a  less 
sanguine  and  hardworking  editor  than  our  then  37-year- 
old  founder.  Nearly  all  these  advertisements  were  from 
banks,  brokers  and  a  few  railroad  companies.  By  far  the 
biggest  advertiser  in  the  first  issue  was  Forbes  magazine. 
The  world  has  turned  over  many  times  since  September 
19 1 7,  when  this  first  issue  appeared.  It  is  reassuring  and 
comforting  that  many  of  the  old  virtues  extolled  in  it,  such 
as  hard  work,  concern  for  one's  fellows,  the  need  to  work 
for  far  more  than  money,  and  the  importance  of  devoting 
part  of  one's  self  to  trying  to  make  our  self-governing 
democracy  work,  are  still  as  vital  today  as  they  were  then. 
We  still  advise  that  it  is  critical  for  us  to  have  a  government 
that  permits  and  encourages  all  of  its  citizens  to  use  their 
talents  and  energies  as  each  sees  fit,  with  a  minimum  of 
interference  and  control  by  government.  If  we  have 
such  a  government,  we  can  continue  to  lead  the  world  in 
providing  the  highest  standard  and  quality  of  life  for  more 
people  than  any  other  society  in  any  era  in  history.         ■§ 
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The  Buick  Regal  Sedan 

You  can  tell  just  by  looking  at  it:  this  is  no 
ordinary  4-door  sedan. 

Substantial 

Regal's  aerodynamic  profile  suggests  the 
agility  and  smoothness  of  its  4-wheel 
independent  DynaRide®  suspension. 

Its  aggressive  shape  hints  at  the 
underlying  power  of  an  optional  3800 
tuned-port-injected  V6  engine,  and  the 
aggressive  stopping  power 
of  available  anti-lock 
brakes. 


Lasting  Beauty 

To  protect  Regal's  dynamic  appearance 
and  value,  Buick's  high-gloss  finish  is 
resistant  to  chipping  and  solvents.  And 
thanks  to  2-sided  galvanized  steel  panels. 
Regal  confidently  offers  a  6-year/  100,000- 
mile  anti-corrosion  warranty.* 

Buick  Quality 

You  can  tell  just  by  driving  it:  Regal  is  built 
to  the  exacting  standards  of  Buick. 

No  wonder  people  are 
switching  to  Regal.  It's 
proof  that  quality  never 
goes  out  of  style. 

BUICK 

The  New  Symbol  For  Quality 
In  America. 


^^ 


TCHHI  Q  HnCHU  FUR  DUQIRtOO 


EDITED  BY  HOWARD  BANKS 


Slow  U.S.  growth  allows  our  competitors  to  catch  up 


The  toll  of  stagnant  economic  growth 
since  1988  on  the  U.S.'  relative  international 
standing  can  be  seen  in  the  chart  below.  Since 
the  mid-1980s  Germany,  and  particularly  Ja- 
pan, have  significantly  closed  the  economic 
gap  with  the  U.S.  To  be  sure,  the  U.S.  is  still  by 
far  the  richest,  most  productive  country  in  the 
world.  Japan  now  stands  at  a  bit  over  83%  of 
U.S.  output  levels  per  capita  and  Germany  at 
76%.  Only  Canada  comes  close,  at  around  93% 
of  U.S.  output  per  capita. 

These  comparisons  are  based  on  what  are 
called  purchasing  power  parities,  or  the  number 
of  currency  units  in  each  country  required  to 
buy  a  comparable  amount  of  goods  or  services. 
Using  what  money  will  actually  buy  is  a  more 
reliable  measure  across  national  borders  than 


The  gap  has  been  closing 


Real  GDP  per  capita  expressed  as  percentage  of  U.S.  levels,  using  purchasing  power  parity 


100% 


U.S. 


'60     ,  '65  70  75  '80  '85 

'Estimates. 

Source:  Bureau  of  Labor  Statistics,  based  on  OECD  price  calculation   * 


Straight  exchange  rates. 

These  unpublished  government  figures 
show  a  change  in  the  long-running  relative  posi- 
tion of  the  U.S.  and  its  main  international 
competitors,  Japan  and  Germany.  Thanks  to 
U.S.  aid  and  helped  by  access  to  the  U.S. 
market,  both  Germany  and  Japan  grew  fast  in 
earlier  periods:  Germany  mostly  in  the  1950s, 
Japan  mostly  in  the  1960s.  Between  the  1970s 
and  mid-1980s  both  countries  steadily,  but 
more  slowly,  continued  to  reduce  the  economic 
gap  with  the  U.S.  Japan,  for  example,  cut  the 
gap  by  30  percentage  points  from  1960  to  1972, 
but  took  another  14  years  to  gain  the  next  10 
points,  at  which  time  it  overtook  Germany  in 
overall  real  output  per  capita. 

It  is  what  has  happened  since  the  mid- 
1980s  that  is  remarkable.  It  took  Japan  only  five 
years  to  reduce  the  gap  by  another  10  points. 
Germany  had,  in  fact,  fallen  back  a  little  in  the 
late  1980s,  fi-om  74%  of  U.S.  output  per  capita 


in  1982  (at  the  nadir  of  the  U.S.'  last  recession) 
to  just  over  71%  by  1988.  Since  then  Germa- 
ny, too,  has  closed  to  77%  of  U.S.  levels. 

Why  is  the  gap  closing.^  To  some  degree,  the 
answer  is  that  the  U.S.  has  seen  a  much  larger 
population  growth,  including  immigrants; 
this  depresses  the  per  capita  productivity  figure. 
But  the  much  more  important  reason  is  weak 
U.S.  economic  growth  in  recent  years.  (The 
1989-90  recession  instead  of  being  classed 
"mild"  is  now  classed  as  "average"  in  severity.) 
GDP  has  grown  just  0.6%  on  average  since  the 
first  quarter  of  1988  and  has  actually  declined  on 
average  since  the  beginning  of  1990. 

The  big  question,  of  course,  is:  What  next? 
Will  the  gap  soon  disappear,  as  the  political 
gloom-mongers  keep  implying.^ 
^^^^         Probably  not.  Quite  a  bit  of  Ja- 
pan's most  recent  ascendancy  is  the 
result  of  unsustainable  growth  re- 
sulting from  its  bubble  economy  dur- 
„^ji  ing  the  late  1980s.  Now  that  the 

bubble  has  punctured,  Japan's  posi- 
tion will  recede  a  bit.  And  as  and 
when  U.S.  growth  resumes,  Ger- 
many's recent  gains,  too,  will  tend 
to  disappear,  as  that  country  absorbs 
the  full  costs  of  its  reunification. 

More  than  just  growth  will  be  at 
work  here.  The  U.S.  is  becoming 
more  competitive,  not  less,  as  man- 
ufacturers slim  down  to  cut  costs; 
that's  why,  aided  by  a  very  cheap 
dollar  and  low  inflation,  merchandise 
exports  ($38.3  billion  in  June)  are 
at  a  record  level. 

A  good  example  of  this  gain  in 
competitiveness  can  be  seen  in  microchips.  Ja- 
pan's chipmakers  seem  suddenly  to  have  real- 
ized that  their  heavy  investment  in  memory 
chips  has  left  them  out  on  a  limb.  The  South 
Koreans,  Taiwanese  and  others  can  produce 
these  basic  chips  cheaper. 

And  Japan  is  also  in  danger  of  missing  out 
on  the  new  generation  of  chips,  especially 
those  that  will  be  used  in  new  telecommuni- 
cations markets  (likely  to  be  the  area  of  largest 
growth  in  the  1990s,  according  to  manage- 
ment consultant  Peter  Drucker).  So  the  Japa- 
nese did  what  they  always  do  when  they  are 
behind:  They  rushed  to  sign  license  deals  with 
American  chipmakers  such  as  IBM,  Intel 
and  AMD. 

Despite  the  hand-wringers  who  are  trying 
to  make  names  for  themselves  in  diis  election 
year,  such  action  by  the  Japanese  does  not 
suggest  an  American  economy  that  is  in  immi- 
nent danger  of  going  down  the  drain.  Hi 
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THE  FORBES  INDEX 


The  Forbes  Index  (i967=iooj 
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The  Forbes  Index  hasn't  suffered  a  decline  since  last 
November's  0.3%  loss.  Although  the  current  inflation 
and  interest-rate  environment  is  quite  accommodating, 
tangible  evidence  of  an  economic  pickup  remains  elu- 
sive. Industrial  production  is  back  to  where  it  was  in 
March  1990,  while  the  12-month  total  of  new  housing 
starts  through  July  is  12%  below  the  July  1990  level. 

Note:  The  gco^ernment  recently  revised  historical 
data  on  some  economic  indicators.  As  a  result,  we  have 
replotted  most  of  the  graphs  that  appear  on  this  page. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1 991 ' 

Ward's  Automotive 

1.1% 

Index  of  leading  indicators  June  vs  May 
Trade  balance  12  months  ended  June1992 

Dept  of  Commerce 

-0.2% 

Dept  of  Commerce 

-$70bil 

All-commodity  producer  price  index  July  vs  June' 
GDP  2nd  quarter  vs  1st— annualized  growth 
M2  (3-month  change) — annualized  growth^ 

Dept  of  Labor 

0.0%    ;:' 

Dept  of  Commerce 
Federal  Reserve 

1.4%    i 
-1.4%    1 

'  U.S. -based  manufacturers,  excludes  Imports,  as  of  8/10/92.  ^  Wfiolesale  goods.  ^  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements.-  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Industrial  production  index  (1987:^100) 
seasonally  adjusted  (Federal  Reserve) 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 


Services     •    Total  Index 
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Consumer  price  indexes  (1982-84  a«erage=:100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Retail  sales  ($billions), 

seasonally  adjusted  (Dept  of  Commerce) 


Inventories      •    New  orders 
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Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 
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Personal  income  (Sbillions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  o(  Commerce) 
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Consumer  installment  credit  ($biliions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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ANNOUNaNG  A 

TIRE  THAT  MAY  LAST 

ASIONGASTOU 

Omi  TOUR  CAR. 


Rest  easy.  With  the 
smooth,  quiet,  comforta, 
ride  we're  famous  for. 


Once  again  Michelin  raises 
the  bar  of  excellence.  With  the 
highest  mileage  passenger 
tire  we've  ever  made. 


The  XH4 

maintains 
Michelin's 
renowned 
all-season 
performance 
from  the  first 
mile  to  the  last. 


More  miles. 
'  More  value. 
More  Michelin. 


MICHEUN 

BECAUSE  SO  MUCH  IS  RIDING 
ONYOURTIRE&' 


CONGRATUUmONSr 
irSAMKHEUNL 

BACKED  BY  AN  80,000  MILE  WARRANTY.' 


It  travels  fiarther  these  days. 

Since  American  Airlines  introduced  a  simpler,  more  affordable  approach  to  air  fares,  people  throughout  America 
now  have  what  the>'  have  long  wanted:  more  value  for  their  travel  dollars.  These  days,  air  fares  are  not  only  lower,  but  also 

less  restrictive,  easier  to  understand  and  fair.  And  at  American  these  lower,  simpler  fares  include  great  service 

as  well.  We're  proud  that  the  National  Institute  for  Aviation  Research  named  American  the  best  airline  in  the  country  for 

1991  in  a  study  measuring  19  separate  faaors  such  as  safety,  on-time  performance  and  baggage  handling. 

Lower  fares  combined  with  a  higher  level  of  service.  It's  our  way  of  making  a  dollar  fly  further. 

AmericanAirlines 

BRINGING  VALUE  BACK  TD  AIR  TOAVEL" 


♦  75 


Oh 


our 
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angst 


Americans  live  better  than  any  other  people  on  the^jlobe — 

so  why  do  we  feel  so  depressed'^.  Since  economists  canH  or  wonh  answer 

questions  like  this,  Forbes  turned  to  eleven  of  our  best  writers  and  scholars. 


By  James  W.  Michaels 

When  you're  my  age  you  don't  have  to  ask:  Are  Americans 
really  materially  better  off  than  they  were  in  the  recent  past? 
Those  of  us  born  in  the  1920s  and  with  vivid  memories  of 
the  Depression  simply  know  how  much  better  things  are 
today.  The  improvement  is  implicit  in  almost  our  every 
memory,  every  experience. 

Even  for  comfortable  middle -class  people  life  was  much 
more  difficult  and  insecure  in  the  1920s  than  it  is  today.  If  he 
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Angst 


Rural  poverty? 
In  the  1930s  this 
was  one  of  the 
more  prosperous 
small  farms  in  its 
Tennessee 
neighborhood.  It 
lacked  electric- 
ity, but  an  old 
flivver  engine 
powered  a  crude 
washing  ma- 
chine, making  life 
a  trifle  easier  for 
the  lady  of  the 
house. 


was  fortunate  enough  to  have  central  heating 
(less  than  one-third  of  the  population  in  1920 
did),  middle-class  Dad  had  to  pull  himself  from 
bed  at  4  a.m.  on  cold  winter  mornings  to 
unbank  the  furnace  and  shovel  coal;  if  he  over- 
slept, the  pipes  froze.  But  he  usually  didn't  have 
to  rake  leaves  or  shovel  snow.  Not  in  the  1930s. 
That  was  done  by  shabby,  humble  men  who 
knocked  at  the  back  door  mornings,  asking  for  a 
warm  meal  in  return  for  doing  chores. 

In  1921,  when  this  magazine  was  four  years 
old,  the  typical  American  workweek  was  60 
hours,  and  many  people  worked  longer.  The 
most  common  American  household  appliance 
was  a  woman,  who  worked  a  lot  more  than  60 
hours  in  her  home.  Leisure-time  industries 
scarcely  existed  because  few  people  had  leisure. 
For  more  than  half  the  population,  the  family 
toilet  was  a  hole  in  the  backyard  with  a  shack 
built  over  it.  In  those  shacks,  Scott  Paper  prod- 
ucts competed  with  difficulty  against  old  Scars 
and  Montgomery  Ward  catalogs;  real  toilet 
paper  was  a  luxury. 

Senior  citizens.^  We  called  them  old  folks,  and 
they  were  old  in  their  50s;  if  they  were  lucky,  one 
of  their  kids  had  a  spare  room  for  them,  maybe  in 
the  attic.  Life  expectancy  was  about  54  years. 


which  was  just  as  well  because  there  were  few 
pensions  beyond  what  the  gold  watch  might 
bring  at  a  pawnshop. 

I'm  not  talking  about  the  19th  centun'.  I'm 
describing  the  first  three  or  four  decades  in  our 
own  century.  Unless  they  blow  their  money  and 
energ)'  on  booze  or  drugs,  the  American  poor 
have  more  physical  comforts  today  than  the 
average  American  did  when  Forbks  first  ap- 
peared 75  years  ago. 

We've  come  a  long  way,  and  although  the  rate 
of  improvement  has  slowed  lately,  our  economy 
put  on  an  amazing  performance  in  this  centurv'. 
So  amazing  that  almost  ever)'  U.S.  consulate  has 
a  waiting  list  for  immigration  visas. 

Yet  just  last  week  on  television  I  watched  a 
sweating  Bill  Clinton  harangue  a  midwestcrn 
audience.  Work  with  me  to  change  America,  the 
candidate  shouted,  punching  the  air,  Kennedy- 
like,  with  his  fist.  That  cliche  produced  the 
expected  cheers  and  waving  of  banners.  Cut 
now  to  a  local  living  room  where  a  TV  reporter 
interviews  a  well-dressed  middle-aged  woman. 
What  did  she  think  of  the  speech?  "I  liked  it," 
she  said.  "God  knows  wc  need  change  in  this 
country." 

Change  from  what  to  what?  The  lady  didn't 
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RATIO  SCALE 
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Sources:  Bureau  of  Labor  Statistics:  OECD 
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USANDS  (RATIO  SCALE) 


ADJUSTED  TO  REFLECT  CHANGES  IN  FAMILY  SIZE 
AND  REVISED  ESTIMATES  OF  HOUSING  COSTS     . 
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yfice-,  Department  of  Labor:  American  Enterprise  Institute:  Forbes 


(CONSTANT  1992  DOLLARS) 

From  iW  to  1972,  family 
Income  doubled.  Did  the 
growth  halt  after  that? 
Only  if  incomes  are  adjust- 
ed by  the  Consumer  Price 
Index  In  the  usual  fashion 
(red  line).  But  there's  an- 
other way  of  looking  at  the 
same  data.  The  yellow 
line,  adapted  from  the 
American  Enterprise  Insti- 
tute's Illustrated  Guide  to 
the  American  Economy, 
tracks  real  family  Income 
with  a  modified  price  in- 
dex. It  makes  a  further  up- 
ward adjustment  to  offset 
the  effect  of  the  decline  in 
family  size.  By  this  mea- 
sure, the  1980s  were  still  a 
period  of  income  growth. 


•-rf: 
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U.S.  expoirts 
and  imports 

(AS  PERCENT  OF  GDP) 


IMPORTS 


The  trade  deficit  has  been  narrowing 
recently.  Good  news,  perhaps.  But 
is  it  the  important  news?  The  more 
important  trend  may  be  that  trade 
is  of  growing  consequence  to  both 
producers  and  consume 


For  latest  available  year  (1987  to  1991),  depending  on  country. 
Does  not  include  receipts  on  assets  abroad. 
Sources:  U.S.  Department  of  Commerce:  International  Monetary  Fund.  Forbes 
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Rural  poverty? 
In  the  1930s  this 
was  one  of  the 
more  prosperous 
small  farms  in  its 
Tennessee 
neighborhood.  It 
lacked  electric- 
ity, but  an  old 
flivver  engine 
powered  a  crude 
washing  ma- 
chine, making  life 
a  trifle  easier  for 
the  lady  of  the 
house. 


was  fortunate  enough  to  have  central  heating 
(less  than  one-third  of  the  population  in  1920 
did),  middle-class  Dad  had  to  pull  himself  from 
bed  at  4  a.m.  on  cold  winter  mornings  to 
unbank  the  furnace  and  shovel  coal;  if  he  over- 
slept, the  pipes  froze.  But  he  usually  didn't  have 
to  rake  leaves  or  shovel  snow.  Not  in  the  1930s. 
That  was  done  by  shabby,  humble  men  who 
knocked  at  the  back  door  mornings,  asking  for  a 
warm  meal  in  return  for  doing  chores. 

In  1921,  when  this  magazine  was  four  years 
old,  the  typical  American  workweek  was  60 
hours,  and  many  people  worked  longer.  The 
most  common  American  household  appliance 
was  a  woman,  who  worked  a  lot  more  than  60 
hours  in  her  home.  Leisure-time  industries 
scarcely  existed  because  few  people  had  leisure. 
For  more  than  half  the  population,  the  family 
toilet  was  a  hole  in  the  backyard  with  a  shack 
built  over  it.  In  those  shacks,  Scott  Paper  prod- 
ucts competed  with  difficulty  against  old  Sears 
and  Montgomery  Ward  catalogs;  real  toilet 
paper  was  a  luxury. 

Senior  citizens?  We  called  them  old  folks,  and 
they  were  old  in  their  50s;  if  they  were  lucky,  one 
of  their  kids  had  a  spare  room  for  them,  maybe  in 
the  attic.  Life  expectancy  was  about  54  years. 


which  was  just  as  well  because  there  were  few 
pensions  beyond  what  the  gold  watch  might 
bring  at  a  pawnshop. 

I'm  not  talking  about  the  19th  century.  I'm 
describing  the  first  three  or  four  decades  in  our 
own  century.  Unless  they  blow  their  money  and 
energ)'  on  booze  or  drugs,  the  American  poor 
have  more  physical  comforts  today  than  the 
average  American  did  when  Forbes  first  ap- 
peared 75  years  ago. 

We've  come  a  long  way,  and  although  the  rate 
of  improvement  has  slowed  lately,  our  economy 
put  on  an  amazing  performance  in  this  centurv'. 
So  amazing  that  almost  every  U.S.  consulate  has 
a  waiting  list  for  immigration  visas. 

Yet  just  last  week  on  television  I  watched  a 
sweating  Bill  Clinton  harangue  a  midwcstern 
audience.  Work  with  me  to  change  America,  the 
candidate  shouted,  punching  the  air,  Kennedy 
like,  with  his  fist.  That  cliche  produced  the 
expected  cheers  and  waving  of  banners.  Cut 
now  to  a  local  living  room  where  a  iv  reporter 
interviews  a  well-dressed  middle-aged  woman. 
What  did  she  think  of  the  speech?  "I  liked  it," 
she  said.  "God  knows  we  need  change  in  this 
country." 

C>hange  from  what  to  what?  The  lady  didn't 
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UtS.  tax  burden 

(FEDERAL,  STATE  AND 
LOCAL  TAX  REVENUES 
AS  PERCENT  OF  GDP*) 
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Two  world  wars  and  the 
creation  of  the  income  tax 
brought  on  a  huge  in- 
crease in  Americans'  tax 
burden.  But  it  hasn't  got- 
ten much  heavier  in  the  past 
two  decades,  and  it's 
lighter  than  the  burdens 
overseas.  International 
comparisons  are  for  1989. 


.;?^'^ 
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•Gross  nitional  product  usftHSBate  1960,  gr. 
Sou-ces:  L'ureau  of  the  Census;  UNDP:  For  jei 
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Life  expectancy  at  birth 


The  projected  U.S.  life  expectancy 
has  marched  upward  for  most  of  this  century, 
with  a  downward  blip  from  the  1918  flu  epidemic. 
Why  is  it  now  behind  Japan's?  Homicide  rates, 
AIDS,  drug  abuse  and  diet  all  play  a  role. 


UNITED 
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Sources:  U.S.  Department  of  Commerce;  Coworks  Corporation 
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U.S.  expo]*ts 
and  impoi^s 

(AS  PERCENT  OF  GDP) 


■For  latest  available  year  (1987  to  1991).  depending  on  coi 

Does  not  include  receipts  on  assets  abroad 

Sources:  U.S.  Department  of  Commerce:  International  Monetary  Fund:  Forbes 
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The  trade  deficit  has  been  narrowing 
recently.  Good  news,  perhaps.  But 
is  it  the  important  news?  The  more 
important  trend  may  be  that  trade 
is  of  growing  consequence  to  both  j 
producers  and  consumers  here.;^''^ 
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say  and  the  newscaster  didn't  even  think  to  ask; 
everyone  just  assumes  the  country  is  in  rotten 
shape.  Where  do  they  get  their  certainty?  From 
the  mass  media  that  keep  telling  them  that  the 
economy  is  a  mess,  America  is  a  mess. 

Peggy  Noonan  got  it  right  in  the  essay  that 
follows  in  this  issue:  "It  is  writers — journalists, 
screenwriters,  novelists,  newswriters — we  turn 
to  more  than  anyone  to  tell  us  exacdy  how  our 
country  is  doing,  and  they  are  precisely  the  last 
people  who  would  accurately  point  out  that  in 
the  long  tape  of  history  this  is  a  pretty  good  few 
inches.  .  .  ." 

But  where  do  the  media  mandarins  get  their 
feeling  that  these  are  bad  inches  on  history's 
tape.^  From  writers  and  academicians,  of  course. 
Especially  from  writers  and  academicians  who 
have  a  low  opinion  of  capitalism  and  of  Ameri- 
can popular  culture.  The  media  machine  turns 
this  highbrow  griping  into  sound  bites  and  data 
bites  and  feeds  them  to  the  masses. 

To  mark  this  magazine's  75th  anniversary, 
the  editors  wanted  to  look  behind  the  sour 
moroseness  of  the  media  and  seek  more  pro- 
found explanations  for  the  prevailing  angst. 

At  the  start  we  decided:  no  economists. 
They  have  nothing  to  tell  us  about  the  real 
reasons  for  America's  turn-of-the-millennium 
discontent.  So,  starting  on  page  58,  eleven  of 
America's  best  writers  and  scholars  give  their 
noneconomic  explanations  for  the  blue  fiink 
oppressing  Americans. 

Each  essay  is  an  attempt  by  the  author  to 
answer  our  question:  Why  do  Americans  feel  so 
bad  when  they've  got  it  so  good.^ 

Varied  as  the  answers  are,  there  is  a  fairly 
common  thread.  It  isn't  the  national  debt  or  the 
unemployment  rate  or  the  current  recession  that 
bothers  the  nation's  thinkers.  It's  not  an  eco- 
nomic mess  that  they  see.  It's  a  moral  mess,  a 
cultural  mess.  While  the  media  natter  about  a 
need  for  economic  change,  these  serious  intel- 
lectuals worry  about  our  psyches.  Can  the  hu- 
man race  stand  prosperity.^  Is  the  American 
experiment  in  freedom  and  equal  opportunity 
morally  bankrupt? 

Reading  the  essays  that  follow  isn't  a  comfort- 
able experience  for  one  who  believes  deeply  in 
this  country  and  its  values.  Without  exception 
these  brainy  Americans  (and  one  Brit)  see  us  in  a 
moral  crisis.  But  without  exception  they  lift  the 
level  of  discourse  above  that  found  in  the  papers 
and  on  the  tube,  where  we  are  punished  hourly 
with  mindless  keening  about  distribution  of 
wealth,  the  greed  of  the  rich  and  the  rights  and 
wrongs  suffered  by  this  minority  and  that  alleg- 
edly oppressed  group.  It  isn't  the  economic 
system  that  needs  fixing,  most  of  our  essayists 
say.  It's  our  value  system.  As  historian  Gertrude 
Himmelfarb  (page  120)  puts  it:  "I  am  not 
talking  about .  .  .  psychobabble.  ...  I  am  talk- 


ing of  the  justified  discontent  of  the  responsible 
citizen  who  discovers  that  economic  and  materi- 
al goods  are  no  compensation  for  social  and 
moral  ills." 

Some  of  the  essayists  conclude  that  pessimism 
is  justified  and  that  we  are  in  grave  risk  of  going 
to  hell.  Harvard  historian  Simon  Schama  writes: 
"More  Jiousing  starts,  a  littie  leap  in  the  'con- 
sumer confidence'  ratings,  or  a  pickup  in  auto 
sales  may  signal  some  sort  of  return  to  short- 
term  cheerfulness,  but  these  indices  say  nothing 
about  the  deep  systemic  sicknesses  that  may  in 
the  end  determine  that  the  American  Century 
will  have  lasted,  in  fact,  for  just  50  years. 

"It's  an  old  joke  in  our  family  that  the 
Schamas  have  an  uncanny  knack  for  following 
collapsing  empires.  A  century  and  a  half  ago  we 
were  subjects  of  the  Ottoman  Empire;  then,  as 
that  disintegrated,  took  ourselves  off"  to  Habs- 
burg  Vienna;  thence,  in  my  parents'  generation, 
to  Edwardian  Britain.  And  here  I  am." 

It  may  be  that  the  Schama  family  will  have  to 
flee  once  more.  But  it's  well  to  remember  that 
this  is  a  country  where  the  intellectuals  have 
almost  always  felt  cut  off  and  unhappy.  Just 
because  people  write  well  doesn't  mean  they  can 
predict  well  or  even  accurately  judge  the  pres- 
ent. Saul  Bellow,  the  great  novelist  (page  98), 
dismisses  a  lot  of  the  current  doom-saying  with 
these  words: 

"When  I  was  young  the  great  pundits  were 
personalities  like  li.G.  Wells  or  George  Bernard 
Shaw  or  Havelock  EUis  or  Romain  Rolland.  We 
respectfiilly  read  what  they  had  to  say  about 
communism,  fascism,  peace,  eugenics,  sex.  I 
recall  these  celebrities  unsentimentally.  Wells, 
Shaw  and  Romain  Rolland  brought  punditry 
into  disrepute.  The  last  of  the  world-class  men- 
tal giants  was  Jean-Paul  Sartre,  one  of  whose 
contributions  to  world  peace  was  to  exhort  the 
oppressed  of  the  Third  World  to  slaughter 
whites  indiscriminately. 

"Lincoln  Steffens,  playing  the  pundit  in  Russia 
after  the  Revolution,  said,  'I  have  been  over  into 
the  fiiture ,  and  it  works. '  Some  secret  wisdom !  As 
a  horseplayer  he  would  have  lost  his  shirt." 

So,  before  you  lose  your  shirt  and  your  faith  in 
the  country,  read  the  essays  that  follow  and 
decide  for  yourself  what  is  behind  the  American 
angst-amidst-abundance.  I  personally  like  what 
political  scientist  James  Q.  Wilson  (page  110) 
writes:  "Cheer  up,  Americans.  You  are  right  to 
be  grumpy,  but  there  is  no  system  for  governing 
a  large,  free  and  complex  society  such  as  ours 
that  is  likely  to  do  much  better  or  make  you  less 
grumpy.  If  you  don't  believe  it,  travel." 

And  when  you  get  back  from  Sweden  and 
Japan,  Germany  and  Cuba  and  hear  our  politi- 
cians and  our  ideamongers  shouting  about 
changing  America,  ask  them:  Change  it  to  what? 
At  what  cost?  ^ 
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You'd  cry 
too  if  it 

happened 
to  you 


'^'. . .  We  have  lost  the  old  knowledffe  that 
happiness  is  overrated — that,  in  a  way, 
life  is  overrated.  Our  ancestors  believed  in 
two  worlds,  and  understood  this  to  be  the 
solitary,  poor,  nasty,  brutish  and  short  one. 
We  are  the  first  ^fenerations  of  man  that 
actually  expected  to  find  happiness 
here  on  earth,  and  our  search  for  it 
has  caused  such — unhappiness . .  /^ 


By  Peggy  Noonan 


Peggy  Noonan, 
a  former  CBS  news 
writer  for  Dan  Rather, 
is  l)est  known  as  a 
speechwriter  for 
Ronald  Reagan  and 
George  Bush. 
She  shared  her 
liehind-the-scenes 
observations  in  her 
bestselling  boolt. 
What  I  Saw  at  the 
Revolution. 
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In  his  lifetime  he  had  seen  America  rise 
and  rise  and  rise,  some  sort  of  golden 
legend  to  her  own  people,  some  sort 
of  impossible  fantasy  to  others  .  .  .  rise 
and  rise  and  rise — and  then  .  .  .  the 
golden  legend  crumbled,  overnight 
the  fall  began,  the  heart  went  out  of  it,  a  too 
complacent  and  uncaring  people  awoke  to  find 
themselves  naked  with  the  winds  of  the  world 
howling  around  their  ears.  ...  A  universal  quilt 
enshrouded  ...  all  who  participated  in  those 
times.  .  .  .  Now  there  was  a  time  of  uneasiness 
.  .  .  when  all  thinking  men  fretted  and  worried 
desperately  about  'how  to  catch  up'  and  'how  to 
get  ahead';  and  also,  in  the  small  hours  of  the 
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night's  cold  terror,  about  what  it  would  be 
like  if  America  couldn't  catch  up,  if  history' 
should  have  decided  once  and  for  all  that 
America  should  never  again  be  permitted  to 
get  ahead.  .  .  ." 

Well,  so  much  for  Camelot. 

When  Allen  Drury  wrote  those  words — they 
set  the  scene  for  his  classic  political  novel,  Advise 
and  Consent — he  was  trving  to  capture  the 
mood  of  America  in  1959,  as  the  peaceful  and 
composed  Eisenhower  era  receded,  John  Ken- 
nedy geared  up  for  the  presidency'  and  the  go-go 
Sixties  waited  to  be  born.  We  remember  those 
days  as  innocent  and  hopefiil;  Drur\'  recorded 
them  as  anxious  and  depressed.  Which  demon- 
strates a  small  but  not  insignificant  point:  It  is 
writers — journalists,  screenwriters,  novelists, 
newswriters — we  turn  to  more  than  anyone  to 
tell  us  exacdy  how  our  country  is  doing,  and 
they  are  precisely  the  last  people  who  would 
accurately  point  out  that  in  the  long  tape  of 
histor)'  this  is  a  prett\'  good  few  inches. 

There  are  many  reasons  for  this — catching 
and  tagging  whatever  angst  is  floating  around  is 
their  job — but  the  biggest  is  simple.  Writers 
always  see  their  time  as  marked  by  pain  because 
it  always  is.  Children  die.  People  lose  their 
homes.  Life  is  sad.  To  declare  the  relative  happi- 
ness of  your  era  is  to  sound  stupid  and  uncaring, 
as  if  you  don't  know  people  are  suffering,  when 
people  always  are. 

I  am  inclined  toward  the  long  view.  The  life  of 
people  on  earth  is  obviously  better  now  than  it 
has  ever  been — certainly  much  better  than  it  was 
500  years  ago  when  people  beat  each  other  with 
cats.  This  may  sound  silly  but  now  and  then 
when  I  read  old  fair\'  tales  and  see  an  illustration 
of  a  hunchbacked  hag  with  no  teeth  and  bumps 
on  her  nose  who  lives  by  herself  in  the  forest,  I 
think:  People  looked  like  that  once.  They  lived 
like  that.  There  were  no  doctors,  no  phones,  and 
people  lived  in  the  dark  in  a  hole  in  a  tree.  It  was 
terrible.  It's  much  better  now. 

But  we  are  not  happier.  I  believe  we  are  just 
cleaner,  more  attractive  sad  people  than  we  used 
to  be. 

There  are  serious  reasons  members  of  my  gener- 
ation in  particular  are  feeling  a  high  level  of 
anxiety  and  unhappiness  these  days,  but  first  a 
word  about  how  we  "know"  this:  the  polls. 

I  used  to  like  polls  because  I  like  vox  pop,  and 
polls  seemed  a  good  way  to  get  a  broad  sam- 
pling. But  now  I  think  the  vox  has  popped — the 
voice  has  cracked  ft^om  too  many  command 
performances.  Polls  are  contributing  to  a 
strange  new  volatility  in  public  opinion. 

A  year  ago,  at  the  conclusion  of  the  Gulf  war, 
George  Bush's  approval  ratings  were  at  nearly 
90%.  As  I  write,  they  are  30%.  This  is  a  huge 
drop,  and  in  a  way  a  meaningless  one.  President 
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People  who  take  their  pulse 
too  often  are  likely  to  make 
it  race.  Nations  that  use 
polls  as  daily  temperature 
readings  inevitably  give 
inauthentic  readings, 
and  wind  up  not  reassured 
hut  demoralized. 


Bush  didn't  deserve  90%  support  for  having 
successfully  executed  a  hundred-hour  ground 
war;  Abe  Lincoln  deserved  a  90%  for  preserving 
the  nation.  Bush  didn't  deserve  30%  support 
because  the  economy  is  in  recession;  John  Ad- 
ams deserved  a  30%  for  the  Alien  and  Sedition 
laws.  It  is  all  so  exaggerated. 

The  dramatic  rises  and  drops  are  fueled  in  part 
by  mass  media  and  their  famous  steady  drum- 
beat of  what's  not  working,  from  an  increase  in 
^^^^____^__^  reported  child  abuse  to  a 
fall  in  savings.  When  this 
tendency  is  not  prompted 
by  ideology  it  is  legitimate: 
Good  news  isn't  news.  But 
the  volatility  is  also  driven 
by  the  polls  themselves. 
People  think  they  have  to 
have  an  answer  when  they 
are  questioned  by  pollsters, 
and  they  think  it  has  to  be 
"intelligent"  and  "not  na- 
ive." This  has  the  effect  of 
hardening  opinions  that 
haven't  even  been  formed  yet.  Poll  questions  do 
not  invite  subdety  of  response.  This  dispels 
ambiguity,  when  a  lot  of  thoughts  and  opinions 
are  ambiguous. 

And  we  are  polled  too  often.  We  are  constant- 
ly having  our  temperature  taken,  like  a  hypo- 
chondriac who  is  looking  for  the  reassurance 
that  no  man  can  have,  i.e.,  that  he  will  not  die. 
I  once  knew  a  man  who  was  so  neurotically 
fearful  about  his  physical  well-being  that  in  the 
middle  of  conversations  he  would  quiedy  put  his 
hand  to  his  wrist.  He  was  taking  his  pulse.  When 
I  was  seven  or  eight  years  old,  I  became  anxious 
that  I  would  stop  breathing  unless  I  remem- 
bered every  few  seconds  to  inhale.  This  mania 
was  exhausting.  At  night,  on  the  verge  of  sleep,  I 
would  come  awake  in  a  panic,  gulping  for  air. 

People  who  take  their  pulse  too  often  are 
likely  to  make  it  race;  people  obsessed  with 
breathing  are  likely  to  stop.  Nations  that  use 
polls  as  daily  temperature  readings  inevitably 
give  inauthentic  readings,  and  wind  up  not 
reassured  but  demoralized. 

There  are  reasons  for  our  discontent.  Each  era 
has  its  distinguishing  characteristics;  each  time  a 
big  barrel  of  malaise  rolls  down  the  hill  there  are 
specific  and  discrete  facts  rolling  around  inside. 
Here  are  some  of  ours: 

Once  in  America  if  you  lost  your  job — if  you 
were  laid  off  from  the  assembly  line  at  Ford,  for 
instance — you  had  reason  to  believe  you'd  be 
rehired.  Business  cycles,  boom  and  bust — soon- 
er or  later  they'd  call  you  back.  There  was  a 
certain  security  in  the  insecurity.  Now  it's  differ- 
ent. Now  if  you're  laid  off  from  your  job  as  the 
number  two  guy  in  public  affairs  at  the  main 


Jersey  office  of  a  phone  company,  you  have 
reason  to  fear  you'll  never  be  hired  back  into 
that  or  any  white-collar  job,  because  employ- 
ment now  is  connected  less  to  boom  and  bust 
than  to  changing  realities,  often  changing  tech- 
nologies, in  the  marketplace.  The  telephone 
company  doesn't  need  you  anymore. 

You  ■are  a  boomer,  and  obscurely  oppressed. 
But  there  is  nothing  obscure  about  your  predica- 
ment. So  many  people  are  relying  on  you !  You  and 
your  wife  waited  to  have  children,  and  now  they're 
8  and  10  and  you're  48 — too  late  to  start  over,  to 
jeopardize  the  $75,000  a  year  you  earn.  And  if  you 
tried,  you  would  lose  your  medical  coverage. 

Your  mother  and  father  are  going  to  live 
longer  than  parents  have  ever  lived  and  will 
depend  on  you  to  take  care  of  them  as  they  (as 
you,  at  night,  imagine  it)  sUde  from  mild  senility 
to  hill  dementia.  Your  children  will  have  a 
longer  adolescence,  and  expect  you  to  put  them 
through  college  just  as  mom  and  dad  are  enter- 
ing a  home. 

Your  biggest  personal  asset  is  your  house, 
which  has  lost  value.  You  have  a  hefty  mortgage, 
your  pension  fund  is  underfunded,  you  don't 
think  your  social  security  benefits  are  secure  and 
you  do  not  trust  the  banks. 

The  last  may  be  the  most  serious  in  terms  of 
how  people  feel.  In  the  years  since  the  Depres- 
sion we  have  been  able  to  trust  that  the  institu- 
tions we  put  our  savings  into  would  be  there 
tomorrow  and  pay  us  interest.  We  don't  know 
that  anymore;  most  of  us  are  afraid  that  all  of  a 
sudden  a  major  bank,  strained  from  its  own 
feckless  investments  to  middle-aged  mall  build- 
ers who  make  political  contributions,  will  fold, 
taking  the  other  banks  with  it. 

We  wonder,  "in  the  small  hours  of  the  night's 
cold  terror,"  if  there  is  another  depression  and 
the  banks  fail,  how  will  I  and  my  family  live? 
How  will  we  buy  food  and  gas  and  pay  for 
electricity."  We  don't  know  how  to  grow  things! 
What  will  we  eat  if  it  all  collapses? 

I  think  the  essential  daily  predicament  of  mod- 
ern, intelligent,  early-middle-age  Americans — 
the  boomers,  the  basketball  in  the  python — is 
this:  There  is  no  margin  for  error  anymore. 
Everything  has  to  continue  as  it  is  for  us  to 
continue  with  the  comfort  we  have.  And  we  do 
not  believe  that  everything  will  continue  as  it  is. 

It  is  embarrassing  to  live  in  the  most  comfort- 
able time  in  the  history  of  man  and  not  be  happy. 
We  all  have  so  much! 

Think  of  the  set  of  "The  Honeymooners." 
What  did  Ralph  and  Alice  have  in  1955?  A 
small  rented  apartment  with  a  table,  two 
chairs,  a  bureau,  a  picture  on  a  faded  wall.  The 
set     designer     was     spoofing     the     average. 

Think  of  the  set  of  "Family  Ties":  the  couch- 
es, the  lamps,  the  vc:rs,  the  color  rvs.  There  is 
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art  on  the  walls.  The  children  had  expensive 
orthodontia. 

You  will  say,  one  show  was  about  the  working 
class,  the  other  the  middle  class.  But  that's  the 
point:  The  average  couple  was  working  class 
then  and  is  middle  class  now. 

We  have  so  much  more  than  mom  and  dad 
that  we  can't  help  but  feel  defensive  about 
feeling  so  bad,  and  paying  off  our  charge  cards 
so  late,  and  being  found  in  the  den  surfing  from 
channel  to  channel  at  3  a.m.,  staring  back  at 
Brian  Lamb's  eyes. 

And  there's  this:  We  know  that  we  suffer — 
and  we  get  no  credit  for  it!  Sometimes  we  feel 
the  bitterness  of  the  generation  that  fought 
World  War  I,  but  we  cannot  write  our  memoirs 
and  say  "good-bye  to  all  that,"  cannot  tell 
stories  of  how  our  boots  rotted  in  the  mud, 
cannot  deflect  the  neighborhood  praise  and  be 
modest  as  we  lean  against  the  bar.  They  don't 
know  we're  brave.  They  don't  know  we  fight  in 
trenches  too. 

I  find  myself  thinking  of  Auden's  words  about 
the  average  man  in  1939,  as  darkness  gathered 
over  Europe — the  "sensual  man-in-the-street," 
barely  aware  of  his  emptiness,  who  promised 
that  he  will  be  "true  to  the  wife,"  that  some  day 
he  will  be  happy  and  good. 

Auden  called  his  era  the  "age  of  anxiety."  I 
think  what  was  at  the  heart  of  the  dread  in  those 
days,  just  a  few  years  into  modern  times,  was  that 
we  could  tell  we  were  beginning  to  lose  God — 
banishing  him  from  the  scene,  from  our  con- 
sciousness, losing  the  assumption  that  he  was 
part  of  the  daily  drama,  or  its  maker.  And  it  is  a 
terrible  thing  when  people  lose  God.  Life  is 
difficult  and  people  are  afraid,  and  to  be  without 
God  is  to  lose  man's  great  source  of  consglation 
and  coherence.  There  is  a  phrase  I  once  heard  or 
made  up  that  I  think  of  when  I  think  about  what 
people  with  deep  faith  must  get  from  God:  the 
love  that  assuages  all. 

I  don't  think  it  is  unconnected  to  the  boom- 
ers' predicament  that  as  a  country  we  were 
losing  God  just  as  they  were  being  born. 

At  the  same  time,  a  huge  revolution  in  human 
expectation  was  beginning  to  shape  our  lives, 
the  salient  feature  of  which  is  the  expectation  of 
happiness.  >' 

It  is  1956  in  the  suburbs,  in  the  summer.  A  man 
comes  home  from  work,  parks  the  car,  slouches  up 
the  driveway.  His  white  shirt  clin£[s  softly  to  his 
back.  He  bends  for  the  paper,  surveys  the  lawn, 
waves  to  a  neighbor.  From  the  house  comes  his  son, 
freckled,  ten.  He  jumps  on  his  father;  they  twirl  on 
the  lawn.  Another  day  done.  Now  water  the  lawn, 
catfish  cakes,  watch  some  TV,  £[o  to  bed,  do  it  all 
a^ain  tomorrow. 


put  here  to  be  happy.  But  the  knowledge  of  his 
unhappiness  does  not  gnaw.  Ever^'one  is  unhap- 
py, or  rather  everyone  has  a  boring  job,  a 
marriage  that's  turned  to  disinterest,  a  life  that's 
turned  to  sameness.  And  because  he  does  not 
expect  to  be  happy  the  knowledge  of  his  unhap- 
piness does  not  weigh  on  him.  He  looks  perhaps 
to  other,  more  eternal  forms  of  comfort. 

Somewhere  in  the  Seventies,  or  the  Sixties,  we 
started  expecting  to  be  happy,  and  changed  our 
lives  (left  town,  left  families,  switched  jobs)  if  we 
were  not.  And  society  strained  and  cracked  in 
the  storm. 

I  think  we  have  lost  the  old  knowledge  that 
happiness  is  overrated — that,  in  a  way,  life  is 
overrated.  We  have  lost,  somehow,  a  sense  of 
mystery — about  us,  our  purpose,  our  meaning, 
our  role.  Our  ancestors  believed  in  two  worlds, 
and  understood  this  to  be  the  solitary,  poor, 
nasty,  brutish  and  short  one.  We  are  the  first 
generations  of  man  that  actually  expected  to 
find  happiness  here  on  earth,  and  our  search  for 
it  has  caused  such — unhappiness.  The  reason:  If 
you  do  not  believe  in  another,  higher  world,  if 
you  believe  only  in  the  flat  material  world 
around  you,  if  you  believe  that  this  is  your  only 
chance  at  happiness — if  that  is  what  you  believe, 
then  you  are  not  disappointed  when  the  world 
does  not  give  you  a  good  measure  of  its  riches, 
you  are  despairing. 

In  a  Catholic  childhood  in  America,  you  were 
once  given,  as  the  answer  to  the  big  questions:  It 
is  a  mystery.  As  I  grew  older  I  was  impatient  with 
this  answer.  Now  I  am  probably  as  old,  intellec- 
tually, as  I  am  going  to  get,  and  more  and  more  I 
think:  It  is  a  mystery.  I  am  more  comfortable 

with  this  now;  it  seems  the      

only  rational  and  scientific 
answer. 

My  generation,  faced  as 
it  grew  with  a  choice  be- 
tween religious  belief  or  ex- 
istential despair,  chose  .  .  . 
marijuana.  Now  we  are  in 
our  cabernet  stage.  (Jung 
wrote  in  a  letter  that  he  saw 
a  connection  between  spir- 
its and  The  Spirit;  some- 
times when  I  go  into  a 
church  and  see  how  mod- 
ern Catholics  sometimes  close  their  eyes  and  put 
their  hands  out,  palms  up,  as  if  to  get  more  of 
God  on  them,  it  reminds  me  of  how  kids  in 
college  used  to  cup  their  hands  delicately 
around  the  smoke  of  the  pipe,  and  help  it  waft 
toward  them.)  Is  it  possible  that  our  next  step  is 
a  deep  turning  to  faith,  and  worship.^  Is  it 
starting  now  with  tentative.  New  Age  steps? 

It  is  a  commonplace  to  note  that  we  have  little 
faith  in  our  institutions,  no  faith  in  Congress,  m 
Is  he  happy?  No.  Why  should  he  be?  We  weren't     the  White  House,  litde  faith  in  what  used  to  be 


In  a  Catholic  childhood  in 
America  you  were  once^iven, 
in  answer  to  the  hi£f  questions: 
It  is  a  mystery.  As  Igrew  older 
I  was  impatient  with  this 
answer.  Now  I  am  probably 
as  old,  intellectually,  as  I  am 
^oing  to  get,  and  more  and 
more  1  think:  It  is  a  mystery. 
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The  unsurpassed  quality  of  film  plus  the  convenience 

of  electronics:  KODAK  Photo  CD  products  put  this  powerful 

combination  where  you  need  it  most:  right  on  your  desktop. 
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special  compact  discs  at  high  resolution,  with  Kodak 
software  that  lets  you  use  those  "digital  negatives''  in  desktop 
computer  applications.  To  see  how  Kodak  can  put 
imaging  to  work  for  your  business,  call  1  800  445-6325,  Ext.  950}. 


f      Imaging  by  all 


means 


Peggy  Noonan 


The  voters  think  Washington  is 
a  whorehouse  and  every  four 
years  they  get  a  chance  to  elect 
anew  piano  player.  They 
would  rather  hum  the 
whorehouse  down.  They  looked 
at  Perot  and  saw  a  hand 
grenade  with  a  bad  haircut. 


called  the  establishment — big  business,  big  me- 
dia, the  Church.  But  there's  a  sort  of  schizoid 
qualits'  in  this.  We  have  contempt  for  the  media, 
but  we  have  respect  for  newscasters  and  colum- 
nists. When  we  meet  them  we're  impressed  and 
admiring.  We  respect  priests  and  rabbis  and 
doctors.  But  we  are  cynical  about  what  they're 
part  of. 

It's  also  famously  true  that  we  hate  Congress 
and  keep  reelecting  our  congressmen.  I  don't 
know  how  to  reconcile  this.  Sometimes  I  think 
there  is  a  tinny,  bra)'ing  qualit}'  to  our  cynicism. 
We  are  like  a  cit\'  man  in  a  Dreiser  novel,  quick 
v\ith  a  wink  that  shows  we  know^  the  real  low- 
down,  the  real  dope.  This  kind  of  cynicism 
seems  to  me  ...  a  dodge.  When  you  don't 
believe,  you  don't  have  to  take  part,  invest, 
become  part  of  Skepticism  is  healthy,  and  an 
appropriate  attitude  toward  those  who  wield 
power.  But  c)'nicism  is  corrosive  and  self-cor- 
rupting. Everyone  at  the  top  is  a  moral  zero,  I'll 
be  a  moral  zero  too. 

But  our  cynicism  is  also  earned.  Our  establish- 
ments have  failed  us.  I  imagine  an  unspoken 
dialogue  with  a  congressman  in  Washington: 
Voter:  "Do  what  is  right!" 
Politician:  "But  you'll  kill  me!" 
Voter:  "Maybe,  but  do  it  an\^vay!  I  hired  you 
to  go  to  Congress  to  make  hard  decisions  to  help 
our  countrv'.  Take  your  term,  do  it,  and  go 
home.  Kill  yourself!" 

Politician:  "But  I  have  seniority  and  expertise 
and  I'm  up  to  speed  on  the 
issues.  Replace  me  and  it'll 
be  six  years  before  he  knows 
what  I  know." 

Voter:  "Well  maybe  we 
don't  want  him  to  know 
what  you  know.  Maybe  we 
want  someone  dumb 
enough  not  to  know  what's 
impossible  and  brave 
enough  to  want  to  do 
what's  right." 

Politician:    "But   I   love 

this  job." 

Voter:  "But  we  never  intended  Congress  to 

be  a  career.  We  meant  it  to  be  a  pain  in  the  neck, 

like  jury  dut}'.  And  maybe  I  won't  kill  you. 

Maybe  I'll  respect  you.  Take  a  chance!" 

The  biggest  scandal  of  the  modern  era,  and  the 
one  that  wil!  prove  to  have  most  changed  our 
politics,  is  the  s&L  scandal,  in  which  certain 
members  of  both  parties  colluded  to  give  their 
campaign  contributors  what  they  wanted  at  the 
expense  of  innocent  taxpayers  who  will  pay  the 
bill,  in  billions,  for  generations. 

Watergate  pales.  Teapot  Dome  pales.  It  is 
what  was  behind  the  rise  of  Perot.  The  voters 
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think  Washington  is  a  whorehouse  and  even' 
four  years  they  get  a  chance  to  elect  a  new  piano 
player.  They  would  rather  burn  the  whorehouse 
down.  They  figured  Perot  for  an  affable  man 
with  a  torch.  They  looked  at  him  and  saw  a  hand 
grenade  with  a  bad  haircut. 

Finally,  another  thing  has  changed  in  our 
lifetimes:  People  don't  have  faith  in  America's 
future  anymore. 

I  don't  know  many  people  aged  35  to  50  who 
don't  have  a  sense  that  they  were  born  into  a 
healthier  countn,',  and  that  they  have  seen  the 
culture  deteriorate  before  their  eyes. 

We  tell  pollsters  we  are  concerned  about 
"leadership"  and  "America's  prospects  in  a 
changing  world,"  but  a  lot  of  this  is  a  reflection 
of  a  boomer  secret:  We  all  know  the  imperfect 
America  we  were  born  into  was  a  better  countn, 
than  the  one  we  live  in  now,  i.e.,  the  one  we  are 
increasingly  responsible  for. 

You  don't  have  to  look  far  for  the  fraying  of 
the  social  fabric.  Crime,  the  schools,  the  courts. 
Watch  Channel  35  in  New  York  and  see  your 
culture.  See  men  and  women,  homo-  and  het- 
ero-,  dressed  in  black  leather,  masturbating  each 
other  and  simulating  sadomasochistic  ritual. 
Realize  this  is  pumped  into  everv'one's  living 
room,  including  your  own,  where  your  8 -year- 
old  is  flipping  channels.  Then  talk  to  a  pollster. 
You  too  will  declare  you  are  pessimistic  about 
your  countn 's  future;  you  too  will  say  we  are  on 
the  wrong  track. 

Remember  your  boomer  childhood  in  the 
towns  and  suburbs.  You  had  physical  securit>'. 
You  were  safe.  It  is  a  cliche  to  say  it,  but  it  can't 
be  said  enough:  We  didn't  lock  the  doors  at 
night  in  the  old  America.  We  slept  with  the 
windows  open!  The  cities  were  better.  A  man 
and  woman  falling  in  love  could  stroll  the  parks 
of  a  city  at  2  a.m.  Douglas  Edwards,  the  venera- 
ble newscaster,  once  told  me  about  what  he 
called  the  best  time.  He  sat  back  in  the  news- 
room one  afternoon  in  the  late  Seventies,  in  the 
middle  of  the  creation  of  the  current  world,  and 
said,  "New  York  in  the  Fifties — there  was  noth- 
ing like  it,  it  was  clean  and  it  was  peaceful.  You 
could  walk  the  streets!"  He  stopped,  and 
laughed  at  celebrating  with  such  emotion  what 
should  be  commonplace. 

You  know  what  else  I  bet  he  thought,  though 
he  didn't  say  it.  It  was  a  more  human  worid  in 
that  it  was  a  sexier  world,  because  sex  was  still  a 
story.  Each  high  school  senior  class  had  exactly 
one  girl  who  got  pregnant  and  one  guy  who  was 
the  father,  and  it  was  the  town's  annual  scandal. 
Either  she  went  somewhere  and  had  the  baby 
and  put  it  up  for  adoption,  or  she  brought  it 
home  as  a  new  baby  sister,  or  the  couple  got 
married  and  the  town  topic  changed.  It  was  a 
stricter,  tougher  society,  but  its  bruising  sane 
tions  came  from  ancient  wisdom. 
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We  have  all  had  a  moment  when  all  of  a 
sudden  we  looked  around  and  thought:  The 
world  is  changing,  I  am  seeing  it  change.  This  is 
for  me  the  moment  when  the  new  America 
began:  I  was  at  a  graduation  ceremony  at  a 
public  high  school  in  New  Jersey.  It  was  1971  or 
1972.  One  by  one  a  stream  of  black- robed 
students  walked  across  the  stage  and  received 
their  diplomas.  And  a  pretty  young  girl  with  red 
hair,  big  under  her  graduation  gown,  walked  up 
to  receive  hers.  The  auditorium  stood  and  ap- 
plauded. I  looked  at  my  sister.  "She's  going  to 
have  a  baby." 

The  girl  was  eight  months  pregnant  and  had 
had  the  courage  to  go  through  with  her  preg- 
nancy and  take  her  finals  and  finish  school 
despite  society's  disapproval. 

But:  Society  wasn't  disapproving.  It  was  ap- 
Iplauding.  Applause  is  a  right  and  generous 
response  for  a  young  girl  with  grit  and  heart. 
And  yet,  in  the  sound  of  that  applause  I  heard  a 
wall  falling,  a  thousand-year  wall,  a  wall  of 
sanctions  that  said:  We  as  a  society  do  not 
[approve  of  teenaged  unwed  motherhood  be- 
cause it  is  not  good  for  the  child,  not  good  for 
the  mother,  and  not  good  for  us. 

The  old  America  had  a  delicate  sense  of  the 
difference  between  the  general  ("We  disap- 
prove") and  the  particular  ("Let's  go  help 
her").  We  had  the  moral  self-confidence  to 
sustain  the  paradox,  to  sustain  the  distance 
between  "official"  disapproval  and  "unofficial" 
succor.  The  old  America  would  not  have  ap- 
plauded the  girl  in  the  big  graduation  gown,  but 
some  of  its  individuals  would  have  helped  her 
not  only  materially  but  with  some  measure  of 
emotional  support.  We  don't  so  much  anymore. 
For  all  our  tolerance  and  talk  we  don't  show 
much  love  to  what  used  to  be  called  girls  in 
trouble.  As  we've  gotten  more  open-minded 
we've  gotten  more  closed-hearted. 

Message  to  society:  What  you  applaud,  you 
encourage.  And:  Watch  out  what  you  celebrate. 

(This  section  was  written  before  Dan  Quayle 
and  Murphy  Brown,  about  which  one  might  say 
he  said  a  right  thing  in  the  wrong  way  and  was 
the  wrong  man  to  say  it.  Quayle  is  not  a  stupid 
man,  but  his  expressions  reveal  a  certain  tropism 
toward  the  banal.  This  is  a  problem  with  some 
Republican  men.  There  is  a  kind  of  heavy- 
handed  dorkishness  in  their  approach  that  leaves 
them  unable  to  persuasively  address  questions 
requiring  delicacy;  they  always  sound  judgmen- 
tal when  they  mean  to  show  concern.) 

Two  final  thoughts. 
1 .  We  might  all  feel  better  if  we  took  personally 
the  constitutional  injunction  to  "preserve  and 
protect." 

Every  parent  in  America  knows  that  we're  not 
doing  a  very  good  job  of  communicating  to  our 


children  what  America  is  and 
has  been.  When  we  talk 
about  immigration,  pro  or 
con,  there  is,  I  think,  an 
unspoken  anxiety:  We  arc 
not  inculcating  in  America's 
new  immigrants — as  some- 
one inculcated  in  our  grand- 
and  great-grandparents — 
the  facts  of  American  history' 
and  why  America  deserves  to 
be  loved.  And  imperfect  as  it 
is,  and  as  we  are,  we  boomers 
love  our  country. 

In  our  cities  we  teach  not  the  principles  that 
made  our  country — the  words  of  the  Founding 
Fathers,  the  moral  force  that  led  us  to  endure  five 
years  of  horror  to  free  slaves,  a  space  program  that 
expanded  the  frontiers  of  human  knowledge,  the 
free  market  of  ideas  and  commerce  and  expres- 
sion that  yielded  miracles  like  a  car  in  every 
garage,  and  mass-produced  housing.  We  are 
lucky  in  that  the  central  fact  of  our  country  is  both 
inspiring  and  true :  America  is  the  place  formed  of 
the  institutionalization  of  miracles.  Which  made 
it  something  new  in  the  history  of  man,  some- 
thing— better. 

We  do  not  teach  this  as  a  society  and  we  teach 
it  insufficiently  in  our  schools.  We  are  more 
inclined  to  teach  that  Columbus'  encounter 
with  the  Americas  produced,  most  significantly, 
the  spreading  of  venereal  disease  to  their  inno- 
cent indigenous  peoples. 

We  teach  the  culture  of  resentment,  of  griev- 
ance, of  victimization.  Our  children  are  told  by 
our  media  and  our  leaders  that  we  are  a  racist 
nation  in  which  minorities  are  and  will  be 
actively  discriminated  against. 

If  we  are  demoralized  we  have,  at  least  in  this, 
demoralized  ourselves.  We  are  certainly  demor- 
alizing our  children,  and  giving  them  a  darker 
sense  of  their  future  than  is  warranted. 

2.  It's  odd  to  accuse  boomers  of  reticence,  but  I 
think  we  have  been  reticent,  at  least  in  this: 

When  we  talk  about  the  difficulties  of  our  lives 
and  how  our  country  has  changed  we  become 
embarrassed  and  feel  .  .  .  dotty.  Like  someone's 
old  aunt  rocking  on  the  porch  and  talking  about 
the  good  old  days.  And  so  most  of  us  keep  quiet, 
raise  our  children  as  best  we  can,  go  to  the 
cocktail  party,  eat  our  cake,  go  to  work  and  take 
the  vacation. 

We  have  removed  ourselves  from  leadership, 
we  professional  white-collar  boomers.  We  have 
recused  ourselves  from  a  world  we  never  made. 
We  turn  our  attention  to  the  arts,  and  entertain- 
ment, to  watching  and  supporting  them  or 
contributing  to  them,  because  they  are  the  only 
places  we  can  imagine  progress.  And  to  money, 
hoping  that  it  will  keep  us  safe.  ^M 


We  have  recused  ourselves  from 
a  world  we  never  made.  We  turn 
our  attention  to  the  arts,  and 
entertainment,  to  watching  and 
supporting  them,  because  they 
are  the  only  places  we  can 
imagine  pro£jress.  And  we 
turn  to  money,  hopin^i  that  it 
will  keep  us  safe. 
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We're  putting  $100,000 
on  the  line  to  prove  Astra  SP 

will  improve 
your  ix>ttom  line. 
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Purchase  an  Astra  SP  and  if 
your  bottom  line  doesn't 
improve,  we'll  give  you 
$100,000. 

We're  so  convinced  that  the 
new  Astra  SP  is  the  right  business 
machine  for  your  business  that  we 
are  willing  to  make  you  this  offer. 
Why  are  we  so  confident?  Because 
it's  an  aircraft  that  delivers  speed, 
range  and  short-field  performance 
at  an  operating  cost  that's  so  com- 
petitive it  will  ^v 


make  your 
Chief  Financial 


Officer  smile.  So. 


to  prove  our  point  if  your  bottom 
line  has  not  improved  after  the  first 
full  fiscal  year  from  the  time  you 
take  delivery  of  a  new  Astra  SP  from 
us.  we'll  give  you  $100.000(U.S.). 
Delivered  in  a  nice  leather  briefcase. 


The  "magic" 
of  our  wing 

Astra  engineers  used  sophisticated 
computer  technology  to  design 
Astra's  unique  double  swept  wing. 


high-speed,  high  altitude  ""^^ 

performance  and  exception- 
ally smooth  ride.  And  unlike 
many  of  its  competitors.  Astra's 
wing  is  fitted  with  special  leading 
edge  slats  which,  together  with  its 


"25.  ..28... 33...  our  number  of  world  speed  records  just  keeps  growing." 


Fowler  flaps,  allow  for  remarkable 
short-field  performance  and  safer 
take-offs  and  landings.  Certainly  a 
valuable  asset  to  have  for  greater 
accessability  to  tight,  inner  city  air- 
ports and  those  shorter  runways 
in  out-of-the-way  places.  This  ca- 
pability alone,  can  help  improve 
your  business  and  save  you  time. 
And  given  the  same  travel  re- 
quirements, the  Astra  SP  will  use 
less  fuel  than  any  of  its  certified 
mid-size  competitors. 

Your  global 
office  in  the  sky 

In  this  rapidly  changing  world 
of  global  business,  you  also  need 
to  consider  a  business  jet  that  can 
give  you  access  to  worldwide 


marketplaces. 

Once  again, 

Astra  SP  is 

the  right  choice. 

Its  unequalled  i 

performance  and  /      j 

range  is  a  triumph 

ofdesign  finesse  over 

brute  power  And  Astra 

is  so  aerodynamically  effi- 
cient, it  offers  the 

highest  operating 
,^        speeds  in  its 
^^^0^     class.  In  fact, 
Astra  already  has  33  world  speed 
records  to  its  credit. 

So,  when  you're  considering  the 
purchase  of  a  new  businessjet. 


here's  a  key  fact  to  remember: 
you'll  have  to  spend  at  least 
$7  million  more  to  match  the 
performance  and  versatility  of 
an  Astra  SP 


It  all  comes  down 
to  the  bottom  line 

Astra  SP  is  the  best  kept  secret  in 
the  industry  And  with  good  rea- 
son. Because  Astra  gives  you  a  level 
of  high-speed,  long-range  and  short- 
field  performance  that  the  competition 
never  wants  to  talk  about. 
A  level  of  performance        j 
that  will  improve  ' 

your  bottom 


and  we  re 
willing  to  put  up 
$100,000  to  prove  it. 
Now,  that's  an  offer  you  can't  refuse. 
For  the  details  and  effective  dates 
of  our  $1 00,000  offer  write  or  call 
our  President.  Roy  E.  Bergstrom. 
at  609-987-1125  or  fax  us  on 
your  business  letterhead  at 
609-987-8118  and  we'll 
be  pleased  to  send  you 
the  details. 


Leadership ...  by  design 
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Where  is 
the  space 
to  chase 
irainbows? 


^^. . .  American  plenty,  to  taste  ri^fht, 
needs  a  seasonin£[  of  idealism  . .  /^ 


By  John  Updike 


John  Updike  is 
perhaps  best 
known  for  his 
quartet  of  novels 
chronicling  Harry 
(Rabbit)  Angstrom, 
including  Rabbit 
is  Rich  and  Rabbit 
Redux.  He  has 
won  the  Pulitzer 
Prize,  the  National 
Book  Award, 
the  American 
Book  Award  and 
the  National 
Book  Critics 
Circle  Award. 
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^^m  «v  ^^    hy,  when   we   have   it  so 
^B    ^H     W    good,  do  we  feel  so  bad? 
^A  ^^k   m         The  question  suggests  its 
^^#^^^  own  answer;  because  Ameri- 
^V    ^f    cans  had  it  so  good,  they  feel 
^t      ^f    bad  now.  Not  altogether  bad,  of 
course,  and  not  equally  bad  in  all  sectors  of  the 
society;  obviously,  there  are  worse  fates  on  the 
globe  than  to  be  a  citizen  of  the  United  States. 
Few  residents  of  our  worst  ghettos  would  swap 
their  assets  for  a  one-way  ticket  back  to  Africa, 
Mexico,   Eastern    Europe   or  Vietnam.    One 
would  concede  that  the  quality  of  the  life  led  by 
the  average  American,  measured  in  space,  lei- 
sure, and  cost  of  daily  living,  compares  favorably 
with  that  of  the  average  crowded,  hard- worked 
Japanese,  and  is  not  markedly  inferior  to  that  of 
the  dwellers  in  such  socialized  high-tech  Utopias 
as  Switzerland,  Sweden,  and  the  united  Germa- 
ny— all  of  which,  recently,  evince  their  own 


John  Updike 
in  the  courtyard 
of  the  Boston 
Public  Library 
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discontents.    Americans    still    have    it    good. 

But  we  should  have  it  good,  with  our  gor- 
geous stretch  of  the  planet's  real  estate  and  our 
remarkably  enduring  and  adaptable  political 
institutions.  Nature  and  the  Founding  Fathers 
have  been  kind  to  us,  and  World  War  II  was  less 
hard  on  us  than  on  any  other  major  participant. 
We  emerged  from  that  holocaust  with  a  dispro- 
portionate share  of  the  world's  wealth  and 
power,  and  it  was  inevitable  that  the  proportions 
be  adjusted,  as  the  wounded  nadons  recovered 
their  wealth  and  the  poorer  nations  strove  to 
claim  their  own  share  of  the  finite  global  re- 
sources. Nor  could  our  claim  to  unsullied  inter- 
national success  and  virtue  be  endlessly  sus- 
tained, as  the  failed  Vietnam  intervention  and  its 
domestic  repercussions  showed  us.  The  post- 
Vietnam  era  has  read  to  our  heavily  blessed 
country  a  number  of  lessons  in  the  reality  princi- 
ple, whose  assimilation  should  make  the  United 
States,  in  the  end,  a  better — more  reasonable, 
less  self-righteous — global  citizen. 

I  write  the  above  paragraphs,  as  it  happens,  on 
my  60th  birthday.  In  my  60  years  of  being  an 
American  I  have  seen,  through  the  shifting  lens 
of  my  own  life,  considerable  social  change.  The 
years  began  in  a  small  Pennsylvania  town  where 
I  was  made  to  feel,  threadbare  and  Depression- 
bound  though  the  world  around  me  was,  cher- 
ished— cherished  by  a  society  that  erected 
schools  for  my  education,  playgrounds  for  my 
entertainment,  libraries  for  my  edification,  po- 
lice stations  for  my  protection. 

Perhaps  my  sensation  was  a  trick  of  egocentric 
perspective — a  child  cannot  but  feel  himself  the 
center  of  the  universe — but  certain  architectural 
remains  corroborate  it.  In  the  nearby  city  of 
Reading,  the  municipal  high  school  was  a  kind 
of  cathedral,  looming  ornately  above  its  neigh- 
borhood— not  merely  constructed,  but  con- 
structed with  a  flourish  that  showed  where  the 


society  placed  its  pride.  In  my  liulc  community 
of  5,000,  the  two  school  buildings  were  simi- 
larly eminent;  we  moved  through  them  in 
steady  fashion,  after  sixth  grade  graduating  from 
one  to  the  other.  The  importance  of  our  educa 
tion  was  a  central  strand  of  the  town  fabric.  The 
school  grounds  included  a  playground  and  sev- 
eral baseball  fields  where  one  could  improvise 
games  under  a  light  canopy  of  adult  supervision. 
It  was  a  hardscrabble,  still  rather  rural  world, 
but  a  generous  share  of  its  resources  seemed 
devoted  to  the  young.  The  school  system  and 
its  satellites  were  the  factories,  as  it  were, 
wherein    Americans    were    made — a    process 
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worth    investing    in,    even    in    hard    times. 

Now,  we  read  in  die  papers  and  see  on  die 
streets,  children  are  the  poorest  class  of  our 
society — nearly  one-fourth  live  below  the  pov- 
erty line.  Millions  live  in  environments  where 
families  are  chaotic,  the  drug  dealer  and  the 
pimp  the  only  visible  role  models,  and  the  police 
the  only  agents  of  discipline.  Public  schools, 
running  on  tightened  budgets,  can  do  littie 
more  than  physically  restrain  the  inwash  of 
hopeless,  brutalized  adolescents.  Every  major 
city  bears  the  signs — vandalized  playgrounds, 
dangerous  parks,  desecrated  statues,  ubiquitous 
graffiti — of  a  common  civic  life  swamped  by  the 
wrathful  indifference  of  young  people  to  whom 
society  offers  littie  but  eventual  shelter  within 
the  world's  biggest  penal  system.  In  the  middle 
class,  the  young,  reared  on  seven  daily  hours  of 
television-watching,  are  simply  less  educable,  as 
slumping  sat  scores  show.  Their  high  schools 
no  longer  look  like  casties  but  like  second-rate 
airports,  low-slung  and  shabby,  while  the  soci- 
ety^'s  riches  are  reserved,  in  a  curious  geronto- 
cratic  shift,  to  the  old,  with  their  Social  Security, 
their  pensions,  their  Medicare,  and  the  govern- 
ment entitiements  that  account  for  close  to  30% 
of  the  national  budget.  A  nation  where  the  old 
are  coddled  and  the  young  are  deprived  of  both 
purpose  and  means  is  surely  one  where  people 
are  entitied  to  feel  bad. 

This  has  become  a  nation  in  which  it  is 
increasingly  difficult  to  establish  an  adult  life. 
For  my  generation,  coming  of  age  in  the  1950s, 
a  job,  a  car,  a  house,  and  the  appurtenances  of 
family  life  were  not  difficult  to  acquire.  A  boom 
was  on,  but  the  cost  of  living  was  still  modestly 
pitched.  When  I  decided  to  leave  New  York 
(where  we  were  paying  $150  a  month  for  a 
Greenwich  Village  floor-through)  and  go  live  in 
a  New  England  small  town,  I  figured  that  by 
selling  six  short  stories  a  year  I  could  support  a 
family  that  had  come,  by  1960,  to  include  four 
children.  Our  first  house,  not  a  small  one,  cost 
$18,500;  our  next,  a  rather  grand  one,  in  1970, 
what  now  seems  a  paltry  $80,000.  1  was  fortu- 
nate but  not  unusual;  most  of  our  friends,  also  in 


their  20s,  owned  their  houses  and  had  lots  of 
children.  These  children,  coming  of  age  in  the 
Seventies,  found  housing  almost  impossibly  ex- 
pensive, and  have  delayed  marriage,  by  and 
large,  until  their  30s.  When  they  marry,  both 
partners  work,  and  even  so,  they  scrape  by,  with 
secondhand  cars  and  handed-down  hirniture. 

My  generation  lived  better  than  its  parents, 
which  made  us  feel  good;  but  we  live  better  than 
our  children,  which  makes  us  feel  bad.  "Dimin- 
ished expectations"  is  the  name  of  the  new 
game,  domestically  as  well  as  internationally. 
Our  present  discouragement  is  not  rooted  in 
statistics  but  in  sensory  impressions — the  squa- 
lor of  midtown  Manhattan,  for  instance,  where 
homeless  beggars  line  Fiftii  Avenue,  sidewalks 
are  cluttered  with  buskers  and  hustiers  and 
pushcarts,  and  the  Japanese  own  Rockefeller 
Center.  The  triumphant  Japanese  raid  on  our 
domestic  automobile  market  lies  at  the  very 
heart  of  our  discouragement:  our  quintessential 
native  industry  gutted  by  an  invasion  of  better- 
made,  lower- priced  foreign  cars.  We  sense  that 
the  vast  1980s  explosion  of  corporate  acquisi- 
tions and  junk-bond  floatings  was  a  storm  of 
meaningless  activity'  that  left  us  without  the 
ability  to  make  anything — this  having  been,  as 
our  schoolteachers  used  to  tell  us  so  proudly, 
citing  Henry  Ford  and  the  Wright  brothers  and 
Thomas  Alva  Edison,  a  nation  of  makers.  The 
pioneers  who  perfected  the  apple -corer  have 
become  the  flaccid  starers  at  the  Sony  upstairs. 
Just  the  muscle  tone  of  Americans  is  discourage 
ing  to  contemplate — either  the  artificially  swol- 
len pecs  of  exercise  freaks  or  the  utterly  limp 
abdominals  of  junk- food -fed  channel  surfers, 
mainlining  electronic  visuals.  Not  many  genera- 
tions ago,  this  was  a  nation  of  firm -bodied  farm 
folk,  and  the  sheer  suety  pallor  of  our  consumer- 
ism, of  our  "service  economy,"  is  enough  to 
make  us  feel  bad. 

We  feel  bad  about  lawyers.  We  have  5%  of  the 
world's  population  and  about  30%  of  the 
world's  lawyers,  none  of  them  good  for  any- 
thing much  but  dealing  with  other  lawyers, 
generating  mega  fees  that  cumulatively  function 
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like  a  black  hole  at  the  center  of  the  business 
world,  sucking  dollars  into  it,  causing  every 
manufactured  item  from  dental  floss  to  hydrau- 
lic presses  to  cost  more.  We  feel  bad  about 
bankers.  It  turns  out  they  are  not  colorless, 
punctilious  caretakers  of  our  money  but  big 
spenders,  wild  and  crazy  lenders  in  gold- 
trimmed  cowboy  boots,  the  wastrels  of  the 
Eighties,  rolling  up  billions  in  bankruptcy  with- 
out so  much  as  an  "I'm  sorry."  We  feel  bad 
about  corporate  heads,  who  with  giant  salaries 
and  rigged  deals  looted  their  companies  as 
shamelessly  as  Third  World  dictators  looted 
their  impoverished  countries.  We  feel  bad  about 
doctors.  The  old-fashioned  country  G.P.,  with 
his  horse  and  buggy  and  little  black  bag  of 
sugar  pills,  has  become  the  white-collar  gouger 
of  the  urban  hospitals,  running  thousand- 
dollar  tests  on  comatose  street  people  and 
propelling  a  ruinous  runup  on  medical  costs 
the  country  over.  Except  for  the  very  rich  and 
the  legally  penniless,  nobody  can  afford  to  get 
sick  in  this  country.  The  well-intentioned 
Medicaid  and  Medicare  programs  have  be- 
come excuses  for  a  ruthless  rip-off  of  govern- 
ment tax  dollars;  breakthroughs  in  medical 
technology  produce  nightmarish  prolonga- 
tions of  natural  life  and  a  costly,  predatory 
exploitation  of  our  fear  of  death. 

AIDS  adds  to  the  smog  of  malaise.  Our  bodily 
fluids,  the  lubricant  of  intimacy  and  the  nectar  of 
life,  have  become  death  potions;  the  sexual 
revolution  of  the  Sixties,  however  unrealistic  its 
sweet  mystic  hedonism,  surely  didn't  deserve 
this  murderous  molecular  backlash.  We  are  all 
potential  contaminants  of  one  another;  toxicity 
is  thoroughly  internalized.  We  feel  bad  about 
pollution — every  sort,  from  the  HIV  virus  to 
atomic  waste,  from  the  overflowing  landfills  to 


the  eroding  ozone.  The  human  species,  the 
United  States  in  the  forefront,  is  rapidly  using 
up  the  world,  while  enjoying  it  less  and  less. 
Farms  into  housing  tracts,  downtowns  into 
cardboard  shantytowns,  small  towns  into  strips 
of  highway  junk  stores,  urban  projects  into  giant 
crack  houses^the  transforming  decay  spreads, 
while  th'e  average  citizen  leads  a  chicken-coop 
existence,  office  cubicle  to  sealed  car  to  snug, 
burglar- proofed  quarters  where  the  televised 
world  is  piped  in  like  chemically  sanitized  water. 

We  feel  bad  because  a  once  sinewy  nation, 
exultant  in  the  resourcefulness  that  freedom 
brings,  now  seems  bloated  and  zombified,  pil- 
laged and  crumbling  all  around  us.  Enough  of 
our  original  Puritanism  remains  to  generate  self- 
disgust.  Benjamin  Franklin's  exhortations  to 
thrift  haunt  us,  in  a  world  that  makes  debt  not 
merely  a  necessity  but  a  virtue.  On  the  personal 
scale,  credit  card  companies  beg  us  to  buy  more 
than  we  can  pay  for;  on  the  national  scale, 
professedly  conservative,  benefits-pinching 
Presidents  yet  run  up  ever  more  billions  in  the 
red,  and  despite  a  weak  dollar  a  staggering  trade 
imbalance  persists.  Americans  feel  bad,  I  think, 
because  we  have  gone  from  being  the  world's 
chief  creditor  to  being  one  of  the  world's  big- 
gest debtors,  and  no  amount  of  soothing  statis- 
tical analysis  from  economists  can  allay  our  inner 
conviction  that  so  many  negative  numbers  must 
add  up  somewhere,  that  there  must  be  an 
eventual  reckoning. 

Our  pessimism  dates  from  the  optimism  of 
the  Sixties,  when  John  Kennedy  told  us  we 
would  "pay  any  price,  bear  any  burden,  meet 
any  hardship,  support  any  friend"  to  advance 
the  cause  of  liberty,  and  then  Lyndon  Johnson 
simultaneously  launched  the  War  on  Poverty 
and  the  war  against  North  Vietnam.  Guns  and 
butter,  we  could  afford  everything;  there  was 
nothing  America  could  not  do.  As  recent  events 
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show,  the  Red  Menace  proved  easier  to  defeat 
than  the  internal  enemy.  There  is  still  a  shamefiil 
amount  of  poverty'  and  social  derangement  in 
this  country,  and  it  is  harder  than  ever  to  ignore. 
It  takes  its  revenge  in  making  our  cities  danger- 
ous and  unsightly;  rural  poverty  can  be  shut  into 
its  country-side,  but  urban  povert)'  affects  the 
centers  of  infrastructure  and  the  capitals  of 
wealth  and  culture.  Until  the  legacy  of  black 
slaver)'  is  erased,  and  the  myth  of  white  suprema- 
cy forgotten,  the  United  States  will  have  a  sore 
spot  for  politicians  to  exploit.  Strides  in  race 
relations  have  been  made  in  my  60  years,  not 
only  on  the  statute  books,  but  in  the  impalpable 
realm  of  popular  culture.  Black  musicians,  black 
comedians,  and  black  athletes  are  heroes  to 
white  as  well  as  black  youngsters,  an  effordess 
racial  mixing  takes  place  at  least  on  television 
screens,  and  black  men  and  women  can  now  be 
seen  in  business  suits  all  across  the  country'. 
Nevertheless,  the  majority  of  the  descendants  of 
the  slaves  are  still  sunk  at  the  bottom  of  the 
economy.  Large  numbers  of  the  white  popula- 
tion see  blacks  as  criminals  and  welfare  sponges, 
and  the  once  solidly  Democratic  South  now 
delivers  solidly  for  the  Republicans,  in  a  vote 
that  must  be  termed  reactionary'.  And  this  is 
another  reason  for  feeling  bad.  The  expanding 
economy  that  once  promised  to  carry  all  minor- 
ities and  immigrants  upward  with  it  no  longer 
expands.  American  openness  and  generosit>% 
expressed  in  the  unfenced  shape  of  our  front 
yards,  now  threatens  to  turn  defensive,  protec- 
tionist, exclusionist,  isolationist;  the  fences  are 
going  up,  in  our  minds  and  on  our  properties. 
The  brief  euphoria  that  greeted  the  effective 
prosecution  of  the  Gulf  War  should  be  under- 
stood, I  think,  against  the  background  of  pessi- 
mism. Having  been  for  years  bombarded  with 


tales  of  Pentagon  inefficiency  and  extravagance, 
we  were  amazed  that  the  high-priced  "smart" 
weapons  actually  seemed  to  work  (many  didn't, . 
it  turns  out).  Remembering  the  protests,  draft 
defiance,  and  miserable  mire  of  Vietnam,  we 
were  gratified  to  discover  a  generation  of  young 
men  and  women  who,  having  signed  up  basically 
for  airee  education  in  a  peacetime  militar>'  force, 
were  nevertheless  willing  and  able  to  fight  a  war. 
Having  associated  the  militar)'  with  the  disgraced 
Vietnam  policies,  we  were  relieved  to  see  generals 
we  could  admire,  briskly  achieving  a  clearly 
defined  goal  against  a  villainous  and  boastful 
opponent.  But  the  aftermath  has  muddled  the 
victor}'  with  stalemate,  and  the  possession  of  the 
world's  undisputed  champion  military  machine 
makes  Americans,  I  think,  more  uncomfortable 
than  not.  We  are  a  nation  that  likes  its  military 
glory  in  spurts,  in  the  service  of  a  crusade,  and 
then  set  aside;  we  do  not  in  our  hearts  aspire  to  be 
an  international  enforcer  or  a  mercenary  army  for 
the  oil-consuming  nations. 

What  do  we  aspire  to?  What  the  Declaration  of 
Independence  promises:  the  pursuit  of  happi-. 
ness.  The  chance  to  get  ahead.  Enough  space  to 
chase  rainbows  in.  The  fact  that,  compared  to 
the  inhabitants  of  Africa  and  Russia,  we  still  live 
well  cannot  ease  the  pain  of  feeling  we  no  longer 
live  nobly.  American  plent\',  to  taste  right,  needs 
a  seasoning  of  idealism;  the  land's  abundance 
was  taken  as  God's  provision  for  a  freer,  more 
equal,  less  encumbered  life  than  Europe  could 
provide,  except  to  its  anointed  nobles.  Now  the 
land  feels  encumbered  and  squeezed  and  de- 
pleted; the  ground  feels  soft  under  us;  the  air  is 
robbed  of  ozone  by  the  aerosol  in  the  spray  can* 
busy  defacing  our  public  monuments  with  gau 
dy  nonsense;  things  don't  get  better  and  bettei 
every  day;  and  we  naturally  feel  bad.  I 


.i 


.h*\  i  ll*(Aii 


84 


Forbes  ■  September  14,  19S 


The  key  to 
performance 


This  is  the  key  to  Steinway  grand  No.  507,000 
^       —the  piano  of  masters  in  the  Hamburg  Concert  Hall. 


Orchestrating  the  structure  of  complex 
business  and  financial  transactions  is  one  way 
Swiss  Bank  Corporation  performs  for  its  U.S. 
multinational  clients.  In  fact,  Swiss  Bank 
Corporation  has  been  providing  commercial 
and  merchant  banking  services  to  American 
business  for  more  than  50  years.  This  experi- 
ence has  given  us  a  thorough  understanding  of 
America's  financial  and  business  needs. 

We  offer  our  clients  a  full  range  of  services— 
from  credit  facilities  and  international  trade 
to  foreign  exchange,  money  markets  and  interest 
rate  risk  management.  We  are  also  a  primary 
dealer  in  U.S.  Government  Securities. 


In  addition,  if  you're  a  private  investor  with 
substantial  assets,  we  can  provide  a  full  range  of 
services,  including  custom-tailored  portfolio 
management. 

Last,  but  by  no  means  least,  we  provide  the 
stability  and  resources  that  come  from  being  the 
15th  largest  bank  in  the  world  ranked  by  equity. 
If  you'd  like  to  know  more  about  Swiss  Bank 
Corporation,  and  how  we  can  perform  for  you, 
call  Marie  Gillis,  (212)  574-3107. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 


The  key  Sv\/iss  bank 


New  York  •  Chicago  •  Houston  •  Los  Angeles  •  Miami 
San  Francisco  •  Toronto  •  Montreal  •  Vancouver 
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So  much 
of  the 
joy  is 
gone 


^^. . .  Soon  after  the  salaries  started  to  soar, 
a  baseball  player  named  Ken  Singleton 
told  me,  ^The  owners  screwed  the 
players  for  one  hundred  years. 
We^ve  been  screwing  them  for  five. 
We^ve^ot  ninety  five  more  years  coming . . . 
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By  Dick  Schaap 


Dick  Schaap, 
an  Emmy-award- 
winning  sports 
commentator  with 
ABC  News,  is  the 
author  of  26  books, 
including  the 
bestseller 
Bo  Knows  Bo, 
written  in 
collaboration 
with  the  gifted 
athlete  Bo  Jackson. 
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^^thletes  are  better  than  ever. 
M^^  They  are  taller,  heavier,  faster, 
M^^L  stronger,  smarter.  In  every  sport  in 
^Lg^^  which  achievement  can  be  mea- 
^^^^^k    sured  objectively,  their  progress 
^^^^  ^1^^  is  stunning. 

A  girl  barely  into  her  teens  swims  more  swiftly 
than  Johnny  Weismuller  swam  in  the  Olympics, 
or  in  his  loincloth. 

A  high  school  boy  jumps  farther  and  sprints 
faster  than  Jesse  Owens  jumped  and  sprinted  in 
front  of  Adolf  Hitler. 

A  30-year-old  married  woman  surpasses  Jim 
Thorpe's  best  marks  in  a  variety  of  track  and  field 
events. 

Even  a  man  over  40  runs  a  mile  faster  than 
Paavo  Nurmi  ran  in  his  prime. 

The  performances  are  so  much  better. 
But  so  much  of  the  joy  is  gone. 
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Now  the  Dodder  lineup 
changes  every  day,  millionaires 
come  and^fo,  succumbing  to 
minor  injuries,  whining  about 
imagined  slights,  and  even  the 
manager,  Tom  Lasorda,  who 
loves  the  team  so  much  he  says 
he  bleeds  Dodger  blue,  canH 
call  all  his  players  by  name. 


Sports  has  too  often  been  called  a  microcosm  of 
society,  yet  its  present  state  certainly  reflects  the 
uneasy  prosperity  of  the  times,  the  suspicion 
that,  despite  encouraging  facts  and  heartening 
figures,  something  is  fundamentally  wrong.  The 
cheers  may  be  louder  than  ever,  but  they  ring  a 
little  hollow. 

It  is  almost  impossible  to  overstate  the  perva- 
siveness of  sports  in  American  society,  the 
breadth  and  strength  of  its  special  appeal,  to 
bricklayers  and  novelists,  accountants  and  co- 
medians. "Have  you  met  Mr.  Nixon  yet.>"  the 
future  President's  press  secretary  once  asked  me. 
"You'll  like  him.  He  reads  the  sports  pages 
first." 

Then  when  I  did  meet  Richard  Nixon,  he 
phrased  his  political  thoughts  in  sports  terms, 
spoke  of  hitting  home  nms  and  getting  to  first 
base  and  striking  out.  Sports  is  a  language  and  a 
diversion  and  sometimes  an  obsession,  and 
more  than  ever,  it  is  a  business. 

The  stakes  are  so  high  now.  The  average 
major  league  baseball  player  earns  more  than  a 
million  dollars  a  year.  Losing  pitchers  and  feeble 
hitters,  men  with  stunningly  modest  statistics, 
demand  much  more.  Steve  Greenberg,  the  dep- 
uty commissioner  of  baseball,  used  to  be  an 
agent,  negotiating  players'  contracts.  He  once 
told  his  father.  Hank  Greenberg,  the  Hall  of 
Famer,  who  was  the  first  ballplayer  to  earn 
$  1 00,000  in  a  season,  that  he  was  representing  a 
certain  player.  "What  should  I  ask  for.>"  Steve 
said.  "He  hit  .238." 

"Ask  for  a  uniform,"  Hank  said. 
Steve  shook  his  head.  "Dad,"  he  said,  "you 
just  don't  understand  baseball  any  more." 
Nobody  understands  baseball  any  more.  No 
one  relates  to  the  salaries. 
Not  even  the  players  them- 
selves. They  earn  so  much 
more      than      they     ever 
dreamed  of 

They  also  throw  pitches 
Cy  Young  never  dreamed 
of  (Ever  see  Cy  Young's 
glove?  Small.  Very  small. 
Now  they  have  big  hands, 
hands  that  can  wrap  around 
a  ball  and  deliver  a  palm- 
ball.)  They  swing  bats  with 
muscles  Babe  Ruth  never 
dreamed   of   They   sprint 
from  home  to  first,  or  first  to  third,  with  incredi- 
ble speed.  That's  the  biggest  difference,  the  way 
they  run  these  days.  They  fly. 

But  they  don't  know  how  to  bunt.  They  don't 
know  how  to  hit  and  run.  They  don't  know 
which  base  to  throw  to.  They  didn't  spend 
childhoods  in  cornfields  playing  baseball  10  or 
12  hours  a  day,  absorbing  the  nuances  of  the 


game.  They  may  have  developed  terrific  hand- 
eye  coordination  playing  video  games,  but  that 
didn't  teach  them  how  to  hit  the  cutoff  man. 

Baseball  players  earn  up  to  $7  million  a 
season.  So  do  basketball  players.  Football  play- 
ers are  embarrassed.  Their  ceiling  is  a  few  million 
dollars  lower.  Golfers  and  tennis  players  only  go 
up  to^a  million  or  two  a  year  in  prize  money,  but 
they  can  quadruple  their  income  by  wearing  the 
right  clothes,  wielding  the  right  clubs,  advertis- 
ing the  right  corporate  logos  on  their  visors  and 
their  sleeves. 

Even  athletes  who  are  officially  amateurs, 
runners  and  skaters  and  skiers,  earn  hundreds  of 
thousands  of  dollars  a  year.  How  can  anyone 
afford  to  have  fiin? 

Once  there  was  a  camaraderie  among  athletes. 
They  competed  on  the  field,  but  afterward  they 
were  friends,  sharing  a  common  experience,  a 
common  attitude,  bonded  by  their  love  for  their 
game.  Tennis  players,  for  instance,  traveled 
together,  roomed  together,  partied  together, 
exchanged  advice  and  rackets.  Now  each  has  a 
coach,  and  an  agent,  and  a  father  or  brother,  and 
a  fistfijl  of  sponsors,  walling  them  off,  separating 
them.  Then  can  face  each  other  across  the  net 
for  years  and  never  get  to  know  each  other. 

Even  in  team  sports,  team  spirit  is,  for  the 
most  part,  gone,  rekindled  only  occasionally  by 
victory.  "We  are  family,"  in  sports  terms, 
means:  "We  won."  It  doesn't  mean  we  worr\' 
about  each  other,  bolster  each  other,  counsel 
each  other. 

How  can  fans  relate  to  these  athletes?  How 
can  they  embrace  heroes  who  have  so  much 
money  and  so  little  loyalty?  Players  change 
teams  now  as  casually  as  they  change  jockstraps. 
Once  you  could  fall  in  love  with  a  lineup, 
commit  it  to  your  heart  and  your  memory,  and 
not  have  to  learn  more  than  one  or  two  new 
names  a  year. 

"The  names,  just  to  say  the  names,  you  could 
sing  them,"  the  playwright  Herb  Gardner  once 
wrote,  lamenting  the  Dodgers'  move  to  Los 
Angeles.  "Sandy  Amoros,  Jim  Gilliam,  Hodges, 
Newcombe,  Campanclla,  FLrskine,  Furillo, 
Podres,  gone,  gone  .  .  .  even  the  sound  is  gone. 
What's  left?  Acap,  I  got  a  cap.  Dodgers,  '55,  and 
sometimes  on  the  wind  I  hear  a  gull,  and  RcJ 
Barber's  voice.  ..." 

Now  the  Dodger  lineup  changes  every  da\ 
millionaires  come  and  go,  succumbing  to  min<  )i 
injuries,  whining  about  imagined  slights,  ani' 
even  the  manager,  Tom  Lasorda,  who  loves  tin 
team  so  much  he  says  he  bleeds  Dodger  biiu 
can't  call  all  his  players  by  name. 

Once  Dodgers  were  Dodgers  for  deca^lc 
and  Cardinals  Cardinals,  and  Red  Sox  Red  Snx 
but  now  they're  L.A.  Kings  for  a  day,  or  maybe  . 
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At  Japan  Airlines,all  of  our  flights 
originate  from  the  USA. 


T+^3i;w:f"' 


Japan  Airlines 


We  have  over  100  flights  a  day  to  most 
of  the  major  business  centers  around  the 
world.  Yet,  before  a  single  plane  can  leave 
the  (ground,  it  must  make  its  inaugural 
flight  from  right  here  in  the  United  States. 

That's  because  for  over  twenty  years, 
Japan  Airlines  has  purchased  more 


Boeing  747s  than  any  other  carrier.  In  fact, 
JAL  has  taken  delivery  of  over  eighty  747s, 
keeping  our  fleet  of  airplanes  on'B  of  the 
youngest  in  the  sky. 

So  while  our  planes  end  up  traveling  to 
the  four  corners  of  the  globe,  we're  proud 
that  they  all  start  out  in  one  place. 


J4L 


Japan  Airlines 


A     WORLD     OF     COMFORT. 
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month  or  a  season,  and  if  an  athlete  puts  in  a  full 
career  with  one  team,  in  one  city,  he  isn't  a  hero, 
he's  a  monument. 

It's  easy  to  fault  the  players  for  earning  so 
much  money,  for  displaying  so  little  loyalty,  but 
it  isn't  fair.  They  didn't  invent  greed,  or  ingrati- 
tude. They  learned  from  their  mentors,  the 
owners.  The  baseball  players  of  the  1950s,  the 
football  players  of  the  1960s,  had  litde  idea  of 
how  underpaid  they  were.  Soon  after  the  salaries 
started  to  soar,  a  baseball  player  named  Ken 
Singleton  told  me,  "The  owners  screwed  the 
players  for  one  hundred  years.  We've  been 
screwing  them  for  five.  We've  got  ninety-five 
more  years  coming." 

The  owners  came  up  with  the  idea  of  moving 
for  the  money,  too.  The  Braves  went  from 
Boston  to  Milwaukee  to  Adanta,  strip-mining 
stadia  along  the  way.  The  Dodgers  and  the 
Giants  traveled  west  hand  in  hand,  with  the 
other  hands,  of  course,  thrust  out.  They  left 
shattered  fans  behind. 

"They  went,  and  the  cit}'  went  with  them," 
Herb  Gardner  wrote.  "The  heart  went  with 
them,  and  the  cit\'  started  to  die.  Look  what  you 
got  now,  look  what  you  got  without  no  heart. 
What's  to  root  for?  Duke  Snider!  He  went  away! 
How  many  years  in  the  stands  hollering?  A 
lifetime  in  the  afternoon  hollering,  'I'm  witcha, 
Duke,  I'm  witcha,'  never  dreaming  for  a  mo- 
ment that  he  wasn't  with  w^l" 

Teams,  and  owners,  and  athletes,  have  disap- 
pointed us  in  so  many  ways.  The  disappoint- 
ment goes  beyond  the  greed,  beyond  the  selfish- 
ness. How  can  you  put  athletes  up  on  a  pedestal 
who  flaunt  fast  cars  at  illegal  speeds,  who  suc- 
cumb to  the  lures  of  social  drugs  and  perfor- 
mance-enhancing drugs,  who  maltreat  women 
as  spoils,  who  lose  gambling  fortunes  that  would 
change  most  people's  lives?  How  can  you  pick  a 
hero  any  more  and  count  on  him? 

Sports  has  let  us  down. 

Half  a  centur\'  ago,  when  Jackie  Robinson 
became  a  Brooklyn  Dodger  and  Joe  Louis  was 
the  greatest  fighter  in  the  world,  sports  held  out 
so  much  hope,  so  much  promise.  Equality,  that 
elusive  gift  bestowed  on  all  Americans  by  the 
Declaration  of  Independence,  was  going  to  be 
won  and  secured,  finally,  on  the  playing  fields. 

Of  course.  On  the  playing  fields,  every'  com- 
petitor was  equal.  The  scoreboard  knew  no  race, 
no  religion,  no  nationality.  Sports  oflfered  the 
ultimate  democracy,  where  a  man  or  a  woman's 
success  derived  purely  from  his  or  her  ability. 

But,  as  brave  as  Jackie  Robinson  was,  as  good 
as  Jimmy  Brown  was,  and  Henry  Aaron  and  Bob 
Gibson  and  O.J.  Simpson  and  Ernie  Davis  and 
Wilt  Chamberlain  and  Bill  Russell  and  Althea 
Gibson  and  Arthur  Ashe  and  Rod  Carew  and 
Bill  White  and  Julius  Er\'ing  and  Muhammad 


Ali  and  Sugar  Ray  Leonard  and  Magic  Johnson 
and  Oscar  Robertson  and  Willie  Davis  and 
Lawrence  Taylor  and  Alan  Page  and  Jerry  Rice 
and  Walter  Payton  and  so  many  more,  the 
brotherhood  of  man  has  flourished  no  more  on 
the  playing  fields  than  in  the  streets. 

Thanks  to  sports,  there  are  many  more  black 
millionades  now  than  there  were  a  few  decades 
ago,  but  there  is  not  equality,  not  the  kind  of 
equality  that  not  so  long  ago  seemed  possible,  or 
even  likely.  Black  players  still  tend  to  sit  with 
black  players  on  team  buses  and  at  training 
tables,  and  white  players  cluster  together,  and  so 
do  the  black  wives  of  black  players. 

For  every  Bill  Bradley  or  Jack  Kemp,  who 
learned  from  the  sports  experience,  who 
gained  some  insight  into  the  dreams  and 
fears  of  tearrimates  of  different  color,  who 
has  sought  to  translate  those  into  politi- 
cal action,  dozens  of  athletes  slip  back 
into  prejudice  as  soon  as  black  team- 
mates are  out  of  sight,  or  out  of 
hearing.  They  use  privately  the 
same  cruel  words  that  Jackie 
Robinson  heard  publicly. 

Corporate  America  is  no 
better,  only  more  polite. 
Michael  Jordan  and  Da- 


90 


Forbes  ■  September  14,  1992 


I 


Babe  Ruth's 
glove,  1927 
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And  the  Ivy  Lea£iue,  which 
preaches  purity,  doesn't  always 
practice  it.  Any^ood  Ivy 
League  football  player,  and 
there  are  more  than  a  few  every 
year,  without  a  summer  job  on 
Wall  Street  at  an  inflated  sal- 
ary is  either  remarkably  passive 
or  independently  wealthy. 


vid  Robinson  and  O.J.  Simpson  and  Bo 
Jackson,  men  so  much  larger  than  life,  have 
been  able  to  transcend  color  and  earn  millions 
for  endorsements,  but  below  the  superstar 
level,  white  athletes  have  an  unmistakable  edge, 
have  first  call  on  commercials  and  appearances 
and  exposure. 

It  is  ludicrous,  the  infinitesimally  low  percent- 
age of  black  managers  and 
coaches  and  executives  in 
professional  and  collegiate 
sports.  They  don't  have 
"the  necessities,"  Alex 
Campanis,  a  Los  Angeles 
Dodgers  executive,  once 
blurted  out  on  network 
television,  clumsily  sharing 
"a  truth,"  as  he,  and  many 
other  management  people 
in  sports,  perceived  it.  What 
necessities?  Yogi  Berra's  IQ.> 
Whitey  Herzog's  charm? 
They  both  managed  first- place  teams  in  both 
big  leagues;  so  much  for  necessities.  There  are 
plent}'  of  black  Berras  and  black  Whiteys,  and 
smarter  and  more  charming  blacks — I  thought 
Willie  Davis,  the  former  Green  Bay  Packer,  a 
Hall  of  Fame  defensive  end,  an  enormously 
successfLil  businessman  and  civic  leader,  a  warm 
and  thoughtful  man,  would  have  been  a  perfect 
commissioner  of  the  National  Football  League; 
he  got  only  token  consideration — but  they  are 
so  often  overlooked,  and  more  often  snubbed. 

I  share  the  guilt.  When  I  was  editor  of  a  sports 
magazine,  I  was  frequently  scolded  by  my  em- 
ployer for  putting  too  many  black  athletes  on 
the  cover.  I  was  told  that  white  athletes  sell  more 
magazines,  and  I  cycled  and  recycled  Joe  Na- 
math  and  Tom  Seaver  and  Dave  DeBusschere 
and  Pete  Rose.  ("I've  been  on  the  cover  o^ Sport 
three  times,"  Rose  once  cracked  at  a  luncheon  I 
hosted.  "That's  not  bad  for  a  white  guy.")  I've 
collaborated  on  books  with  many  athletes — 
Namath,  Seaver,  DeBusschere,  Bill  Frcehan, 
Frank  Beard,  Jerry  Kramer  and  Bo  Jackson — 
and  only  one  was  black.  I  accepted  the  publish- 
ing belief,  nourished  by  an  Ali  autobiography 
that  was  a  commercial  disaster,  that  blacks  did 
not  buy  books.  When  the  Bo  Jackson  book 
became  the  best-selling  sports  autobiography 
ever,  far  outgrossing  all  my  other  works,  that 
belief  was  sternly  tested.  Still,  when  I  write  and 
narrate  feature  stories  for  television,  I  realize, 
with  a  twinge,  that  I  lean  heavily  upon  white 
athletes  as  subjects  and  as  interviewees.  They 
certainly  take  up  a  larger  portion  of  the  screen 
than  they  do  of  the  playing  field. 

Fans  can  be  as  harsh  as  they  ever  were.  Once,  I 
was  on  a  plane  to  Birmingham,  Ala.  to  visit  Bo 
Jackson's  home,  and  a  passenger  across  the  aisle. 


watching  me  flip  through  Jackson  dippings, 
leaned  over  and  said,  "You  know  why  they  call 
him  'Bo?'  "  Before  I  could  answer,  he  said, 
"  'Cause  they  didn't  know  how  to  spell  'Bob.'  " 

I  don't  know  why  I  was  stunned. 

Sports  could  be  forgiven  its  flaws,  at  least 
some  of  them^  if  it  had  compensating  strengths, 
if  it  taught  the  heroic  lessons  that  Homer  once 
sang  of,  if  it  emphasized  positive  values,  if  it  truly 
rewarded  perseverance  and  teamwork  and  simi- 
lar virtues. 

But  these  days  sports  preaches  greed  above  all 
else.  Bad  enough  that  the  status  of  all  profes- 
sional athletes  is  determined,  to  a  considerable 
extent,  by  their  income;  in  golf,  pretense  is 
stripped  away  and  the  players  are  ranked,  offi- 
cially, by  their  earnings.  Worse,  the  sports  world 
also  glamorizes  hypocrisy  and  deception  and 
corruption. 

Big-time  college  athletic  programs  are  a  dis- 
grace. In  almost  all  of  the  major  schools,  the 
question  isn't:  Do  the  athletic  departments 
cheat?  It's:  How  baldly  do  they  cheat?  Even  the 
squeaky  clean  programs,  the  Dukes  and  the 
Stanfords  and  the  Notre  Dames,  the  schools 
that  offer  prestige  and  power  and  tradition 
instead  of  cash  and  cars  (low  monthly  payments? 
would  you  believe  zero?),  do  not  treat  the  so- 
called  student  athletes  the  way  they  treat  student 
nonathletes.  And  the  Ivy  League,  which  preach- 
es purit)',  does  not  always  practice  it.  Any  good 
Ivy  League  football  player,  and  there  are  more 
than  a  few  every  year,  who  does  not  have  a 
summer  job  on  Wall  Street  paying  an  inflated 
salary  is  either  remarkably  passive  or  indepen- 
dently wealthy. 

Colleges  with  winning  big-time  football  and 
basketball  programs  are  making  millions  of  dol- 
lars a  year,  and  their  coaches,  with  their  camps 
and  their  clinics  and  their  TV  shows,  are  earning 
hundreds  of  thousands  of  dollars — all  of  that 
money  dependent  on  the  skills  and  moods  of 
agile  and  powerful  teenagers.  To  keep  all  those 
dollars  coming  in,  virtually  all  colleges  and 
coaches  to  some  extent  are  willing  to  lie  or 
distort  or  bribe  or  glorify,  to  stretch  rules  and 
ignore  academic  deficiencies,  to  pamper  the 
more  gifted  athletes  beyond  belief  (Paul  Hor- 
nung,  after  whom  the  Golden  Dome  at  Notre 
Dame,  his  alma  mater,  may  have  been  named, 
once  said  his  own  epitaph  should  be:  "He  went 
through  life  on  scholarship.") 

Too  many  college  football  and  basketball 
players  are  treated,  to  use  the  title  of  a  book  one 
of  them  wrote,  like  "meat  on  the  hoof,"  but 
surely  black  athletes  arc  the  most  abused,  fed 
visions  of  professional  sports  careers  that  will 
never  materialize,  steered  away  from  academic 
courses  that  might  challenge  or  inspire  them, 
presented  with  scholarships  to  nowhere,  free 
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room,  free  board,  free  tuition,  but  not  free 
thought.  A  few  years  ago  I  visited  a  very  talented 
college  football  player,  a  likable  young  man, 
whose  dormitory  room  was  outfitted  with  the 
latest  in  stereo  equipment  and  Nike  posters. 
There  wasn't  a  book  in  his  student-athlete 
room,  not  one.  He  was  lucky.  He  made  it  to  the 
National  Football  League.  He  was  one  of  the 
rare  ones. 

In  all  this  gloom  there  are  glimmers  of  hope. 
In  high  schools  and  colleges  and  even  in  interna- 
tional competition,  not  all  sports  corrupt  and 
demean.  A  pure  amateur  may  be  as  rare  as  a 
whooping  crane,  but  in  such  college  sports  as 
lacrosse  (Princeton,  of  all  schools,  upset  Syra- 
cuse for  the  national  championship  a  few 
months  ago)  and  field  hockey  (a  dominion 
dominated  by  Old  Dominion),  to  name  two, 
sports  which  hold  out  littie  promise  of  fame  or 
financial  reward,  men  and  women  still  can  have 
ftin,  still  can  build  character  and  self-confidence. 
In  the  Olympics,  I  love  to  wander  among  the 
winter  biathletes,  who  couple  such  contradic- 
tory disciplines  as  shooting  and  skiing,  and  the 
summer  pentathletes,  who  blend  riding,  shoot- 
ing, fencing,  swimming  and  running,  the  pur- 
suits of  an  ancient  courier.  Their  names  are 
unknown  outside  the  smallest  circles,  and  their 
per  diems  are  minimal,  but  their  interests  oft:en 
seem  to  be  as  varied  as  their  skills.  "Our  worlds 
are  not  confined  by  ski  wax,"  as  a  biathlete  once 
told  me. 

I  still  find  individual  athletes  who  lift  my  spirits: 
Bonny  Warner,  America's  best  female  luger  in 
the  1980s,  a  graduate  of  Stanford,  a  reformed 
sportscaster,  now  a  United  Airlines  pilot;  Jim 
Abbott,  one  of  the  few  baseball  players  ever  to 
leap  straight  from  college  to  the  major  leagues, 
a  man  who  expects  neither  sympathy  nor 
attention  for  the  fact  that  he  was  born  with 
only  one  hand,  yet  a  man  who  quietly  offers 
time  and  hope  and  encouragement  to  chil- 
dren with  physical  differences;  Mike  Reid, 
first  an  All -American  football  player,  then  an 
All-Pro  tackle,  from  Altoona,  Pa.,  a  town 
in  which  it  is  easy  to  play  football  but  takes 
courage  to  play  piano,  now  a  Grammy 
Award-winning  songwriter  and  singer  of 
sensitive  ballads. 

In  all  sports,  I  find  stars  with  the 
ultimate  saving  grace,  the  ability  to 
laugh  at  themselves;  stars  who  rose 
to  great  wealth  from  the  meanest 
streets    without    forgetting    their 
roots;  stars  whose  intellect  contra- 
dicts athletic  stereotypes;  stars  whose 
values  are  the  decent  traditional  ones  that 
start  with  family  and  loyalty.  "When  I 
was  growing  up,"  Bo  Jackson  recalled, 
"my  mom  cleaned  people's  houses  dur- 


ing the  day  and  cleaned  a  motel  at  night.  She  also 
raised  ten  children  by  herself.  And  people  try  to 
tell  me  that  playing  two  sports  is  hard."  Bo 
Jackson's  wife  is  a  counseling  psychologist;  their 
three  children  are  his  most  prized  trophies. 

Some  athletes  are  better  than  ever. 

Even  off  the  field. 

Wheo  I  was  a  graduate  student  at  Columbia, 
the  school  had  a  very  good  basketball  team. 

The  best  player  on  the  team  became  a  degen- 
erate gambler,  a  convicted  criminal. 

The  second-best  player  became  presi- 
dent of  the  Ford  Foundation. 

I  still  see  both  of  them,  on  infre- 
quent occasion,  and  they  remind 
me  of  the  potential  of  sports, 
and  the  peril.  Sports  can 
inspire  greatness,  but, 
too  often  these  days, 
it  inspires  only 
greed.     WM 
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IB)  R  O  N  d" 


There 
is  simply 
too  much 
to  think 
about 


^^. . .  Cm  it  be  that  we  are  tired  of  whatever 
it  is  that  we  in  fact  are— black,  white,  brown, 
yellow,  male,  female,  large,  small,  Greek, 
German,  English,  Jew,  Yankee,  southerner, 
westerner,  etc. — that  what  we  now  want  is  to 
rise  above  all  tiresome  differences'^.  Perhaps 
gene  fixing  will  realize  this  Utopia  instantly . 
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By  Saul  Bellow 
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^A  sked  for  an  opinion  on  some  perplex- 

a^^  ing  question  of  the  day,  I  sometimes 

#^^  say  that  I  am  for  all  the  good  things 

MJ^^  and  against  all  the  bad  ones.  Not 

^^^^^^   everybody  is  amused  by  such  a 

^^^  ^^^^  dinner  table  joke.  Many  are 

apt  to  feel  that  I  consider  myself  too  good  for 

this  world,  which  is,  of  course,  a  world  of  public 

questions. 

Was  President  Kennedy  right  to  tell  us,  "Ask 
not  what  your  country  can  do  for  you.  Ask  what 
you  can  do  for  your  country"?  In  the  ordinary 
way  of  life,  what  can  one  do  for  one's  country? 
One  can  be  preoccupied  with  it.  That  is,  one  can 
hold  enlightened  opinions.  Most  people  con- 
clude that  there  isn't  much,  practically  speaking, 
they  can  do.  A  few  become  activists  and  fly 
around  the  country  demonstrating  or  remon- 
strating. They  are  able  to  do  this  in  a  free  and 
prosperous   America.    I    speculate   sometimes 
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about  the  economics  of  militancy.  There  must 
be  a  considerable  number  of  people  with  small 
private  incomes  whose  life  work  is  to  march  in 
protest,  to  picket,  to  be  vocal  partisans.  At  this 
moment  the  Roe  v.  Wade  issue  has  attracted 
demonstrators  to  Washington  and  to  Buffalo. 
Atomic  energy,  environmentalism,  women's 
rights,  homosexual  rights,  aids,  capital  punish- 
ment, various  racial  issues — such  are  the  daily 
grist  of  newspapers  and  networks.  The  public  is 
endlessly  polled,  the  politicians  and  their  advis- 
ers are  guided  in  their  strategies  by  poll  statistics. 
And  this,  let's  face  it,  is  "the  action."  This  is 
where  masses  of  Americans  find  substance,  im- 
portance, find  definition  through  a  combina- 
tion of  passion  and  ineff'ectuality.  The  level  of 
public  discussion  is  unsatisfactory.  As  we  be- 
come aware  of  this,  our  hearts  sink.  The  absence 
of  articulate  political  leadership  in  the  country 
makes  us  feel  that  we  are  fioundering. 

What  are  we,  today,  in  a  position  to  do  about 
the  crises  chronicled  daily  in  the  New  York 
Times — about  the  new  Russia,  and  the  new 
Germany,  about  Peru  and  ('hina  and  drugs  in 
the  South  Hronx  and  racial  strife  in  Los  Angeles, 
and  the  rising  volume  of  crimes  and  diseases,  the 


disgrace  of  the  so-called  educational  system  — 
about  ignorance,  fanaticism,  faction,  about  the 
clownishness  of  candidates  for  the  presidencx  •' 

Is  it  possible  to  take  arms  against  so  wide  a  sea 
of  troubles? 

Wherever  it  is  feasible,  arms,  of  course,  should 
be  taken.  But  we  must  also  consider  what  it 
requires  to  face  the  trouble-sea  in  its  planeta 
vastness — what  an  amount  of  daily  reading 
demands  of  us,  to  say  nothing  of  historic 
knowledge.  It  was  brave  of  Karl  Marx  to  say  thi 
the  time  had  come  for  thinkers  to  be  doers.  B 
to  consider  what  his  intellectual  disciples  diH  in 
the  twentieth  century  will  send  us  back  to  our 
seats.  It  is,  after  all,  no  small  thing  to  correct  our 
opinions  frequently,  and  when  you  come  riuht 
down  to  it,  the  passivity  imposed  upon  us  foi\ i^ 
us  to  acknowledge  how  necessary'  it  is  to  {h\\\l 
hard,  to  reject  what  is  mentally  dishonorable 

We  feel  heavy  when  we  recognize  the  limits  c 
our  effectiveness  in  the  public  sphere,  when  w 
acknowledge  the  weight  of  the  burden  l.iii 
upon  us  and  the  complexities  we  have  to  t.ik( 
into  account — when  we  become  aware  ol  il^ 
impoverished  state  of  public  discussion.  Re.ul 
ing  and  hearing  what  most  editorialists  aiul  n 
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commentators  tell  us  about  the  Los  Angeles 
crisis,  for  instance,  forces  us  to  recognize  that 
few  opinion  makers  are  able  to  think  at  alL  To 
leave  matters  in  their  hands  is  an  acute  danger. 

The  Good  are  attracted  by  Men's  perceptions, 
And  think  not  for  themselves. 
William  Blake,  who  wrote  this  about  two  hun- 
dred years  ago,  did  not  really  believe  in  the 
goodness  of  the  nonthinking  good.  He  meant 
that  the  nonthinking  good  were  inclined  to 
surrender  their  mental  freedom  to  the  cun- 
ning— the  sharpers  and  con  artists — who  would 
eventually  show  "their  private  ends." 

It  is  apparent  to  experienced  observers  that 
well-meaning  people  emphatically  prefer  the 
"good"  things.  Their  desire  is  to  be  identitied 
with  the  "best."  The  more  prosperous  and  the 
"better  educated"  they  are,  the  greater  the 
effort  to  identify  themselves  with  the  most 
widely  accepted  and  respected  opinions.  So  they 
are  naturally  for  justice,  for  caring,  compassion, 
for  the  abused  and  oppressed,  against  racism, 
sexism,  homophobia,  against  discrimination, 
against  imperialism,  colonialism,  exploitation, 
against  smoking,  against  harassment — for  all  the 


good  things,  against  all  the  bad  ones.  Seeing 
people  virtually  covered  with  credentials,  but- 
tons, badges,  I  am  reminded  of  the  layers  of 
medals  and  campaign  ribbons  worn  by  Soviet 
generals  in  official  photographs. 

People  who  have  the  best  of  everything  also 
desire  the  best  opinions.  Top  of  the  line.  The 
right  sort  of  right-thinking,  moreover,  makes 
social  intercourse  smoother.  The  wrong  sort 
exposes  you  to  accusations  of  insensitivity,  mi- 
sogyny and,  perhaps  worst  of  all,  racism.  As  the 
allure  of  agreement — or  conformism — grows, 
the  perils  of  independence  deepen.  To  differ  is 
dangerous.  And  yet,  as  we  all  must  know,  to  run 
from  the  dangers  of  dissent  is  cowardly. 

So  much  for  the  first  part  of  Blake's  proposi- 
tion: "The  good  are  attracted  by  Men's  percep- 
tions." Now  for  part  two:  "And  think  not  for 
themselves." 

To  illustrate  what  this  may  mean  one  need  go 
no  further  than  the  daily  papers.  As  I  write,  the 
Chica£[o  Tribune  reprints  a  piece  on  Michael 
Jackson,  the  pop  music  prodigy,  by  Charles 
Burress,  a  staff  writer  for  the  San  Francisco 
Chronicle.  Michael  Jackson's  video  "Black  and 
White"  attracted  a  worldwide  audience  of  half  a 
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Saul  Bellow 


In  electronics,  in 
economics,  in  social 
analysis,  in  psycho - 
lo£iy,  in  international 
politics  most  of 
us  are  paralyzed  by 
the  very  suggestion  that 
we  assume  responsibi- 
lity for  so  much. 
That  is  what  makes 
packaged  opinions 
so  attractive. 


billion  youngsters.  Jackson,  Mr.  Burress  says, 
has  achieved  "monumental  prominence  in  the 
cultural  landscape."  To  what  is  this  prominence 
due.^  Jacicson  frolics  over  the  boundaries  of  race 
and  sex,  Burress  writes.  "We've  told  our  chil- 
dren that  race  shouldn't  matter,  that  boys  and 
girls  are  equal  and  that  many  sexual  roles  are 
arbitrary.  Could  youngsters  be  enthralled  at 
seeing  these  ideas  made  flesh? 

"The  refrain  in  the  'Black  and  White'  video  is 
'It  doesn't  matter  if  you're  black  or  white.'  Most 
riveting  is  a  computer-enhanced  segment  where 
a  person  changes  ethnicit)^  and  sex  in  rapid 
succession.  Jackson  seems  to  be  say- 
""^""^     ing  we  are  first  of  all  human,  and 
secondarily  male  or  female,  one  race 
or  another.  He  urges  us  toward  hu- 
man unity  and  away  from  prejudice." 
And  finally,  "In  a  world  threatened 
by  racial  tensions  and  overpopulation, 
the  survival  instinct  could  summon  a 
new  human,  one  who  has  no  single 
race  and  who,  by  being  most  asexually 
androgynous,  is  less  subject  to  the 
procreative  urge." 

Readers  may  feel  that  I  have  gone  far 
out  of  my  way  to  find  such  a  bizarre 
example.  But  no.  Those  of  us  who  read 
widely  in  the  popular  press  and  watch 
the  flakier  channels  of  cable  TV  know 
that  views  like  Burress'  are  not  at  all 
uncommon.  The  language  he  uses 
identifies  him  as  a  college  graduate — possibly, 
though  not  necessarily,  a  California  product. 
Besides,  his  preoccupation  is  with  what  appears 
to  have  become  a  national  project,  namely,  the 
fashioning  of  a  new  oudook,  a  new  mind.  The 
mind  of  this  "new  human"  is  synthetic,  homoge- 
neous, improved.  It  transcends  the  limits  of 
heredity,  nature  and  tradition,  goes  beyond  all 
limits  and  all  obstacles.  "How  do  we  object  to 
[Jackson's]  changing  his  appearance  when  we 
tolerate  many  body  alterations,  fi-om  shaving  and 
bodybuilding  to  face-lifi:s  and  sex-change  opera- 
tions?" Burress  asks. 

Now,  a  term  widely  understood  to  signify  not 
thinking  for  oneself  is  ideology.  Ideology  for 
Marx  was  a  class-induced  deformation,  a  cor- 
ruption of  reality  by  capitalism.  Ideology,  to 
make  it  short,  is  a  system  of  false  thinking  and 
nontruth  that  can  lead  to  obedience  and  confor- 
mity. In  putting  Mr.  Burress  in  high  company, 
my  sole  purpose  is  to  throw  light  on  the  at- 
tempted invention  of  an  altogether  new  human 
type.  This  new  and  "more  desirable"  American 
will  be  all  the  good  things,  a  creature  of  no  single 
race,  an  androgyne,  free  from  the  disturbing 
influence  of  Eros.  The  idea  is  to  clobber  every- 
thing that  used  to  be  accepted  as  given,  fixed, 
irremediable.  Can  it  be  that  we  are  tired  of 
whatever  it  is  that  we  in  fact  are — black,  white, 


brown,  yellow,  male,  female,  large,  small, 
Greek,  German,  English,  Jew,  Yankee,  south- 
erner, westerner,  etc. — that  what  we  now  want 
is  to  rise  above  all  tiresome  differences?  Perhaps 
gene-fixing  will  realize  this  Utopia  instantiy. 

But  the  rejection  of  thinking  in  favor  of 
wishful  egalitarian  dreaming  takes  many  other 
forms.  Tbere  is  simply  too  much  to  think  about. 
It  is  hopeless — too  many  kinds  of  special  prepa- 
ration are  required.  In  electronics,  in  econom- 
ics, in  social  analysis,  in  history,  in  psychology,  in 
international  politics  most  of  us  are,  given  the 
oceanic  proliferating  complexity  of  things,  para- 
lyzed by  the  ver\'  suggestion  that  we  assume 
responsibility  for  so  much.  This  is  what  makes 
packaged  opinion  so  attractive. 

This  is  where  the  representatives  of  knowl- 
edge come  in^ — the  pundits,  the  anchormen,  the 
specialist  guests  of  talk  shows.  What  used  to  be 
called  an  exchange  of  views  has  become  "dia- 
logue," and  "dialogue"  has  been  invested  with 
a  certain  sanctity.  Actually  it  bears  no  resem- 
blance to  any  form  of  communication.  It  is  a 
hard  thing  to  describe.  Two  or  more  chests 
covered  with  merit  badges  are  competitively 
exposed  to  public  view.  We  sit,  we  look,  we 
listen,  we  are  attracted  by  the  perceptions  of 
hosts  and  guests. 

When  I  was  young  the  great  pundits  were 
personalities  like  H.G.  Wells  or  George  Bernard 
Shaw  or  Havelock  Ellis  or  Romain  RoUand.  We 
respectfully  read  what  they  had  to  say  about 
communism,  fascism,  peace,  eugenics,  sex.  I 
recall  these  celebrities  unsentimentally.  Wells, 
Shaw  and  Romain  Rolland  brought  punditn,' 
into  disrepute.  The  last  of  the  world-class  men- 
tal giants  was  Jean-Paul  Sartre,  one  of  whose 
contributions  to  world  peace  was  to  exhort  the 
oppressed  of  the  Third  World  to  slaughter 
whites  indiscriminately.  It  is  hard  to  regret  the 
passing  of  this  occasionally  vivid  spirit. 

On  this  side  of  the  Atiantic  our  present 
anchormen  are  the  successors  of  the  Arthur 
Brisbanes,  Heywood  Brouns  and  Walter  Lipp- 
manns  of  the  Twenties,  Thirties  and  Forties. 
Clearly,  figures  like  Peter  Jennings,  Ted  Koppel, 
Dan  Rather  and  Sam  Donaldson,  with  their  easy 
and  immediate  access  to  the  leaders  of  the 
nation,  have  infinitely  more  power  than  those 
old  word-men,  their  predecessors.  Rather  odd- 
looking,  today's  tribunes  (not  magistrates  cho- 
sen by  the  people),  with  their  massive  hairdos, 
are  the  nearest  thing  observable  to  the  wigs  of 
Versailles  or  the  Court  of  St.  James's.  These 
crowns  of  hair  contribute  charm  and  dignity  but 
perhaps  also  oppress  the  brain  with  their  weight. 
They  make  us  aware,  furthermore,  of  the  study 
and  calculation  behind  the  naturalness  of  these 
artists  of  information.  They  speak  so  confidently 
and  so  much  on  such  a  variety  of  topics — do  they 
really  know  enough  to  be  so  fluent?  On  a  talk 
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Saul  Bellow 


What  is  it  necessary 
that  we  Americans 
should  know  ?  Lincoln 
Steffens,  playing  the 
pundit  in  Russia 
after  the  Revolution, 
said,  "I  have  been  over 
to  the  future,  and  it 
works.  ^^  Some  secret 
wisdom.  As  a  horse- 
player  he  would  have 
lost  his  shirt. 


show  not  long  ago,  a  prominent  African-Ameri- 
can declared  that  the  Roosevelt  Administration 
had  closely  supported  Hitler  until  the  Pearl 
Harbor  attack.  The  journalists  on  the  panel 
made  no  objection  to  this.  Had  none  of  them 
heard  of  Lend-Lease,  hadn't  they  read  about 
F.D.R.,  were  they  unaware  of  Nazi  hostility 
toward  the  United  States?  Can  these  high- 
finish,  well-tailored  and  hair- styled  interviewers 
know  so  little  about  history .> 

America  is,  of  course,  the  land  of  the  present; 
its  orientation  is  toward  the  future.  That  Ameri- 
cans should  care  so  litde  about  the  past  is 
fetching,  even  endearing,  but  why  should  we 
take  the  judgments  of  these  splendid-looking 
men  and  women  on  public  matters  seriously.^ 
That  they  have  had  "backgrounders"  or  brief- 
ings we  may  take  for  granted.  One  is  reluctant  to 
conclude  that  their  omniscience  is  a  total  put- 
on.  But  this,  too,  may  be  beside  the  point.  The 
principal  aim  of  these  opinion  makers  is  to 
immerse  us  again  and  again  in  a  marinade  of 
"correctness"  or  respectability. 

What  is  it  necessary  that  we  Americans  should 
know.>  When  is  ignorance  irrelevant?  Perhaps 
Americans  grasp  intuitively  that  what  really 
matters  to  humankind  is  here — all  around  us  in 
the  capitalist  U.S.A.  Lincoln  Steffens,  playing 
the  pundit  in  Russia  after  the  Revolution,  said, 
"I  have  been  over  into  the  future,  and  it  works." 
Some  secret  wisdom!  As  a  horseplayer  he  would 
have  lost  his  shirt.  Sigmund  Freud,  visiting  the 
U.S.  before  World  War  I,  said  America  was  a 
great  experiment  that  wasn't  going  to  work. 
Later  he  called  it  a  mis0eburt — a  miscarriage. 
This  was  the  judgment  of  German  high  culture 
on  us.  Perhaps  the  death  camps  of  World  War  II 
would  have  changed  his  mind. 

That  America  is  an  experiment  is  self-evident. 
Consistent  with  this — in  a  small  way — Charles 
Burress  on  Michael  Jackson  is  advocating  ex- 
perimentation. "Suppose  Jackson  were  seen," 
he  writes,  "not  as  a  freak,  but  as  a  brave  pioneer 

devoting  his  own  body  to  exploring 

new  frontiers  of  human  identity." 
The  underlying  hypothesis  seems  to 
be  that  we  human  beings,  considered 
as  material,  are  totally  plastic  and  that 
the  material  of  which  we  are  made  will 
take  any  (improving)  shape  we  choose 
to  give  it.  A  less  kindly  word  for  it  is 
"programming."  The  postulate  is 
that  it  is  necessary  to  reject  what  we 
are  by  nature,  that  the  given,  the 
original,  the  creature  of  flesh  and 
blood  is  defective,  shamefiil,  in  need 
of  alteration,  correction,  conversion, 
that  this  entity,  as-is,  can  contribute 
nothing,  and  that  it  would  be  better 
to  remake  us  totally.  In  my  youth  the 
civilized  world  was  taken  aback  by  the 


Stalin  model  of  Soviet  Man  as  pictured  in 
newspapers,  textbooks  and  in  art  and  literature. 
Stalinist  falsification,  we  called  this.  Now  we, 
too,  seem  to  have  come  up  with  a  synthetic  man, 
a  revised,  improved  American.  What  this  implies 
is  that  the  human  being  has  no  core — more 
accurately,  that  his  personal  core,  if  there  should 
be  one,  would  be  undesirable,  wicked,  perverse, 
a  lump  of  prejudices — no  damn  good  at  all. 

We  are  beginning  to  feel  the  effects  of  this 
project.  Perhaps  the  personal  core,  or  what  we 
are  by  nature,  is  becoming  aware  that  what  lies 
behind  this  drive  to  revise  us  is  tyranny,  that 
consciousness  raising  and  sensitivity  training  are 
meant  to  force  us  to  be  born  again  without 
color,  without  race,  sexually  neutered,  political- 
ly purified  and  with  minds  shaped  and  pro- 
grammed to  reject  "the  bad"  and  affirm  "the 
good."  Will  the  real  human  being  become 
persona  non£iratai  No  wonder  so  many  of  us  are 
in  a  blue  funk. 

A  self-improving  lot,  Americans  have  a  weak- 
ness for  this  kind  of  thing:  the  idealist  holding 
aloft  a  banner  with  a  strange  device.  Huck  Finn 
had  no  use  for  the  nice  bright  clean  New 
England  boy  advancing  under  the  motto  Excel- 
sior. When  Aunt  Sally  threatened  to  "sivilize" 
him  he  decided  to  "light  out  for  the  territory 
ahead."  There  was  a  time  when  it  was  normal 
for  American  children  to  feel  that  "self-im- 
provement" propaganda  would  lead  us  not  up 
the  mountain  but  into  the  sloughs. 

In  the  matter  of  opinion,  Americans  are  vul- 
nerable to  ideologues,  "originators,"  trend- 
setters, heralds  of  the  new.  Lacking  the  sustain- 
ing traditions  of  older  cultures,  we  cast  about  for 
prescriptions,  we  seek — in  our  uncertainty — the 
next  necessary  and  "correct"  step.  I  can't  at  the 
moment  remember  who  it  was  who  said  (it 
sounds  like  Elbert  Hubbard),  "Invent  a  better 
mousetrap  and  the  world  will  beat  a  path  to  your 
door."  Revised  and  updated,  this  would  go, 
"Invent  a  new  cliche  and  you  will  attract  a 
tremendous  following." 

Perhaps  the  worst  thing  of  all  is  the  language 
used  by  these  "originators,"  these  heralds  of  the 
new.  Can  anything  palpably,  substantially,  rec- 
ognizably human  be  described  in  words  like' 
theirs?  It  was  perhaps  in  reaction  to  the  degrada- 
tion of  this  newspeak — the  very  latest — that  I 
instinctively  turned  to  William  Blake: 

The  Good  are  attracted  by  Men's  perceptions, 
And  think  not  for  themselves; 
Till  Experience  teaches  them  to  catch 
And  to  cage  the  Fairies  &  Elves. 

And  then  the  Knave  bejfins  to  snarl 

And  the  Hypocrite  to  howl; 

And  all  hisjjood  Friends  shew  their  private  ends. 

And  the  Ea£ile  is  known  from  the  Owl.  ^ 
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It's  not  a  car. 
It's  an  aphrodisiac. 


You  know  that  car  you've  always  wanted?  Really, 
really  wanted?  It's  here.  The  new  Infiniti  J  30 
personal  luxury  sedan. 

And  its  looks  aren't  all  that  will  entice  you. 

For  $33,400*  the  J 30  is  sure  to  impress  you  on 
a  purely  emotional  level.  With  luxury  details  like 
the  Bose  audio  system  with  a  standard  compact 
disc  player.  Soft  gathered  leather.  Tasteful  walnut 
trim.  And  a  24-hour  Roadside  Assistance  Program 
that's  standing  by  to  do  whatever  it  takes  to  keep 
you  on  the  road. 

Of  course,  the  J30  is  also  equipped  with  a 
long  list  of  impressive  technological  features. 
Like  the  variable  valve  timing  system  and  the 
double  isolated  multi-link  rear  suspension. 
Three-sensor,  three-channel  A  B  S  braking.  And 
both  driver's  and  passenger's  side  airbags. 

But,  in  the  end,  what's  really  appealing  about 
the  new  J 30  is  something  far  more  than  all  its 
individual  parts.  Something  indefinable.  It's  what 
happens  when  you  cross  sheet  metal  and  desire. 


INFINITI 


Fa,  Gu,st  Drivt- mjoi 


oil  I-800-S26-6SOO  ©  1992  Infirtil,  D/wjion  ofNuson  Malo,  Carp,  in  U.i.A. 
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The  contiradictions 
of  an  advanced 
capitalist  state 

^^. . .  There  is  some  exa£fgemtion  in  most  of  these  eomplaints,  but  there  is 
much  truth  in  all  of  them.  To  this  extent  the  public^ s^jrouchiness 
is  well  founded.  Why  do  these  problems  exist"?  There  are  three  reasons: 
prosperity,  freedom  and  democracy . .  /^ 


By  James  Q.  Wilson 
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KW  arl  Marx  thought  that  the  con- 
tradictions of  capitalism  were  the 
inevitability  of  declining  profits  and 
exhausted  markets.  He  got  it  only 
^  slighdy  wrong:  Those  turned 
fc  out  to  be  the  problems  of  cow- 
munist  stztcs.  The  problems  of  advanced  capi- 
talist, democratic  societies  are  not  economic  at 
all,  they  are  political  and  culfural. 

The  U.S.  has  pursued  happiness  with  greater 
determination  and  more  abundant  success  than 
any  other  nation  in  history.  For  45  years  it 
waged,  with  steady  resolve  and  remarkable  for- 
bearance, a  Cold  War  that  preserved  the  security 
of  the  Western  world  without  sacrificing  its 
liberty  in  the  process.  So  remarkable  has  been 
our  achievement  that  millions  of  people  from 
every  corner  of  the  globe  have  come  here  to  be 
part  of  America.  And  what  have  they  found?  A 
nation  of  grumpy  citizens,  convinced  that  their 
country,  or  at  least  its  government,  has  gone  to 
hell  in  a  hand  basket. 

More  Americans  today  than  at  any  time  since 
the  late  1950s  say  that  they  distrust  the  people 
who  manage  their  affairs:  Around  75%  believe 
that  they  have  little  or  no  confidence  in  the 
government. 

Part  of  this  grumpiness  reflects  the  recent 
recession.  As  we  recover  from  those  bad  times, 
we  will  recover  a  bit  from  our  bad  mood.  But 
only  a  bit.  The  decline  in  popular  confidence  did 
not  begin  with  the  recession,  or  the  Bush  Ad- 
ministration, or  Watergate  or  Vietnam;  it  began 


in  the  early  1960s  and  has  been  going,  with  only 
occasional  and  modest  upticks,  ever  since. 
Whatever  irritates  us,  it  has  been  irritating  us  for 
a  long  time. 

Pohticians  can  take  some  solace  in  the  fact 
that  the  decline  in  confidence  has  not  been 
limited  to  government  but  has  affected  virtually 
every  major  institution  in  our  society,  especially 
corporations  and  labor  unions.  But  it  is  litde 
solace:  We  don't  vote  for  corporate  officials;  we 
do  vote  for  governmental  ones. 

Before  trying  to  explain  why  the  public  is  so 
grumpy  now,  I  think  it  worth  asking  why  they 
were  so  euphoric  before.  Maybe  low  public 
confidence  in  government  is  the  norm  and  the 
high  confidence  that  existed  in  the  1950s  was 
the  aberration.  It's  not  hard  to  imagine  why  we 
felt  so  good  then.  We  had  just  waged,  with  great 
success,  an  immensely  popular  war  for  a  mani- 
fcsdy  good  cause;  at  the  end  of  the  war  we  were 
indisputably  Top  Nation,  with  a  currency  that 
was  the  world's  standard,  a  productive  capacity 
that  was  unrivaled,  export  markets  that  took 
everything  we  produced  and  begged  for  more 
and  a  monopoly  on  the  atom  bomb. 

My  guess  is  that  Americans  have  usually  been 
suspicious  of  their  politicians  and  that  the  Hiscn- 
hower-era  euphoria  was  unusual,  perhaps  uii 
prcccdented.  I'd  like  to  believe  that  because  I 
find  it  troubling  that  Americans  might  normally 
be  so  silly  as  to  think  they  could  always  trust 
officials  in  Washington  to  do  the  right  thing. 

But  even  if  wc  discount  the  slide  on  the 

Forbes  ■  September  14,  1W2 


n/ 


grounds  that  we  were  overdue  for  a  return  to 
normalcy,  there  are  features  of  the  current  anger 
that  strike  me  as  more  troublesome  than  any- 
thing we  can  attribute  to  the  post-Ike  hangover. 

One  is  the  condition  of  our  inner  cities.  It  is 
not  just  that  they  are  centers  of  unemployment, 
high  crime  rates,  school  dropouts  and  drug 
abuse;  that  has,  alas,  always  been  the  case. 
Today,  however,  the  problems  seem  more  per- 
vasive, more  widespread  and  more  threatening 
than  in  the  past.  Once  there  were  bad  neighbor- 
hoods to  be  avoided;  elsewhere,  life  was,  if  not 
prosperous,  at  least  orderly.  Today  the  signs  of 
decay  seem  omnipresent — panhandlers  and 
graffiti  are  everywhere,  senseless  shootings  can 
occur  anywhere  and  drug  use  has  penetrated 
even  the  best  schools. 

To  cope  with  these  problems  in  the  past  we 
have  relied  on  the  schools  and  the  police.  But 
today  that  reliance  seems  misplaced;  the 
schools  don't  teach  students,  the  police  can't 
•   maintain  order. 

Indeed,  the  government  as  a  whole  seems  to 
be  out  of  control.  It  has  a  huge  peacetime  deficit 
at  which  politicians  feebly  gesture;  the  number 
of  interest  groups  besieging  Congress  has  risen 
tenfold  since  I960;  we  are  entertained  hv  the 
prospect  of  legislators  easily  writing  bad  checks 


when  many  ordinary  folk  find  it  impossible  to 
write  good  ones;  everybody  knows  that  the 
nation  faces  serious  problems,  but  the  only  issue 
on  which  Congress  has  been  able  to  break  out  of 
its  policy  gridlock  has  been  doling  out  favors  to 
the  savings  and  loan  industry;  the  presidential 
race  confronts  us  with  the  wearying  spectacle  of 
candidates  exchanging  personal  barbs  and  poli- 
cy bromides. 

While  I  think  there  is  some  exaggeration  in 
most  of  these  complaints,  there  is  much  truth 
in  all  of  them.  To  this  extent  the  public's 
grouchiness  is  well  founded.  Why  do  these 
problems  exist.!" 

There  are  three  reasons:  prosperity,  freedom 
and  democracy. 

Prosperity.  For  a  century  or  more,  dangerous 
drugs  have  been  consumed.  Middle-class  peo- 
ple used  opium,  jazz  musicians  used  heroin, 
stockbrokers  sniffed  cocaine.  But  starting  in  the 
1960s,  these  drugs  moved  out  of  the  elite 
markets  and  entered  the  mass  market.  The 
reason  was  that  the  nation  had  become  prosper- 
ous enough  so  that  ordinary  people  could  afford 
them.  The  discovery  of  crack  cocaine  in  the  early 
1980s  brought  that  drug  within  the  reach  of 
almost  everyone.  Everybody  knows  that  drug 
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Democracy, 
American  style,  does 
not  lend  itself  to 
making  tough 
choices.  The  Constitu- 
tion was  written  not 
to  make  governing 
easy  but  to  make  it 
hard;  not  to  empower 
leaders  hut  to 
frustrate  them. 


addicts  often  steal  to  support  their  habits.  What 
most  people  don't  know  is  that  today  many 
addicts  do  not  have  to  steal  to  do  this;  they  can 
get  by  on  the  strength  of  part-time  jobs,  family 
support  and  public  aid. 

The  inner  dws  has  always  been  a  haven  for 
criminals  who  could  take  advantage  of  its  ano- 
nymit)',  disorder  and  low-cost  housing.  So  long 
as  they  had  to  search  out  their  victims  on  foot, 
the  victims  were  neighbors.  The  availabilit}'  of 
cheap  automobiles  put  ever^^one  within  reach 
of  burglars  and  robbers.  As  these  offenders 
began  to  share  in  the  general  prosperit)',  they 
were  able  to  replace  fists  with  guns  and  cheap 
Saturday- night  specials  with  modern  semiau- 
tomatic weapons. 

We  have  always  had  youth  gangs  in  our  cities, 
but  even  as  late  as  the  1950s  they  were  armed,  if 
at  all,  with  knives.  When  I  was  growing  up  in 
southern  California,  a  dangerous  gang  was  one 
whose  members  had  made  zip  guns 
^^^^     out  of  lengths  of  tubing  taped  to 
crude  \\^ooden  stocks  and  loaded,  one 
round  per  gun,  with  .22-caliber  bul- 
lets. Today  many  gangs  can  afford 
Uzis,  i\L\c-10s  and  9mm  pistols. 

All  of  these  changes  should  have 
been  anticipated  because  there  is  no 
way  to  confine  prosperity'  to  law-abid- 
ing people  only.  The  extraordinarv' 
standard  of  living  that  makes  Ameri- 
cans the  en\y  of  much  of  the  world 
extends  to  the  criminal  as  well  as  the 
noncriminal;  the  rising  tide  has,  in- 
deed, lifted  all  boats,  including  those 
carr\ang  pirates. 

What  frustrates  many  Americans,  I 
think,  is  that  their  hard-earned  pros- 
perity' was  supposed  to  produce  wide- 
spread   decency.    They    had    been 
taught  to  believe  that  if.  you  went  to  school, 
worked  hard,  saved  your  rnoney,  bought  a  home 
and  raised  a  family,  you  would  enjoy  the  good 
life.  About  this  they  were  right.  But  they  also 
thought  that  if  most  people  acted  this  way  their 
communities  would  improve.  About  this  they 
were  not  right.  What  produced  the  good  life  for 
individuals  did  not  produce  it  for  cities. 

The  reason  is  that  prosperity'  enabled  people 
to  move  to  the  kinds  of  towns  Americans  have 
always  wanted  to  live  in — small,  quiet  and  nice. 
As  the  middle  class  moved  out  to  the  suburbs 
they  took  with  them  the  system  of  ihformal 
social  controls  that  had  once  helped  maintain 
order  in  the  central  cities.  As  employers  noticed 
that  their  best  workers  were  now  living  outside 
these  cities,  they  began  moving  their  offices, 
stores  and  factories  to  the  periphery. 

Prosperity  not  only  enhanced  the  purchasing 
power  of  urban  criminals,  it  deprived  them  of 
the  legitimate  jobs  that  had  once  existed  as 
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alternatives  to  crime  and  it  emancipated  them 
from  the  network  of  block  clubs,  ptas  and 
watchful  neighbors  that  are  the  crucial  partners 
of  the  police. 

As  we  Americans  got  better  off  individually, 
our  cities  got  worse  off  collectively.  This  was 
probably  inevitable.  But  it  left  us  feeling  angry 
and  cheated. 

freedom.  Freedom  in  the  last  30  years  has 
undergone  an  extraordinary  expansion  in  at 
least  two  ways.  The  powers  exercised  by  the 
institutions  of  social  control  have  been  con- 
strained and  people,  especially  young  people, 
have  embraced  an  ethos  that  values  self-expres- 
sion over  self-control.  The  constraints  can  be 
found  in  laws,  court  rulings  and  interest-group 
pressure;  the  ethos  is  expressed  in  the  unprece- 
dented grip  that  the  youth  culture  has  on 
popular  music  and  entertainment. 

One  should  not  exaggerate  these  constraints. 
The  police,  for  example,  must  now  follow  much 
more  elaborate  procedures  in  stopping,  arrest- 
ing and  questioning  suspects.  This  is  burden- 
some, but  it  is  not  clear  that  it  has  materially 
reduced  their  ability'  to  solve  crimes  or  arrest 
criminals.  Most  homicides,  robberies  and  bur- 
glaries are  solved  because  there  is  eyewitness 
testimony  or  physical  e\'idence;  confessions  are 
not  t)'pically  the  critical  determinant  of  a 
successftil  prosecution.  An  important  excep- 
tion involves  consensual  crimes,  such  as  drug 
dealing.  Lacking  a  victim  or  a  witness,  many 
prosecutions  depend  on  undercover  drug  pur- 
chases or  overheard  conversations,  and  what 
can  be  purchased  or  overheard  is  now  far  more 
tightly  regulated. 

These  constraints  have  become  particularly 
restrictive  with  respect  to  the  police's  abilit)'  to 
maintain  order.  Gangs,  vagrants,  panhandlers, 
rowdy  teenagers  and  graffiti  painters  were  once 
held  in  check  by  curbside  justice:  threats,  rousts 
and  occasional  beatings.  Today  the  threats  are 
emptier,  the  rousts  rarer,  the  beatings  forbid- 
den. In  many  places  vagrancy  and  public 
drunkenness  have  been  decriminalized.  In 
cities  where  the  police  kicked  or  arrested  graffiti 
painters  they  now  must  organize  graffiti  paint- 
out  campaigns. 

Many  of  the  same  restraints  have  reduced  the 
authoritv'  of  the  schools.  Disorderly  pupils  can 
still  be  expelled,  but  now  with  much  greater 
difficulty  than  once  was  the  case.  The  pressure  to 
pass  students  without  demanding  much  of  them 
has  intensified.  As  the  freedom  of  students  has 
grown,  that  of  teachers  has  shrunk.  The  im- 
mense bureaucratic  burdens  on  classroom 
teachers  have  deprived  them  of  both  time  and 
power,  with  the  result  that  they  have  both  less 
time  in  which  to  teach  and  less  authority  with 
which  to  make  teaching  possible. 
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There  is  a  curious  shift  in  business  these  days, 
"back  to  the  basics."  And  it  seems  as  if  the  sophisticated 
fast-trackers  of  the  '80s  have  been  transformed  into  the 
business  fundamentalists  of  the  '90s. 

Nice  try,  guys.  The  simple  truth  is,  basics 
are  something  you  start  with  and  take  forward. 
Not  retreat  to. 


Over  the  past  10  years  we've  become  a 
$12  billion  insurance  company  by  embracing  the  ageless 
basics  of  common  sense  and  simplicity  and  bringing  them 
into  a  new  age  of  technology  and  management. 


This  has  allowed  us  to  centralize  and  streamline 


operations  in  ways  never  possible  before.  Allowed  us  to 
create  products  that  are  profitable  against  today's  ever- 
changing  financial  landscape.  Allowed  us  to  establish  the 


most  cost-effective  means  of  distribution.  And,  allowed  us 


to  be  more  active  managers  of  our  investment  portfolio. 

The  basics.  By  taking  them  forward,  they've 
taken  us  forward.  To  where  we  are  today,  to  where  we'll 


be  tomorrow. 


)  1992  Conseco,  Inc 
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o  n  s  e  c  Q 


James  Q.  Wilson 


The  extraordinary 
standard  of  living  that 
makes  Americans  the 
envy  of  so  much  of  the 
world  extends  to  the 
criminal  as  well  as 
the  noncriminal; 
the  rising  tide  has, 
indeed,  lifted  all 
boats,  including  those 
carrying  pirates. 


The  expansion  in  personal  freedom  has  been 
accompanied  by  a  deep  distrust  of  custodial 
institutions.  The  mentally  ill  were  deinstitu- 
tionalized in  the  belief  that  they  would  fare 
better  in  community  mental  health  clinics  than 
in  remote  asylums,  but  there  weren't  enough 
clinics  to  treat  the  patients,  the  patients  were 
not  compelled  to  enter  the  clinics  and  their 
families  were  unequipped  to  deal  with  them. 
The  mentally  ill  and  the  drug  dependent  now 
constitute  a  majority,  it  is  estimated,  of  home- 
less adults  on  the  streets. 

Democracy.  Americans  have  two  chief  com- 
plaints about  our  government.  One  is  that  it 
seems  unable  or  unwilling  to  cope  adequately 
with  the  costs  of  prosperity  and  the  darker  side 
of  freedom.  The  other  is  that  it  has  not  managed 
to  extend  that  prosperity  and  freedom  to  every- 
one. These  two  views  are  not  in  principle  incom- 
patible, but  many  Americans  suspect  that  in 
practice  they  are.  That  is  one  reason,  I  think, 
that  race  relations  are,  at  least  rhetorically,  so 
bad.  Whites  think  the  government  is  too  toler- 
ant of  crime,  gangs,  drug  abuse  and  disorderly 
behavior;  blacks  think  it  is  too  preoccupied  with 
law  and  order  and  not  concerned  enough  with 
ending  racism  and  widening  opportunities. 
Public  reaction  to  the  Los  Angeles  riots  ex- 
pressed that  tension. 

But  even  if  that  tension  did  not  exist,  it  is  not 
clear  that  democracy,  American  style,  could 
effectively  meet  popular  expectations.  Those 
expectations  are  that  government  should  be 
nonintrusive  and  have  a  balanced  budget;  spend 
more  money  on  education,  health  care,  crime 
control  and  environmental  protection;  strike 
the  right  balance  between  liberty  and  order;  and 
solve  the  problems  of  racism,  drug  abuse,  school 
failures  and  senseless  violence. 

I  am  not  making  this  up.  Every  poll  that  I 
know  of  taken  over  the  last  few  decades  shows 
that  large  majorities  think  that  the  federal  gov- 
ernment taxes  too  heavily  and  spends 
too  little,  that  deficit  financing  is 
wrong,  and  that  Washington  should 
solve  problems  that  no  state  or  local 
government  has  been  able  to  solve. 

If  people  are  asked  how  the  govern- 
ment can  reconcile  more  spending, 
lower  taxes  and  a  balanced  budget, 
the  answer  they  give  is  clear:  Elimi- 
nate waste,  fraud  and  mismanage- 
ment. That  no  amount  of  waste  re- 
duction, fraud  detection  and  bureau- 
cratic reorganization  can  possibly 
achieve  this  reconciliation  seems  be- 
side the  point. 

Now,  a  strong,  decisive  govern- 
ment might  cut  through  the  rhet- 
oric and  actually  make  the  "tough 


choices"  of  which  Americans  are  so  fond  (pro- 
vided, of  course,  that  the  tough  choices  gore 
someone  else's  ox).  But  democracy,  American 
style,  does  not  lend  itself  to  making  tough 
choices.  The  reason  is  simple:  the  Constitution 
of  the  United  States. 

That  Constitution  was  written  not  to  make 
governing  easy  but  to  make  it  hard;  not  to 
facilitate  choices  but  to  impede  them;  not  to 
empower  leaders  but  to  frustrate  them.  The 
constitutions,  written  and  unwritten,  of  Euro- 
pean democracies  are  very  different:  They  were 
designed  to  allow  the  government  to  govern, 
subject  only  to  the  periodic  checks  of  a  popular 
election.  Here,  popular  participation  is  encour- 
aged; there,  it  is  discouraged.  Here,  the  courts 
can  overturn  presidential  and  congressional  ac- 
tions; there,  they  cannot.  Here,  many  officials 
have  the  power  to  say  "no"  and  none  has  the 
power  to  say  "yes"  and  make  it  stick;  there,  a 
prime  minister  can  say  "yes"  and  make  it  stick. 

European  democracies  are  designed  to  be  run 
by  leaders  like  Ross  Perot.  Of  course,  abroad  no 
one  like  Ross  Perot  would  have  a  chance  of 
becoming  a  leader,  because  the  system  for  pick- 
ing officials  is  designed  to  insure  that  only 
insiders  and  never  outsiders  have  a  chance  at 
grabbing  the  golden  ring.  Candidates  for  office 
in  England  and  Europe  are  chosen  by  party 
managers,  guaranteeing  that  only  people  ac- 
ceptable to  the  managers  can  be  nominated. 
Candidates  in  the  U.S.  are  picked  by  people 
attending  caucuses,  voting  in  primaries  and 
signing  petitions,  creating  the  possibility  for 
candidates  detested  by  party  managers  to  be- 
come party  nominees. 

This  system  for  making  policy  and  choosing 
candidates  creates  quite  predictable  results,  and 
among  them  are  the  very  things  that  so  many 
Americans  find  distastefiil  about  politics. 

Politicians,  knowing  that  party  leaders  are 
powerless,  run  personal  campaigns  stressing 
media  images  and  relying  on  personal  attacks. 
Knowing  that  money  is  essential  to  politics  and 
that  party  leaders  don't  have  much,  candidates 
raise  flmds  from  individuals  and  interest  groups. 
Aware  that  a  primary  campaign  is  the  most 
important  campaign,  incumbents  look  for  ways 
to  discourage  challengers  from  appearing. 

Once  in  office,  politicians  know  that  it  is  their 
personal  visibility  and  not  their  party's  slogans 
that  affect  their  chances  of  staying  in  office. 
Accordingly,  they  organize  the  Congress  so  that 
all  members  will  have  large  staffs,  all  members 
will  be  able  to  introduce  high-profile  bills  (even 
if  many  are  doomed  to  defeat)  and  as  many 
members  as  possible  will  have  a  chance  to  chair  a 
committee  or  subcommittee.  When  a  bill  is 
passed,  it  is  in  everyone's  interest  to  insure  that  it 
contains  something  for  every  important  constit 
uency;  if  the  result  is  confusion  or  contradiction. 
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IhePeriectPlaceTo 

Raise  A  Company. 


We've  drawn 

national  attention 

for  our  high  school 

supercomputing 

program.  In 
addition,  Alabama 
has  one  of  only  three 

state-supported 
creative  arts  schools 

in  the  nation. 


Alabama  has  an  umbrella  of 

laws-mcluding  one  of  the 

strongest  tort  reform  packages  m 

the  nation-to  provide  a  more 

profitable  environment 
for  business  and  industry. 


Our  state  universities  are 
internationally  recognized  for 

research  in  areas  such  as 

superconductivity,  computer 

architecture,  applied 

optics,  robotics,  and 

biomedical  engineering. 


Thanks  to  our  average 
annual  temperature  of  66° F, 

you  can  enjoy  golfing, 
hiking,  and  over  a  million 
acres  of  recreational  water 

virtually  allyear  long. 


Alabama 

Industrial 

Development 

Training 

(AIDT)  will 

recruit  and 

train  your 

entire  work 

force  to  your 

specifications 

at  no  cost 

to  your 

company. 


It's  easy  to  see  what  makes  Alabama  a  great  place  to  live.  But  look  beyond 
our  mountains,  lakes,  and  beaches,  and  you'll  also  fmd  the  competitive  advantages 
that  can  help  your  business  thrive.  So  if  you're  looking  for  a  growth  opportunity 
call  1-800-248-0033.  Or  write  to  the  Alabama  Development  Office,  State  Capitol, 
Montgomery,  AL36B0.FAX(205)242-0486. 
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The  Great  Surprise. 


James  Q.  Wilson 


if  you  get  arrested 
abroad^  you  will  appre- 
ciate the  constraints 
on  the  American  police. 
The  Swiss  and  the 
Swedes  may  strike  you  as 
civilized  people,  and 
they  are,  but  I  would 
not  advise  you  to 
provoke  the  police  in 
Geneva  or  Stockholm. 


the  bureaucracy  can  be  left  with  the  task  of 
sorting  things  out.  When  the  bureaucracy  can't 
sort  it  out — when  it  can't  both  build  highways 
and  make  it  easy  for  people  to  go  to  court  to 
block  highway  construction — Congress  and  the 
White  House  can  blame  the  mess  on  "the 
bureaucrats"  and  promise  that  heads  will  be 
knocked  and  names  taken. 

In  making  policy  in  a  highly  partici- 

paton'  system,  officials  will  have  no 
incentive  to  say  that  the  government 
shouldn't  tackle  a  problem  or  doesn't 
know  how  to  solve  it  and  every  incen- 
tive to  claim  that  government  must 
"do  something"  and  that  they  know 
just  what  to  do.  As  a  result,  we  have 
crime  bills  that  don't  reduce  crime, 
drug  abuse  bills  that  don't  curb  drug 
abuse,  education  bills  that  don't  im- 
prove learning  and  disability  insur- 
ance that  can't  define  "disability." 
The  more  such  things  are  done,  the 
more  interest  groups  will  have  an 
incentive  to  organize  lobbying  efforts 
and  open  offices  in  Washington.  The 
more  such  offices  are  opened,  the 
more  pressure  there  will  be  for  more 
bills  and  the  smaller  the  chances  that  any  given 
bill  will  make  much  sense. 

What  Americans  don't  see  is  a  constitutional 
system  at  work  in  an  era  of  big  government  and 
mass  participation;  what  they  do  see  are  the 
things  that  they  don't  like  about  politics. 

They  see  interminable,  expensive,  attack- 
based  campaigns.  They  don't  see  the  fact  that 
campaigns  would  be  very  short  (about  two 
months),  much  less  expensive  and  (perhaps) 
less  attack- based  if  we  didn't  have  primary 
elections  or  caucuses,  if  part}'  managers  picked 
candidates  and  if  candidates  had  to  run  de- 
fending a  party  record. 

They  see  special-interest  groups  proliferating. 
They  don't  see  that  these  organizations  are 
simply  the  most  visible  form  of  popular  partici- 
pation in  government,  participation  that  cannot 
be  extended  to  individuals  without  also  extend- 
ing it  to  groups,  and  they  don't  see  that  having 
many  interests  is  a  result,  not  the  cause,  of  big 
government. 

They  see  American  politicians  accused  of 
lying,  corruption  and  self-dealing.  They  don't 
see  the  lying,  corruption  and  self-dealing  in 
parliamentary  regimes,  and  they  don't  see  it 
because  there  are  not  in  those  places  the  checks 
and  balances  and  incessant  rivalries  of  American- 
style  democracy  that  provide  politicians  with  an 
incentive  to  expose  such  misconduct. 

They  see  a  government  that  cannot  solve  the 
critical  problems  of  our  time.  They  don't  sec 
that  no  other  free  government  has  solved  those 
critical  problems,  either.  European  democracies 


run  big  deficits  (often  they  are,  relative  to  gnp, 
bigger  than  ours),  are  equally  baffled  by  youth 
disorders  and  drug  abuse  and  have  made  even 
less  progress  in  combatting  racism. 

What,  a  citizen  may  ask,  do  we  get  out  of  all  of 
this  conflision,  pettiness,  incompetence  and 
gridlock? 

Prosperity,  freedom  and  democracy. 

Cheer  up,  Americans.  You  are  right  to  be 
grumpy,  but  there  is  no  system  for  governing  a 
large,  free  and  complex  society  such  as  ours  that 
is  likely  to  do  much  better  or  make  you  less 
grumpy.  If  you  don't  believe  it,  travel. 

On  your  travels  you  will  meet  countless  peo- 
ple who  want  to  know  how  to  immigrate  to  the 
U.S.  You  will  discover  that  our  standard  of 
living,  in  purchasing  power  equivalents,  is  the 
highest  in  the  world.  You  will  discover  that 
among  the  larger  democracies,  our  tax  rates  are 
the  lowest  in  the  world.  You  can  talk  to  conser- 
vative leaders  in  England,  Germany  and  Sweden 
who  will  speak  enviously  of  a  nation,  America, 
that  has  managed  to  keep  the  economic  burden 
of  social  welfare  programs  so  small.  (Relatively 
small,  anyway.)  American  environmental  regu- 
lations, though  sometimes  poorly  designed  and 
badly  administered,  set  the  standard  for  most  of 
the  world. 

If  you  get  arrested  abroad,  you  will  appreciate 
the  constraints  on  the  American  police.  The 
Swiss  and  the  Swedes  may  strike  you  as  civilized 
people,  and  they  are,  but  I  would  not  advise  you 
to  provoke  the  police  in  Geneva  or  Stockholm. 

If  it  irritates  you  that  members  of  Congress 
pay  themselves  so  much  and  have  such  large 
staffs,  try  getting  your  problems  solved  by  a 
member  of  the  British  House  of  Commons  or 
the  French  Chamber  of  Deputies.  You  will 
discover  that  those  skilled  debaters  and  bright 
intellects  can't  really  do  very  much  for  you.  As 
individuals,  they  don't  have  much  power.  And 
not  having  much  power,  it  stands  to  reason  that 
they  won't  be  able  to  vote  themselves  big 
salaries  or  large  staffs.  If  you  don't  want  your 
legislators  to  have  many  perks,  strip  them  of 
their  power — which  necessarily  includes  the 
power  to  help  you. 

And  when  you  get  home,  look  up  the  public 
opinion  polls  that  compare  how  Americans  feel 
about  their  country  and  its  institutions  with  how 
many  Europeans  feel  about  theirs.  By  then  you 
may  not  be  surprised  to  learn  that  Americans 
have  much  more  confidence  in  their  institu- 
tions, public  and  private,  than  Germans, 
Frenchmen  or  Spaniards  have  in  theirs.  And  you 
may  not  be  surprised  to  learn  that  by  majorities 
of  roughly  two-to-one  Americans  are  more 
inclined  than  many  Europeans  to  say  that  they 
are  very  proud  to  be  citizens  of  their  country  and 
willing,  if  necessary,  to  fight  for  it.  Hi 
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ranee  has  never  been 
so  elose  to  home. 
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rom  the  moment  you  step  into  a  Hotel  Sofitel, 
you  notice  something  different.  There's  some- 
thing more  inviting.  More  charming.  More 
French.  It  could  he  the  overstuffed  chairs. 
Maybe  it's  the  truffle  you  find  on  your  pillow. 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour. "  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on,  you  have 
found  a  new  home  when  you  are  away 
from  yours.  Just  ask  your  ^.yf 


travel  agent  or  call 
1-800-SOFITEL. 
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A  de-moralized 
society.^ 

^^. . .  There  is  nothing  sentimental  or  Utopian 
about  our  present  ^malaise.  ^  Nor  is  there  anything! 
fanciful  about  our  fears  andjfrievances; 
indeed,  there  is  something!  fanciful  in  the  attempts 
to  deny  them.  We  have,  in  fact,  as  individuals 
and  as  a  society,  £food  reason  for  alarm  . .  /^ 


By  Gertrude  Himmelfarb 


Gertrude  Himmelfart), 
the  historian, 
is  best  known 
for  her  writings  on 
Victorian  England, 
including  The  Idea  of 
Poverty  and  The  New 
History  and  the  Old. 
In  1991 

she  delivered  the 
Jefferson  Lecture, 
established  by  the 
National  Endowment 
for  the  Humanities, 
the  highest 
government  award 
for  intellectual 
achievement  in 
the  humanities. 
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^■^  ^|V  ^1^  hy,  we  are  asked,  if  things  are 
^B     ^B     W   so  good,  do  we  think  that  they 

^^  J^^  m    are  so  bad?  The  short  answer  is 

^^#  ^^#  that  we  think  they  are  bad  be- 
^K  Hf  cause  they  are  bad.  Indeed,  they 
W      W  may  be  worse  than  we  think. 

We  think,  for  example,  and  quite  rightly,  that 
unemployment  is  bad.  But  unemployment,  and 
the  state  of  the  economy  in  general,  is  only  part 
of  the  problem,  and,  perhaps,  the  least  part  of  it. 
Most  of  the  unemployed  will  find  employment. 
They  will  also  find  themselves  saddled  with  a 
host  of  other  problems  that  may  be  less  immedi- 
ately, personally  urgent,  but  that  are  no  less 
serious  and  troubling  because  they  are  more 
permanent  and  intractable. 

I  am  not  talking  about  the  "malaise"  that  was 
bandied  about  in  the  Carter  Administration,  a 
bit  of  psychobabble  referring  to  an  emotional, 
inchoate  species  of  discontent — "alienation," 
"anomie"  or  whatever  other  modish  term  was 
current  at  the  time.  I  am  talking  of  the  justified 
discontent  of  the  responsible  citizen  who  dis- 
covers that  economic  and  material  goods  are  no 
compensation  for  social  and  moral  ills. 

A  hundred  and  fifty  years  ago,  while  his 
contemporaries  were  debating  "the  standard  of 
living  question" — whether  the  standard  of  liv- 
ing of  the  working  class  had  improved  or  de- 
clined in  those  early  decades  of  industrialism — 
Thomas  Carlyle  reformulated  the  issue  to  read. 


"the  condition  of  England  question."  That 
question,  he  insisted,  could  not  be  resolved  by 
citing  "figures  of  arithmetic"  about  wages  and 
prices,  earnings  and  expenditures.  What  was 
important  was  the  "condition"  and  "disposi- 
tion" of  the  poor:  their  beliefs  and  feelings,  their 
sense  of  right  and  wrong,  the  attitudes  and 
habits  that  would  dispose  them  either  to  a 
"wholesome  composure,  frugality'  and  prosper- 
ity," or  to  an  "acrid  unrest,  recklessness,  gin- 
drinking  and  gradual  ruin." 

We  do  not  use  such  language  today,  to  our 
great  loss.  We  are  more  comfortable  adding  up 
"figures  of  arithmetic"  than  analyzing  or  judg- 
ing "conditions"  and  "dispositions."  Those 
figures  provide  fodder  for  "pessimists"  and 
"optimists"  alike,  the  former  concluding  that 
recessions  are  an  inevitable  feature  of  the  econo-. 
my  and  that  the  living  standards  of  the  poor,  if 
not  of  the  rich,  are  in  a  permanent  state  of 
decline;  the  latter  that  the  present  recession  is 
temporary  and  that  in  the  long  run  the  poor  as 
well  as  the  rich  will  benefit  from  a  productive, 
expanding  economy.  But  if  the  debate  were 
enlarged  to  include  the  question  of  condition 
and  disposition,  some  of  us  might  find  ourselves 
in  the  awkward  position  of  being  economic 
optimists  and  at  the  same  time  moral  pessimists. 
Indeed,  we  might  be  all  the  more  pessimistic 
because  we  would  be  deprived  of  the  comfort 
ing  view  that  a  sound  economy  is  neccssarih 
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Banking 

Is  More  Than 

"Let's  Do  Lunch." 
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It  was  out  during  the  transaction-driven  80's,  it's  in 
again  now. 

Relationship  banking  was  never  out  with  us. 

Wliether  you  come  to  us  for  business  banking  or  personal 
banking,  we  take  the  time  and  trouble  to  understand  your 
situation  and  help  you  clarify  and  reach  your  goals. 


Z^  Chemical 


To  enhance  our  abiHty  to  serve  our  customers,  we  recently 
added  more  than  $1.5  billion  to  our  already  strong  capital  base, 
for  a  total  of  $9.0  billion. 

Combining  this  capital  strength  with  intellectual  currency— 
the  knowledge  our  people  bring  to  their  work  every  day— we 
structure  the  right  solutions  for  you. 


! 
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We  apply  our  strengths  to  propel  smart  ideas  from  concept 
to  market;  to  raise  corporate  frmds  or  invest  them;  to  help 
growing  companies  find  new  ways  to  grow;  to  multiply  personal 
assets;  to  create  ever  more  responsive  and  cost-efFicient 
operating  services. 

The  new  Chemical  is  first  in  primary  relationships  with  U.S. 


corporations  and  first  in  serving  middle  market  companies. 
We  have  a  relationship  with  one  out  of  every  three  households  in 
the  metropolitan  New  York  market,  and  we'rt  lead  bank  to  one 
of  every  three  small  companies,  too. 

In  short,  we  use  all  our  resources  to  build  long-term 
relationships  of  trust,  one  successful  transaction  after  another. 


Intellectual  Currency.  Capital  SiRENGTHr 
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conducive  to  a  sound  socien-.  We  might  even  be 
inclined  to  reverse  that  formula,  to  entertain  the 
possibility'  that  a  sound  societ}'  is  the  precondi- 
tion for  a  sound  economy. 

In  fact  there  are  ''figures  of  arithmetic"  bear- 
ing upon  moral  and  social  issues  as  well  as 
economic  and  material  ones.  Victorians  called 
these  "social  statistics" — statistics  relating  to 
religion,  education,  literao',  pauperism,  crime, 
vagranc)',  drunkenness,  illegitimao.'.  These  sta- 
tistics were  meant  to  elucidate  the  "condition  of 
England  question":  the  moral,  spiritual,  cultur- 
al and  intellectual  state  of  the  poor  in  particular 
and  of  the  countn-  as  a  whole.  We  no  longer  use 
the  term,  but  we  too  have  social  statistics,  in  a 
quantitx'  and  degree  of  precision  that  would 
have  been  the  en\v-  of  the  Victorians. 

Our  social  statistics  are  far  more  depressing  than 
those  produced  by  the  supposedly  "dismal 
science"  of  economics.  There  are,  to  be  sure, 
some  brave  souls,  inveterate  optimists,  who  tr\' 
to  put  the  best  gloss  on  them.  But  they  are  hard 
put  to  counteract  the  overwhelming  evidence 
on  the  negative  side. 

It  is  not  much  consolation  to  be  informed 
that  the  high  rate  of  divorce  is  partly  compensat- 
ed for  by  a  moderate  rate  of  remarriage,  since  no 
degree  of  remarriage  nullifies  the  fact  of  divorce, 
which  itself  testifies  to  an  unstable  marital  and 
family  life.  Nor  is  it  reassuring  to  be  told  that  a 


greater  proportion  of  Americans  enjoy  a  higher 
education  than  do  most  other  nationalities,  if 
that  higher  education  is  higher  in  name  alone — 
indeed  if  it  is  intellectually  lower  than  ever 
before,  and  lower  than  that  of  other  national- 
ities. Nor  that  elementary-  school  children  today 
have  computer  skills  that  their  college-educated 
parents  lack,"  if  they  have  to  use  those  skills  to 
correct^  primitive  spelling  mistakes  or  to  be 
instructed  in  the  multiplication  tables.  Nor  that 
more  cassettes  and  cos  are  sold  than  ever  before, 
if  more  of  them  spew  out  hard  rock  music  or  soft 
(or  hard)  pornographic  rap.  Nor  that  heroin 
addiction  may  be  decreasing,  if  crack-cocaine 
addiction  is  increasing.  Nor  that  the  white 
illegitimacy  rate  is  considerably  lower  than  the 
black  illegitimacy  rate,  if  both  rates  are  rapidly 
increasing.  Nor  that  middle-class  blacks  are 
faring  better,  materially  and  socially,  than  ever 
before,  if  a  considerable  and  growing  black 
"underclass"  is  faring  so  much  worse  that  it  is 
becoming  a  permanent  "outcaste"  class. 

For  a  long  time  Americans  found  it  hard  to 
face  up  to  such  depressing  facts,  even  when  they 
appeared  in  the  hard  guise  of  statistics.  Instead 
we  expended  much  ingenuity'  in  "decoding" 
these  statistics — qualifxing,  modif\'ing,  inter- 
preting, explaining  them,  in  the  hope  that  we 
could  explain  them  away.  We  could  not  con- 
ft-ont  them  candidly  because  it  was,  and  is,  part 
of  the  liberal  ethos — the  prevailing  American 
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ethos — that  such  disagreeable  things  should 
not,  and  therefore  could  not,  be  happening. 
They  violate  the  idea  of  progress  that  is  so  much 
a  part  of  that  ethos:  the  idea  that  material  and 
moral  progress  are  the  necessary  by-products  of 
a  free  society,  an  expanding  economy,  a  mobile 
social  structure,  a  diverse  and  highly  accessible 
system  of  public  education  and  an  even  more 
diverse  and  accessible  popular  culture. 

Those  statistics  also  go  against  the  grain  of 
our  ethos  in  being  so  "moralistic."  While  it  is 
generally  assumed  that  moral  progress  goes 
hand  in  hand  with  material  progress,  this  as- 
sumption is  rarely  made  explicit,  because  moral 
concepts,  still  more  moral  judgments,  are  un- 
derstood to  be  somehow  undemocratic  and 
unseemly.  We  pride  ourselves  on  being  liberated 
from  such  retrograde  Victorian  notions.  And 
they  were,  indeed,  an  important  part  of  the 
Victorian  ethos.  In  19th-century  America,  as  in 
England,  morality  was  not  only  a  natural  part  of 
social  discourse;  it  was  a  conscious  part  of  social 
policy,  the  test  of  any  legislative  or  administra- 
tive reform  being  its  effect  upon  the  character  as 
well  as  material  welfare  of  those  affected. 

Today  we  have  so  completely  rejected  that 
Victorian  ethos  that  we  deliberately,  systemati- 
cally, divorce  morality  from  social  policy.  In  the 
current  climate  of  moral  relativism  and  skepti- 
cism, it  is  thought  improper  to  impose  any 
moral  conditions  or  requirements  upon  the 


beneficiaries  of  the  public  largesse — not  only 
upon  welfare  recipients  but  upon  artists  and 
other  free  spirits  seeking  grants  from  the  Na- 
tional Endowment  for  the  Arts.  Such  conditions 
are  regarded  as  infringements  of  fi^eedom  (even, 
some  have  argued,  of  the  First  Amendment),  as 
an  arrogant  usurpation  of  authority  (who  are  we 
to  decide  what  is  moral  and  what  is  not.*")  and  as 
an  intolerable  imposition  of  bourgeois,  patriar- 
chal, archaic  "values." 

We  are  now  confronting  the  consequences  of 
this  policy  of  moral  "neutrality."  Having  made 
the  most  valiant  attempt  to  "objectify"  the 
problems  of  poverty,  criminality,  illiteracy,  ille- 
gitimacy and  the  like,*  we  are  discovering  that 
the  economic  and  social  aspects  of  these  prob- 
lems are  inseparable  from  the  moral  and  psycho- 
logical ones.  And  having  made  the  most  deter- 
mined effort  to  devise  remedies  that  are  "value- 
free,"  we  find  that  these  pohcies  imperil  the 
material,  as  well  as  the  moral,  well-being  of  their 
intended  beneficiaries — and  not  only  of  individ- 
uals but  of  society  as  a  whole.  We  have,  in  short, 
so  succeeded  in  "de-moralizing,"  as  the  Victori- 


*The  National  Center  on  Health  Statistics  informs  us  that 
"illegitimacy"  is  no  longer  acceptable,  bein^ 
derogatory  and  old-fashioned.  The  preferred  term  is 
"nonmarital  childbearing. " 
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Liberal  intellectuals 
have,  in  short,  divorced 
themselves  not  only 
from  conventional 
morality  but  also 
from  all  those 
conventional  people 
who  still  adhere 
to  that  morality. 
The  moral  divide  has 
become  a  class  divide. 


ans  would  say,  social  policy — divorcing  it  from 
any  moral  criteria,  requirements,  even  expecta- 
tions— that  we  have  "demoralized,"  in  the 
more  familiar  sense,  society  itself. 

This  is  our  present  "malaise."  There  is  noth- 
ing sentimental  or  Utopian  about  it;  it  is  not  the 
product  of  an  exacerbated  sensibility,  or  roman- 
tic aspiration,  or  yearning  for  personal  "fulfill- 
ment." Nor  is  there  anything  fanciful  about  our 
fears  and  grievances;  indeed,  there  is  something 
fanciful  in  the  attempts  to  deny  them. 
We  have,  in  fact,  as  individuals  and  as  a 
society,  good  reason  for  alarm. 

It  is  this  "condition"  of  society, 
this  "disposition"  of  the  people,  as 
Carlyle  would  have  said,  that  liberal 
intellectuals  cannot  credit  or  appreci- 
ate. They  can  sympathize  with  the 
sentimental  idea  of  "malaise,"  but 
not  with  the  realistic  one.  They  do  not 
understand  the  anxieties  of  those  who 
believe  that  the  "social  order"  (the 
very  term  seems  to  them  archaic)  is  in 
an  acute  state  of  disorder,  that  the 
"moral  order"  (another  archaic  term) 
is  de-moralized,  or  that  the  "legal 
order"  has  abdicated  responsibility  for 
law  and  order.  They  are  contemptuous 
of  "philistines,"  as  they  see  them,  who 
are  less  than  respectful  of  an  "art  com- 
munity" that  flaunts  its  contempt  for  ordinary 
people  while  demanding  to  be  subsidized  by 
them.  They  have  no  misgivings  about  a  "sexual 
revolution"  that  has  legitimized  every  form  of 
sexual  behavior  and  has  made  all  "lifestyles" 
equal  before  the  law,  before  society,  even,  some 
claim,  before  God.  They  have,  in  short,  divorced 
themselves  not  only  from  conventional  morality 
but  also  from  all  those  conventional  people  who 
still  adhere  to  that  morality. 

The  moral  divide  has  become  a  class  divide: 
the  "common  people,"  as  they  are  invidiously 
called,  versus  the  "new  class."  The  new  class^ — 
no  longer  new,  indeed  firmly  established  in  the 
media,  the  academy  and  the  professions — is,  in  a 
curious  way,  the  mirror  image  of  the  underclass. 
One  might  almost  say  that  the  two  classes  have  a 
symbiotic  relationship.  In  its  contempt  for 
"bourgeois  values,"  its  misguided  notions  of 
"compassion"  and  its  advocacy  of  social  policies 
reflecting  such  "enlightened"  attitudes,  the 
new  class  has  contributed,  if  not  to  the  enlarge- 
ment and  perpetuation  of  the  underclass,  at  least 
to  its  legitimization.  By  the  same  token,  the  new 
class  is  in  an  irreconcilably  adversarial  relation- 
ship to  the  working  and  middle  classes,  who  are 
still  committed  to  bourgeois  values,  the  puritan 
ethic  and  other  such  benighted  ideas. 

By  now  this  "liberated"  ethos  no  longer  seems 
so  liberated;  "political  correctness"  is  the  last 
refuge  of  old  revolutionaries  who  have  lost  their 


nerve.  It  is  also  so  dramatically  at  variance  with 
the  social  realities  that  even  some  liberals  are 
beginning  to  have  second  thoughts.  After  de- 
cades of  silence  and  denial,  it  is  now  finally 
respectable  to  speak  of  the  need  for  "traditional 
values" — moral  values,  family  values,  social  val- 
ues. It  is  even  respectable  (although  this  is  still 
resisted  by  many  liberals)  to  suggest  that  the 
weakening  of  these  values,  partiy  as  a  result  of  the 
demoralization  of  social  policy,  has  contributed 
to  our  present  ills.  It  is  not,  however,  at  all  clear 
that  the  traditional  remedies  will  now  suffice. 

Conservatives  have  always  looked  to  "inter- 
mediate" institutions  to  sustain  and  disseminate 
these  values — to  family,  church,  neighborhood, 
occupation,  interest  group.  The  difficulty  is  that 
these  very  institutions  have  become  so  enfee- 
bled that  they  are  hardly  capable  of  sustaining 
and  disseminating  received  values,  let  alone 
reviving  dormant  ones,  without  considerable 
assistance  from  the  state.  Yet  conservatives  have 
littie  confidence  in  the  state,  and  with  good 
reason.  It  is  the  state,  after  all,  that  has  not  only 
abdicated  responsibility  for  these  values  but  has 
actually  subverted  them — by  shifting  responsi- 
bility from  individuals  and  private  associations 
to  the  state,  by  transferring  power  from  local  to 
federal  government,  by  enacting  a'  welfare  pro- 
gram that  emasculates  the  family,  by  legalizing 
pornography  in  the  name  of  the  Constitution, 
by  permitting  educational  institutions  to  be 
perverted  for  political  purposes,  by  creating  a 
legal  system  more  solicitous  of  the  rights  of 
criminals  than  of  law-abiding  citizens. 

This  is  the  challenge  that  confronts  us.  Families, 
churches,  communities  cannot  operate  in  isola- 
tion, cannot  long  maintain  values  at  odds  with 
those  endorsed  by  the  state  and  popularized  by 
the  culture.  The  task  is  critical  and  difficult.  It  is 
to  restore  a  polity  that  reflects  and  supports  the 
values  implicit  in  the  very  idea  of  a  social,  a  legal 
and  a  moral  "order" — a  federalist  polity,  in 
which  local  and  state  governments  assume  re- 
sponsibility for  some  of  the  controversial  issues 
that  confront  us.  And  it  is  to  encourage  a 
"counter-counterculture"  that  will  resist  the 
now  entrenched  "counterculture." 

No  counterrevolution  is  complete,  and  this  is 
likely  to  be  less  so  than  most,  for  cultures  are 
more  resistant  to  change  than  polities.  But  even 
a  modest  restoration  would  be  significant — a 
return  not,  as  some  fear,  to  a  long-since-discard- 
ed puritanism  but  only  to  the  status  quo  ante — 
ante  the  excesses  and  excrescences  of  the  most 
recent  decades.  Only  then  can  we  hope  to 
overcome  our  present  state  of  "acrid  unrest, 
recklessness,  gin-drinking,  and  gradual  ruin," 
and  attain  that  "wholesome  composure,  frugal- 
ity, and  prosperity"  that  Carlyle  understood  to 
be  the  disposition  of  a  healthy  society.  IB 
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Everyone  knows  there  are  two 
nations  in  tliis  country,  white 
and  black,  right?  That's  what 
the  Kerner  Commission  Report 
said  in  1968,  and  that's  what  the 
title  of  Andrew  Hacker's  best- 
selling  sequel  to  that  report  says  today.  And  for 
good  reason.  Track  the  statistics  for  public 
health,  educational  attainment  and  income,  and 
they  all  seem  to  point  to  the  same  thing:  that 
African  Americans  are  the  ultimate  unassimila- 
bles  of  the  American  mix,  the  pebble  in  the 
ethnic  soup. 

Peer  a  litde  closer,  though,  and  this  familiar 
image  splits  again.  Even  as  the  ranks  of  the 
underclass  expand,  a  second  nation-within-a- 
nation  has  formed.  The  fact  is,  Afro-America's 
affluent  elite  is  larger  than  it  has  ever  been — a 
legacy  of  the  post-civil -rights  era  and  just  the 
kind  of  corporate  and  governmental  programs 
of  intervention  that  have  fallen  into  such  disfa- 
vor of  late. 

Now,  most  of  the  black  communities'  leaders, 
self-appointed  or  otherwise,  are  loath  to  ac- 
knowledge the  existence  of  this  class.  They  take 
it  as  part  of  their  role  to  publicize  the  dire 
condition  afflicting  so  much  of  black  America. 
Why  distract  from  the  real  problem?  But  here's 
the  rub.  Opponents  of  these  post-civil-rights  era 
programs  can  then  flatly  declare  that  they  have 
failed.  How  to  explain  the  complicated  truth: 


that  for  black  America,  these  are  the  worst  of 
times  .  .  .  and  the  best  of  times? 

Today  many  black  Americans  enjoy  a  measure 
of  economic  security  beyond  any  we  have 
known  in  the  history  of  black  America.  But  if 
they  remain  in  a  nasty  blue  fiink,  it's  because 
their  very  existence  seems  an  affront  to  the 
swelling  ranks  of  the  poor.  Nor  have  black 
intellectuals  ever  quite  made  peace  with  the 
concept  of  the  black  bourgeoisie,  a  group  that  is 
typically  seen  as  devoid  of  cultural  authenticity, 
doomed  to  mimicry  and  pallid  assimilation.  I 
once  gave  a  talk  before  an  audience  of  black 
academics  and  educators,  in  the  course  of  which 
1  referred  to  black  middle-class  culture.  After- 
ward, one  of  the  academics  in  the  audience, 
deeply  affronted,  had  a  question  for  me.  "Pro- 
fessor Gates,"  he  asked  rhetorically,  his  voice 
dripping  with  sarcasm,  "what  is  black  middle- 
class  culture?"  1  suggested  that  if  he  really 
wanted  to  know,  he  need  only  look  around  the 
room.  But  perhaps  1  should  just  have  handed 
him  a  mirror:  for  just  as  nothing  is  more  Ameri- 
can than  anti-Americanism,  nothing  is  more 
characteristic  of  the  black  bourgeoisie  than  the 
sense  of  shame  and  denial  that  the  identity 
inspires.  What  did  we  do  to  be  so  black  and  blue? 
You  may  well  ask. 

The  truth  is  that  black  America  has  always 
been  uncomfortable  with  the  fact  of  its  divi- 
sions, and  none  more  so  than  the  members  of 
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the  elite  themselves.  Here's  W.E.B.  Du  Bois, 
black  America's  greatest  intellectual,  writing 
in  1903: 

Can  the  masses  ofNe^iro  people  be  in  any  possible 
way  more  quickly  raised  than  by  the  effort  and 
example  of  [their  own]  aristocracy  of  talent  and 
character?  Was  there  ever  a  nation  on  God's  fair 
earth  civilized  from  the  bottom  upward?  Never; 
it  is,  ever  was  and  ever  will  be  from  the  top 
downward  that  culture  filters.  The  Talented 
Tenth  rises  and  pulls  all  that  are  worth  the  savin£i 
up  to  their  vantage  ground.  This  is  the  history  of 
human  progress;  and  the  two  heroic  mistakes 
which  have  hindered  that  progress  were  the 
thinkin£i first  that  no  more  could  ever  rise  save  the 
few  already  risen;  or  second,  that  it  would  better 
the  unrisen  to  pull  the  risen  down. 

So  many  things  have  changed  since  then,  of 
course.  That  was  a  colored  world  then,  back  in 
1903  when  W.E.B.  Du  Bois  wrote  his  famous 
essay,  "The  Talented  Tenth."  It  was  a  world 
that  in  some  sense  has  shaped  and  nurtured 
many  of  us,  a  world  in  which  both  our  purpose 
and  our  enemies  were  clear.  We  were  to  get  just 
as  much  education  as  we  possibly  could,  to  stay 
the  enemies  of  racism,  segregation,  discrimina- 
tion. If  we  heard  it  once,  we  heard  it  a  thousand 
times:  Get  as  much  education  as  you  can,  boy; 
nobody  can  take  your  education  away  from  you. 
It  was  a  world  in  which  comporting  ourselves 
with  dignity  and  grace,  striving  to  "know  and 
test  the  cabalistic  letters"  (as  Du  Bois  put  it)  of 
the  white  elite  and  acknowledging  and  honor- 
ing those  of  us  who  had  achieved  were  central  to 
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being  a  colored  person  in  America. 

We,  too,  were  a  people  of  the  Book.  When  Du 
Bois  was  the  editor  of  The  Crisis  magazine,  he 
published  the  portraits  of  black  college  gradu- 
ates, lawv'ers  and  doctors  on  its  cover  and  in  its 
pages.  Being  an  athlete  or  an  entertainer  was  fine 
and  good,  for  Du  Bois,  but  these  were  not 
serious  occupations.  Law  and  medicine,  educa- 
tion and  scholarship — these  were  the  pinnacles 
of  achievement,  these  the  province  of  the  Tal- 
ented Tenth. 

I  don't  claim  that  we  ever  lived  up  to  this 
idealized  image.  But  at  least  these  were  the 
images,  the  ideals,  that  were  presented  to  us. 
Only  racism  and  segregation  stood  between  our 
people  and  the  fullness  of  American  citizenship. 
If  only  we  could  secure  our  legal  rights,  the 
argument  went,  if  only  we  could  use  the  courts 
to  strike  down  segregation;  if  only  de  jure 
segregation  could  be  banished — then  all  else 
would  follow,  as  day  upon  night.  The  world  was 
simple  then;  our  enemy  an  easy  target. 

And  then  the  obvious  obstacles  tumbled  and 
fell.  D^ywr^  segregation  was  killed  in  the  Ameri- 
can judicial  system.  Brown  v.  Board  of  Educa- 
tion is  such  a  great  triumph  of  decades  of  legal 
scholarship,  under  the  leadership  of  such  stellar 
jurists  as  Charles  Hamilton  Houston,  Thur- 
good  Marshall,  Constance  Baker  Modey — the 
list  is  long  and  noble — that  its  anniversary  still 
has  resonance  in  black  America.  So  much  went 
into  the  preparation  of  that  brief  before  the 
Court — a  rare  collaboration  between  our  legal 
practitioners  and  our  scholars,  between  politi- 
cians and  political  activists,  between  whites  and 
blacks,  Jews  and  Gentiles,  working  together  in 
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an  interracial  compact  that  few  of  us  can  even 
remember,  let  alone  imagine  happening  again. 
There  can  be  little  doubt  that  the  period  be- 
tween 1954  and  the  passage  of  the  Voting 
Rights  Act  of  1965  was  the  decade  when  the 
Negro  felt  more  optimism  than  would  be  justi- 
fied in  any  other  decade  in  our  century. 

To  be  sure,  the  three  years  between  1965  and 
1968  were  bloody  and  turbulent  ones — we 
could  think  of  these  years  as  framed  by  the 
assassinations  of  Malcolm  X  and  Martin  Luther 
King,  or  by  the  riots  in  Watts  in  1965  and  the 
riots  just  about  everywhere  in  1968,  especially 
those  surrounding  the  Democratic  Convention 
in  Chicago.  And  yet  despite  all  this,  the  grand- 
children of  the  Talented  Tenth — those  of  us 
who  had  been  trained  to  succeed,  geared  to 
prosper,  adequately  prepared  by  family  and 
teachers  to  "cross  over"  into  the  white  world 
once  the  walls  of  segregation  came  tumbling 
down — plunged  headlong  and  joyously  into  the 
abyss  of  integration. 

How  have  we  fared  since  1965.>  In  so  many 
ways,  as  I  insist,  our  progress  is  astonishing, 
something  we  may  need  to  be  reminded  of  even 
in  the  wake  of  the  Rodney  King  riots  and  the 
stark  statistics  that  measure  the  gap  within  our 
community  between  the  haves  and  the  have- 
nots.  The  "black"  community,  as  we  knew  it 
before  1965,  simply  does  not  exist  any  longer. 
And  we  do  great  harm  to  the  truth  when  we 
pretend  that  the  problems  confronting  the  black 
underclass  are  identical  to  those  confronting  the 
black  middle  class.  For  a  new  crop  of  black 
youth,  whose  only  experience  has  been  of  our 


affluent  suburbs,  Matty  Rich's  grim  film  of  life  in 
the  projects,  "Straight  Out  of  Brooklyn," 
would  have  to  be  retitied  "Straight  Out  of 
Brookline."  And  who  would  ever  have  thought 
that  any  of  us  growing  up  would  have  consid- 
ered enrolling  our  kids  in  "Jack  and  Jill" — not 
to  advance  them  socially  (as  many  of  our  parents 
hoped),  but  so  that  they  would  be  with  other 
black  kids  and  learn  about  their  ethnic  hei"itage? 
This  is  where  we  are  in  1992,  we  members  of 
the  black  upper  middle  class,  the  heirs  of  the 
Talented  Tenth.  We  are  isolated  from  the  black 
underclass  and  yet  still  humiliatingly  vulnerable 
to  racism,  in  the  form  of  random  police  harass- 
ment, individual  racial  insults  from  waitresses 
and  attendants  in  stores,  the  unwillingness  of 
taxi  drivers  to  pick  us  up,  systematic  discrimina- 
tion by  banks  and  bank  loan  officers,  wage 
discrimination  in  the  workplace,  and  our  per- 
ception of  a  "glass  ceiling"  in  the  corporate 
world.  The  questions  that  greeted  our  arrival  at 
white  colleges  in  the  late  Sixties  and  Seventies — 
"Do  you  play  basketball,  football  or  baseball?" 
(translated:  "Which  sport  got  you  to  Yale?") — 
have  been  supplanted  by  more  subtie  forms  of 
questioning  about  our  right  and  ability  to  hold 
the  positions  for  which  we  have  worked  so 
diligentiy.  Far  too  often,  white  colleagues  at 
school,  in  our  mostiy  white  neighborhoods  and 
in  the  workplace,  see  blackness  as  a  sign  of 
inferiority,  our  meal  ticket  into  the  middle  class 
as  an  Affirmative  Action  quota.  The  most  perni- 
cious forms  of  racism — the  stereotyping  of  an 
individual  by  the  color  of  her  skin — still  pervade 
white  America.  And  caught  in  this  no-man's- 
land  of  alienation  and  fragmentation  is  the  black 
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DIAMANTE. 

THE  APPRAISALS  ARE  IN. 

Appraisals  from  experts  are  always  enlightening.  On  the 
Diamante,  they  have  been  overwhelmingly  glowing, 

Motor  Trend  reported  that  "the  Diamante's  sharply  de- 
fined performance  enables  a  driver  to  feel  eminently  in 
control."  Meanwhile,  the  interior  design  ensures  that"dnver 
and  passengers  are  utterly  pampered." 

The  Diamante  is  "a  well-bred  automobile,"  according  to 
Car  and  Driver  "The  ride  is  controlled,  yet  magic-carpet 
silky.. .the  leather  interior  is  a  knockout.. .whisper-quiet." 

And  after  road-testing  the  Diamante  LS,  with  its  202- 
horsepower  V6  engine,  ABS  brakes,  exclusive  TCL"  traction 
control,*  driver-side  air  bag  and  numerous  luxury  amenities, 
Road  &  Track  simply  said,  "We  are  mightily  impressed " 

If  you  would  like  to  make  your  own  evaluation,  your 
Mitsubishi  Motors  Dealer  would  be  happy  to  oblige.  Please 
call  1-800-447-4700  for  the  Dealer  nearest  you. 
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A 


The  name  Mitsubishi  means  three  diamonds,  and  has  signified 
automotive  excellence  for  75  years. 
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Optional  equipment.  Model  shown  Diamante  LS. 
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i^t  The  word  is  getting  around?  te 


Henry  Louis  Gates  Jr. 


Ifs  time  to  concede  that,  yes, 
there  is  a  culture  of  poverty. 
How  could  there  not  be? 
It's  also  true  that  not  everyone 
in  any  society  wants  to  work, 
that  not  all  people  are 
equally  motivated.  Therel 
Was  that  so  hard  to  say? 


middle  class. 

What  do  we  do  about  this?  What  do  we  not 
do?  First  of  all,  it's  time  for  the  black  middle  class 
to  stop  feeling  guilty  about  its  own  success  while 
fellow  blacks  languish  in  the  inner  city  of  de- 
spair. Black  prosperity  does  not  derive  from 
black  poverty:  Those  who  succeed  are  those 
whose  community,  whose  families,  prepared 
them  to  be  successful.  As  Stanley  Crouch  and 
others  remind  us,  the  familiar  exhortation  in 
those  days  was  to  "get  all  the  education  that  you 
can" — and  we  did.  When  I  left  home  for  Yale, 
virtually  my  whole  hometown  celebrated.  "The 
community,"  as  we  put  it,  however  sentimental- 
ly, wished  us  to  succeed.  Talking  black,  walking 
black,  wearing  kente  cloth,  listening  to  black 
music  and  filling  our  walls  with  black  art — as 
desirable  as  these  things  can  be  in  and  of 
themselves — are  not  essential  to  "being  black." 
You  can  love  Mozart,  Picasso  and  ice  hockey  and 
still  be  as  black  as  the  ace  of  spades. 

Second,  we  don't  have  to  fail  in  order  to  be 
black.  As  crazy  as  this  sounds,  recent  surveys  of 
young  black  kids  reveal  a 
distressing  pattern.  Far  too 
many  say  that  succeeding 
is    "white,"    education    is 
"white,"       aspiring      and 
dreaming  are  "white,"  be- 
lieving that  you  can  make  it 
is  "white."  Had  any  of  us 
said  this  sort  of  thing  when 
we  were  growing  up,  our 
families  and  friends  would 
have  checked  us  into  a  men- 
tal   institution.    We    need 
more  success  individually  and 
collectively,  not  less. 
Third,  we  don't  have  to  pretend  any  longer 
that  30  million  people  can  ever  possibly  be 
members  of  the  same  social  class.  After  all,  the 
entire  population  of  Canada  is  26  million.  Cana- 
dians are  not  all  members  of  one  economic  class. 
Nor  do  they  speak  with  one  single  voice  of  one 
single  leader.  We  have  neverbccn  members  of  a 
single  social  or  economic  class,  and  never  will  be. 
How  do  we  "fight  the  power"  in  a  post-civil- 
rights  world  in  which  Bull  Connors  and  George 
Wallace  are  no  longer  the  easy  targets  that  white 
racists  used  to  be?  A  world  in  which  the  rhetoric 
of  the  civil-rights  era  sounds  tired  and  empty?  (If 
George  Bush,  Ross  Perot  or  anyone  else  had 
turned  up  at  the  march  on  Washington  in  April, 
and  handed  over  a  check  for  $500  billion  to  heal 
the  ills  of  the  inner  city,  I  wonder  if  anyone  there 
would  have  known  what  to  do  with  it.) 

The  time  has  come  for  honesty  within  the 
black  community.  The  causes  of  poverty  within 
the  black  community  are  both  structural  and 
behavioral,  as  scholars  as  diverse  as  philosopher 
Cornel  West  at  Princeton  and  sociologist  Wil- 


liam Julius  Wilson  at  Chicago  have  insisted,  and 
as  most  polemicists  still  shy  from  acknowledg- 
ing. A  generation  of  well-meaning  social  scien- 
tists has  made  the  notion  of  "the  culture  of 
poverty"  taboo,  correctly  observing  that  the 
concept,  as  originally  introduced,  ignored  the 
economic  and  structural  dimensions  of  the 
problem.  But  having  acknowledged  those  di- 
mensions, it's  time  to  concede  that,  yes,  there  is 
a  culture  of  poverty.  How  could  there  not  be? 
How  could  you  think  that  culture  matters  and 
deny  its  relation  to  economic  success?  In  gener- 
al, a  household  made  up  of  a  16-year-old  moth- 
er, a  32 -year-old  grandmother  and  a  48 -year- 
old  great- grandmother  is  not  a  site  for  hope  and 
optimism.  It's  also  true  that  not  everyone  in  any 
society  wants  to  work,  that  not  all  people  are 
equally  motivated. 

There!  Was  that  so  hard  to  say? 

Our  task,  it  seems  to  me,  is  to  lobby  for  those 
social  programs  that  have  been  demonstrated  to 
make  a  difference  for  those  sufficiently  motivat- 
ed to  seize  these  expanded  opportunities.  More 
important,  we  have  to  demand  a  structural 
change  in  this  country.  We  have  to  take  people 
off  welfare  and  train  them  for  occupations  rele- 
vant to  a  21st-century  economy.  And  while  I'm 
sympathetic  to  such  incentives  as  tax  breaks  to 
generate  new  investment  in  inner  cities,  youth 
apprenticeships  with  corporations,  expanded 
tax  credits  for  earned  income  and  tenant  owner- 
ship of  inner-city  property,  I  believe  we  will  have 
to  face  a  realit>'.  The  reality  is  that  our  inner  cities 
are  not  going  to  become  oases  of  economic 
prosperity  and  corporate  investment,  and  we 
should  probably  think  about  moving  black  inner 
city  workers  to  the  jobs  rather  than  wait  for  new 
factories  to  resettle  in  the  inner  city. 

To  continue  to  repeat  the  same  old  stale 
formulas — to  blame,  in  exactly  the  same  ways, 
"the  man"  for  oppressing  us  all,  to  scapegoat 
Koreans,  Jews  or  even  Haitians  for  seizing  local 
entrepreneurial  opportunities  that  have,  for 
whatever  reason,  eluded  us — is  to  fail  to  accept 
moral  leadership.  Not  to  demand  that  each 
member  of  the  black  community  accept  individ- 
ual responsibility  for  their  behavior — whether 
that  behavior  assumes  the  form  of  gang  vio- 
lence, unprotected  sexual  activity,  you  name 
it — is  another  way  of  selling  out  a  beleaguered 
community.  It  is  to  surrender  to  the  temptation 
to  act  as  ethnic  cheerleaders  "selling  woof  tick- 
ets"— engaging  in  hollow  rhetoric — from  the 
suburbs  instead  of  speaking  the  hard  truths  that 
may  be  unpopular  with  our  fellows.  Du  Bois 
dared  to  speak  an  uncomfortable  truth  when  he 
addressed  the  responsibilities  of  the  black  elite. 
For  them,  the  challenge  awaits  of  healing  the  rift 
within  black  America,  and  the  larger  nation 
as  well.  ^ 
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^^. . .  The  spirit  is  tired, 
political  authority  is  discredited, 
civic  violence  is  on  a  mass  scale, 
public  education  is  a  catastrophe; 
the  general  dependence  on 
commercial  television  sets 
the  tone,  the  speech,  the 
morale  of  our  national  life 
toward  an  irreversible  mediocrity . 
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By  Alfred  Kazin 


Literary  critic, 
essayist, 
journalist, 
author  of  On  Na- 
tive Ground  and  A 
Walker  in  the 
City,  Alfred  Kazin 
is  one  of 
America's  most 
distinguished  men 
of  letters. 


140 


I  have  lived  77  years  of  what  Henry 
Luce  once  grandly  called  "The  Ameri- 
can Century,"  and  I  know  I  am  old 
because  the  century  was  once  rich  in 
Utopias  that  are  now  meaningless  to 
most  Americans.  We  did  not  call  them 
"Utopias" — we  called  them  The  Classless  Soci- 
ety, The  Melting  Pot,  The  Abolition  of  Race 
Prejudice,  A  New  Republic,  Progressivism,  The 
Promise  of  American  Life,  The  Equality  Of 
The  Sexes,  The  New  Freedom,  A  New  Deal, 
The  Fair  Deal,  The  New  Frontier. 

Some  of  these  hopes,  ideals,  reform  -move- 
ments were  effective  and  absorbed  into  Ameri- 
can life.  Socialism,  promising  a  thorough  over- 
haul of  the  "system,"  had  its  brief  moral  mo- 
ment here  before  World  War  L  Too  often 
confined  to  immigrant  communities,  it  lacked 
the  messianic  fiiry,  the  spirit  of  total  condemna- 
tion that,  exploiting  the  horrors  of  the  "Great 
War,"  transformed  itself  into  totalitarianism 
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Ihe  cold  war  is  over  and  a  new  world 
beckons.  Substantially  reduced  military 
requirements  are  yielding  a  peace  dividend  that 
can  certainly  be  used  to  more  productive  ends. 
Previously  closed  markets  have  been  flung  wide 
open.  And  a  developing  domestic  economy  looks 


forward  to  a  more  promising  future. 

At  The  CIT  Croup,  we're  ready  to  help 
good  companies  make  the  investments  they  need 
to  capitalize  on  these  developments.  In  fact,  this      j 
year  we'll  make  $4  billion  available  to  American 
enterprises,  many  of  whom  are  restructuring  to 


1992  The  CIT  Group.  Inc 


meet  the  competitive  challenges  of  new  markets. 
As  America's  most  experienced  asset-based 
lender,  The  CIT  Group  will  help  these 
companies  tap  into  the  value  of  their  assets  to 
•  gain  the  funds  they  need  to  achieve  their 
business  objectives. 


To  find  out  how  The  CIT  Group  can  help 
you,  call  1-800-545-5440. 

america's 
Most  Experienced 
Asset- Based 
Lender. 


Alfred  Kazin 


that  has  taken  the  best  part  of  the  20th  century 
to  defeat.  What  has  not  remained  anywhereis  the 
"Utopian"  drive  and  confidence  in  the  future 
that  sparked  the  early  20th  century.  We  live  in  an 
age  of  unparalleled  technological  power  and 
scientific  advance,  but  the  spirit  is  tired,  political 
authority  is  discredited,  civic  violence  is  on  a 
mass  scale,  race  relations  are  at  their  worst  in  the 
vast  underclass,  public  education  is  a  catastro- 
phe; the  general  dependence  on  commercial 
television  sets  the  tone,  the  speech,  the  morale 
of  our  national  life  toward  an  irreversible  medi- 
ocrity. The  only  thing  a  lot  of  people  seem  to 
devote  their  intelligence  to  is  their  personal 
bookkeeping — and  much  good  this  does  many 
of  them.  "Americans  seem  to  live  life  as  a  game 
of  chance,"  as  Stendhal  observed.  I  believe 
many  Americans  feel  that  way  today. 


To  begin  with,  there  is  the  meanness,  the 
callousness,  the  sheer  inhumanity  of  public  life 
in  America  just  now.  Maybe  it  doesn't  altogeth- 
er start  with  our  leaders  and  their  famously  hard- 
nosed  advisers,  but  they  can't  seem  to  open  their 
mouths  without  sounding  like  cynical  croupiers 
in  Las  Vegas  fearlessly  watching  the  losers  slink 
away  from  the  tables. 

"What '^  I  want  to  see  above  all  is  that  this 
country  remains  a  country  where  someone  can 
always  get  rich,"  Ronald  Reagan  told  us.  Who 
could  quarrel  with  that  except  to  wonder  what 
kind  of  national  leader  it  was  who  wanted  that 
"above  all"  for  a  country  that  ranks  last  among 
19  nations  in  its  infant  mortality  rate,  in  which 
one  in  four  homeless  people  in  cities  is  a  child? 

"We  haven't  got  our  priorities  right,"  a 
teacher  in  Campbell  County,  Tenn.  declared. 


144 


Forbes  ■  September  14,  1992 


The  bus  stops  here. 
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You  are  part  of 
a  generation  that  has 
been  raised  and  fed 
on  0  -  60  times,  horse- 
power and  skid  pad 


results.  And  yet  for 
some  inexplicable 
reason,  the  moment 


pleasure  of  driving       each  front  wheel  to 

shouldn't  be  one  of       react  independendy 

them.  Which  is  why 

we  designed  the  new 

Nissan '  Quest  ~  to  be  as 

fun  to  drive  as  the 

sedan  you  now  own.     to  the  road  surfece 

Slip  behind  the       for  exceptional 
wheel  of  the  Nissan 
Quest  and  you  im- 
mediately notice  an 
absence  of  the  sway- 
ing motion  minivans 
are  known  for  A 
front  stabilizer  bar 


tighter  and  quicker 
steering  response. 

If  you  think  the 
Nissan  Quest  has  an 
appetite  for  curves, 
however,  you'll  find 
it's  positively  fam- 
ished when  it  comes 


No  other  mini- 
van  has  more  stan- 
dard horsepower.* 
Period.  And  it's  the 
only  import  brand 
minivan  to  combine 
both  V6  power  and 
front-wheel  drive. 


you  have  kids,  car  keeps  it  level  during 

companies  expect         cornering  or  lane 
you  to  settle  for  some    changes.  And  an 
oversized,  ungainly       independent  fi^ont 
minivan  that's  about      suspension  allows 
as  much  fun  to  drive 
as  a  bus. 

Well,  at  Nissan, 
we  believe  that  par- 
ents have  enough  sac- 
rifices to  make.  The 

Nissan  Motor  Corporation  in  U.S.A. 


to  hills.  A  3.0  liter 
V6  overhead  cam 
engine  delivers  an 
impressive  151  hp. 


But  perhaps  the 
most  important  area 
where  the  Quest  per- 
forms like  a  sedan  is 


traction  control. 

This  uncanny 
feeling  that  you're 
driving  a  sedan  is 
further  enhanced 
by  sophisticated 
front-wheel  drive 
that  offers  you  a 

Smart  people  always  read  the  fine  print.  And  they  aluiays  wear  their  seat  belts*  Base  model  amparivm.  **  Except  tnodfb. 


in  safety.  For  it  is  one  settle  on  a  steering  concentrate  on  the 

of  the  few  minivans  wheel  graced  with  scenery  instead  of 

that  meets  1993  fine  leather.***  Your  the  speedometer 

Federal  passenger-  eyes  gaze  at  easy-to-  Attention  to  ei^o- 

car  safety  standards?*  read  analog  instru- 


nomics  is  so  com- 


A  day  filled  with     ments.  And  your  ears    plete  that  the  controls   chairs"  has  been 
temper  tantrums,  are  lulled  by  a  pre-       to  the  power  win-         provided  to  keep 

water  balloon  fights      mium  AM/FM  audio    dows,  door  locks  and    your  children  fi-om 


and  potty  training, 
could  give  anyone 


jagged  neryes,  which    and  an  optional 
is  why  our  luxuri- 
ous interior  is 
designed  to  soothe 
and  pamper. 


squirming  about 
To  keep  them 
entertained,  the 
second  row  even  has 
its  own  set"  of  air 
conditioning  con- 
trols, headphone 
jacks  and  remote 
audio  controls. 
And  since  we 
mirrors  are  thought-     know  how  much 
fully  nestled  in  the 
driver's-side  door.* 
Of  course,  we 
intend  to  spoil  your      kids  enjoy  playing 
^     children  as  well.  musical  chairs,  you 

sunroof***  are  avail-  A  second  row  of     should  know  our 

able  so  you  can  luxurious  captain's        QUEST  TRAC" 


cassette  system" 
Cruise  control* 


Flexible  Seating 
System  can  be  recon- 
figured up  to  twenty- 
four  different  ways!" 

The  new  Nissan 
Quest'  offers  better 
handling  and  more 
luxurious  comfort 
than  youd  ever 
expect  from  a  mini- 
van.  In  feet,  it'll  make 
you  feel  like  you're 
driving  a  car 

That  is,  until  one 
of  the  kids  in  the 
back  seat  throws 
another  temper 
tantrum. 


-*&^5V. 


Your  fingertips 

loilh  privacy  glass.  ***GXE  model.  ^Optional  on  XE  model,  standard  on  GXE.  ^Optional  on  GXE  model.  "^GXE  xvilh  optional  2nd-row  captain^  chairs. 


The  New  Nissan 

Quest 

It's  time  to 

expect  more  from 

a  minivarC 


Drive  a  Quest 
by  remote  Gontrol. 


All  you  need  to  drive  die  new 
Nissan  Qi^^^  minivan  is  a  VCR. 

Return  the  coupon  or  call 
1-800-NISSAN-3  and  well  send 
you  Quest  Drive.  An  exciting 
driving  experience  on  video- 
tape featuring  remarkable 
innovations  your  whole 
family  will  enjoy.  Free. 

But,  hurry.  These 
tapes  may  go  faster  than 
the  minivan  itself. 


The  New  Nissan 

Quest 


NISSAN 


Its  time  to  expect  more 
from  a  minivanr 

1-800-NISSAN-3,  ext.  116 


Yes.  Please  send  me  a  free 
Quest  Drive  videotape. 

Name 
Address 

City/Staie/Zip 

[ ) 

Phone 

vehicles. 


We  have  (number)  _ 

They  are  (make,  model,  year): 


The  vehicles  I  am  considering 
include  (make,  model,  year): 


For  additional  information,  please 
call  1-800-NISSAN-3,  ext.  1 16. 

Quest  Drive,  c/o  PCCI 
RO.  Box  91-1190 
Commerce,  CA  90091-1190 


The  county  had  grown  so  poor  it  couldn't  afford 
school  buses,  so  many  of  the  kids  didn't  go  to 
school.  Some  promising  kids  had  given  up 
entirely,  no  longer  wanted  to  go  to  school.  The 
story  of  Campbell  County  was  brought  to  na- 
tional attention  by  Peter  Jennings  on  ABC.  We 
were  given  views  of  the  governor,  who  didn't 
seem  particularly  concerned,  and  of  the  state 
legislature  in  session,  where  nothing  seemed  to 
be  happening.  The  plaintive  voice  of  one  citizen: 
"If  the  federal  government  can  spend  so  much 
on  'defense,'  why  can't  they  do  just  a  littie 
something  for  the  children?" 

One  reason  for  our  present  condition  is  that 
for  almost  half  a  century  we  were  preoccupied  by 
the  Cold  War.  Maybe  it  couldn't  have  worked 
out  any  other  way,  given  the  dangerous  rivalry  of 
the  two  great  powers  at  the  conclusion  of  the 


Second  World  War.  Maybe  even  Vietnam 
couldn't  have  been  avoided,  to  say  nothing  of 
McCarthyism,  "the  scoundrel  time"  of  the 
great  anti- Communist  crusade  at  home,  the 
heavy  presence  of  nuclear  weapons,  the  youth 
revolt  of  the  Sixties,  the  sickening  underhand 
power  of  a  presidency  that  made  possible  Water- 
gate. But  as  the  powers  that  be  were  always  too 
powerfial,  the  people  themselves  were  too  divid- 
ed, too  disorganized,  too  wrapped  up  in  their 
personal  concerns  to  challenge  the  Moloch  of 
national  "security"  in  any  fundamental  particu- 
lar. Where  people  were  not  just  easily  crushed, 
they  were  hopelessly  angry.  There  was  a  leaching 
out  of  morale,  of  mutual  concern,  of  active 
citizenship,  of  civility. 

Here  is  where  we  are  now.  Our  latest  eco- 


m. 


ONE 

Loomings 

c.  «vut  vwRS  AGO  -  never  mind  how  long  precisely  -  having 
CKVL  ME  KHMAU.  SOME  YEAKS  AGO  "^V"  .  .  -articuUr  to  interest  me  on 
little  or  no  money  .n  my  purse,  and  ^"thrngpamc^ 


liuic  "■   •■-  —7-    .' 

shore,  1  thought  1  wi 
world.  It  is  a  way 
circulation.  Whencv 
ever  it  U  damp,  dri 
involuntarily  pausing 
every  funeral  1  meet; 
hand  of  me,  that  it 
dcUberately  stepping 
off  -  then,  I  account 
substitute  for  pistol 
himself  upon  his  swo 
in  this.  If  they  but 
other,  cherish  very 

There  now  is  your 
as  Indian  isles  by  coi 
and  left,  the  streets 
Battery,  where  that  1 
which  a  few  hours  p 
watct-gazcrs  there. 

Circumambulate  tl 

Hook  to  Coentics  Sli 

you  see?  -  Posted  If 

upon  thousands  of 

the  spiles;  some  scat^ 

of  ships  from  China 

still  better  seaward  " 

in  bth  and  plaster 

How  then  is  this? 

But  look!  here 

seemingly  bound 

cxtremcst  limit  of  t 

houses  will  not  sufhj 

possibly  can  withoul 

leagues.  Inlanders  all] 

north,  east,  south. 


ratcry  part  of  the 
1  regulating  the 
.le  mouth;  when- 
;er  1  find  myself 
ng  up  the  rear  of 
5;et  such  an  upper 
prevent  mc  from 
Ling  people's  hats 
can.  This  is  my 
.ish  Cato  throws 
lothing  surprising 
some  time  or 
j^,^n  with  me. 
round  by  wharves 
,  her  surf.  Right 
fjown-town  is  the 
[cooled  by  breezes, 
at  the  crowds  of 

,.  Go  from  Corlears 
^thward.  What  do 
.,  stand  thousands 
TIC  leaning  against 

ivcr  the  bulwarks 
striving  to  get  a 
L^eck  days  pent  up 

Jinchcd  10  desks. 
./  here? 
br  the  water,  and 

enl  them  but  the 
:  of  yonder  ware- 

ihe  water  as  they 
-.  miles  of  them  - 
Itreets  and  avenues 
I  Tell  me,  does  the 


-ma"^tic'^"ri.^"o'i" cedles  of  the  compasses  of  all  those  ships  attract 
them  thither?  rnuntrv  in  some  high  land  of  bkcs.  Take 
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Alfred  Kazin 


At  my  alma  mater, 
the  Colle£[e  of  the  City 
of  New  York,  I  hear 
that  I  would  be 
excluded  from  certain 
classes  in  Black  history 
by  Professor  Leonard 
Jeffries.  My  skin  is 
the  wron£f  color  and 
even  my  reli£fion 
is  objectionable. 


nomic  boom  has  burst,  the  streets  of  every  big 
cit\' — and  many  a  small  town — are  filled  with  the 
homeless,  junkies,  criminals,  unemployed  peo- 
ple standing  in  front  of  empt\'  shops.  And  the 
malaise  is  even  more  cultural  and  spiritual  than  it 
is  economic. 

On  the  fashionable  right  as  on  the  defunct  left 
there  is  unwearied  extremism,  the  violence  in 
human  relations  one  associates  with  totalitarian 
states.  James  S.  Brady,  the  Reagan  White  House 
press  secretary  who  was  shot  in  the  head  and 
permanendy  disabled,  was  booed  off  the  stage  in 
Las  Vegas  along  with  his  wife  by  angry 
opponents  of  gun  control.  The  Bra- 
dys  were  appearing  at  the  Universit}' 
of  Nevada,  where  they  had  been  invit- 
ed to  speak  on  the  "Brady  Bill," 
proposing  a  ven,'  moderate  measure 
toward  gun  control.  Most  of  the  500 
people  in  the  audience  appeared  re- 
ceptive to  the  Bradys,  but  sat  in  si- 
lence during  outbursts  by  the  heck- 
lers, who  had  just  come  in  from  a  rally 
against  gun  control.  Mrs.  Brady  was 
heckled  throughout  her  40-minute 
speech.  The  heckling  began  (Brady 
on  stage  in  a  wheelchair)  after  Mrs. 
Brady  said  there  were  laws  to  make 
sure  cars  were  used  safely,  but  no  such 
laws  for  guns.   "That's  the  way  it 
should   be!"   one   person    shouted, 
starting  a  chorus  of  taunts  and  boos. 
Mayor  David  Dinkins  of  New  York,  a  city  in  a 
financial  bind,  proposes  spending  millions  for 
metal  detectors  of  guns  in  New  York  schools 
after  two  students  at  Thomas  Jefferson  High 
School  were  shot.  One  in  every  five  American 
students  has  handled  a  gun  or  rifle  at  some  time. 
In  Chicago  a  "gun  man"  salesman  openly  goes 
around  poor  neighborhoods  offering  his  wares. 
I  have  heard  on  every  side:  "This  country  is  not 
recognizable  any  more." 

Enough  comment,  for  the  moment,  on  guns 
and  violence.  The  U.S.  Department  of  Educa- 
tion's 1991  Digest  of  Education  Statistics  shows 
that  only  a  minority  in  the  age  group  21-25  has 
the  literac)'  skills  necessary  to  survive  in  our 
modern  society,  and  4%  of  the  young  adult 
population  is  totally  illiterate.  Only  20%  can  use 
bus  timetables,  which  means  that  the  majority 
cannot  follow  work  manuals.  Only  22.5%  can 
figure  out  the  percentage  for  a  restaurant  tip; 
44%  cannot  locate  information  in  an  alm^ac  or 
news  story. 

"You  are  saved,"  cried  Captain  Delano,  more 
and  more  astonished  and  pained;  "you  are 
saved;  what  has  cast  such  a  shadow  upon  you.'" 
"The  negro." 

— Herman  Melville, 
Benito  Cereno  (1856) 


Melville's  tale  describes  a  mutiny  aboard  a 
slave  ship  that  was  overcome  only  with  the 
help  of  an  American  skipper.  Captain  Delano, 
who  cannot  understand  why  the  Spanish  cap- 
tain remains  haunted  by  "the  negro."  That 
was  before  the  Civil  War.  Americans  just  now, 
whether  they  acknowledge  it  or  not,  have  for  a 
long  time  been  equally  "haunted" — and  never 
more  so  ^than  now. 

Government  statistics:  15.8%  of  black  males 
of  working  age  are  jobless,  more  than  twice  the 
rate  of  unemployment  among  white  men. 

One  in  ever)'  four  black  men  age  20  to  29  is  in 
prison,  on  parole  or  on  probation,  according  to 
a  private  study  conducted  in  1990. 

The  homicide  rate  for  black  males  15  to  24 
has  increased  by  1 32%  since  1984  and  is  now  the 
leading  cause  of  death  in  the  group. 

In  1990  the  New  England  Journal  of  Medi- 
cine estimated  that  black  young  men  in  Harlem 
are  less  likely  to  reach  the  age  of  40  than  young 
men  in  Bangladesh. 

The  United  States  imprisons  a  larger  share  of 
its  population  than  any  other  nation.  It  has 
widened  its  lead  over  the  second-ranking  coun- 
try'. South  Africa.  The  American  incarceration 
rate  is  455  people  per  100,000.  This  is  ten  times 
higher  than  those  of  Japan,  Sweden,  Ireland  and 
the  Netherlands. 

The  black  situation  in  America  (12%  of  the 
population)  is  very  complex.  Millions  of  earnest 
churchgoers,  an  ever-growing  middle  class.  The 
total  of  black  elected  officials  has  risen  in  20 
years— 1970-90— from  1,479  to  7,335.  Yet 
dozens  of  urban  mayors  despair  while  crime  and 
a  host  of  complex  sorrows  stifle  the  inner  cities.  I 
have  counted  four  and  five  beggars  to  a  block, 
block  after  block,  on  the  streets  of  the  Upper 
West  Side  in  New  York.  You  cannot  walk  with- 
out being  afflicted,  and  you  are  spiritually  worse 
off  if  you  manage  to  pass  unscathed. 

Is  the  idealizing  of  Africa  a  solution  to  the 
racial  torment  of  Americai*  At  my  alma  mater, 
the  College  of  the  City  of  New  York  (more 
Nobel  scientists  than  most  American  universi- 
ties), I  hear  that  I  would  be  excluded  from 
certain  classes  in  Black  history  by  Professor 
Leonard  Jeffries.  My  skin  is  the  wrong  color 
and  even  my  religion  is  objectionable  to  Pro- 
fessor Jeffries,  for  he  insists  that  my  ancestors 
were  in  the  slave  trade. 

I  am  truly  sorry  to  hear  this  about  my  ances- 
tors. I  had  no  idea.  Professor  Jeffries  is  always 
telling  me  things — at  the  top  of  his  voice — I 
didn't  know  before.  People  of  European  ances- 
try are  "ice  people"  who  grew  up  in  caves  and 
have  brought  the  wodd  the  three  Ds,  "Domina- 
tion, destruction  and  death."  Africans  grew  up 
in  sunlight,  are  "sun  people"  whose  skin  pig- 
ment, melanin,  makes  them  superior  intellec- 
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If  you  think  viewning  a  movie  at  home  is 
a  mere  spectator  sport,  you've  never  strapped 
.  yourself  into  the  Roneer*  Home  Theater. 
With  our  leadership  in  both  audio  and  video 
technology,  the  linking  of  the  two  produces  unprece- 
dented results. 

What  you  see  is  the 
sharpest,  brightest 
picture  ever  played  on  a 
50-inch  screen.  Our 


Pioneer  Home  Theater, 
"^u  don't  just  w^atch  it. 


technology  in  which  w^e  have  led  w^orldwide 
The  ultimate  in  sight  and  sound,  it  comes 
60%  closer  to  reality  than  ordinary  video- 
tape. And  features  the  superiority  of  digital  sound. 
Of  course,  what  you  hear  is  spectacular.  The 

enveloping  intensity  of  five- 
channel 
Dolby"  Pro 


Logic® 
Surround 
Sound.  All 


ProVision™  line  of 
projection  TVs  fea- 
tures a  sophisticated 
new^  short-focus  lens 
system  for  a  25% 
brighter  picture. The 
new^  high-contrast 
black  screen 

increases  the  contrast  ratio  by  20%.  And  an  advanced 
three-Hne  digital  comb  filter  significantly  enhances 
color  accuracy  and  improves  picture  quality. 

The  picture  source  is  a  Pioneer  Laser  Disc  Player,  a 


All  Pioneer  LcuierDuc  Player,) 
let  you  enjoy  both  Luerduo 
and  CD  J.  Ajk  your  Pioneer 
retailer  about  ,ipecial  CD 
and  LuerdL)c  offers  from 
CoLutnhia  Houje. 


The  Pioneer  CLD-D701  Combination 

CDILoderDi^c  Player  and  VSX-D901S  AlV  Receiver 

with  Dolby  Pro  Logic. 


delivered 
care  of  the  industry-leading 
AudioA/ideo  Receivers  by  Pioneer. 

To  maximize  the  quality  of 
Surround  Sound,  w^e've  assembled  a  superb  new^  pack- 
age of  perfectly  matched  modular  speakers  specially 
designed  to  deliver  a  theater-like  experience. 

Of  course,  there's  a  lot  more  to  tell,  so  call  us  at 
1-800-PIONEER  for  more  information.  Or,  drop 
by  a  Pioneer  Home  Theater  dealer.  You'll  find  just  w^hat 
you'd  expect  frofn  the  leaders  in  audio 
and  video:  Home  theater  so  advanced, 
you  don't  just  w^atch  itr 


Our  new  Pro  VLiion 
SD-P5065K  Projection  TV 
incorporates  a  hojt  of 
technobgical  innovatwnj. 
Pictured  here  u  an  actual 
on-dcreen  image. 


©  1992  Pionar  EUctronicj  (USA)  Inc.,  Long  Beach,  CA  Dolhy  and  Pro  Logic  are  regii- 
tered  trademarkj  of  Dolby  Labomtori&f  Licenjituj  Corporation.  ©  1991  Carolco  Picture-f 
Inc.  AllrighLi  raervci.  The  depiction  of  ENDOSKELETON  ii  a  trademark  of  Carole. . 
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WHO 


Know  s    Money 


Ma nagement 


BETTER      THAN 


THE     NAME 


THAT 


inspired    it. 


IN  18  30  Judge  SAMUEL  PUTNAM,  presiding 
in  the  Massachusetts  SUPREME  COURT,  created  the 
GUIDING  PRINCIPLE  for  professional  MONEY 
MANAGEMENT.  His  PRUDENT  MAN  RULE 
states  that  WHEN  MANAGING  a  client's  INVEST- 
MENTS one  should  be  PRUDENT,  and  treat  THEM 
as  SAFELY  as  if  they  were  ONE'S  OWN.  In  1937, 
INSPIRED  by  this  INHERITANCE,  his  great-great- 
grandson  FOUNDED  our  COMPANY.  Since  then 
we've  been  THRIVING,  INNOVATING  and  living 
by  the  wise  judge's  RULE.  And  with  more  than  $50 
billion  in  FIXED  INCOME  and  EQUITIES,  it's  a 
heritage  our  CLIENTS  continue  to  benefit  from  today. 
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-I-  Putnam 


A      TIME-HONORED 

TRADITION 

IN     MONEY     MANAGEMENT 


The    Putnam   Companies 
One   Post   Office   Square,    Boston    MA  02109. 
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Alfred  Kazin 


In  the  name  ofclass- 
race-gender  equality, 
teachers  and  students 
all  over  America  are 
now  being  trained  in 
such  intolerance  to 
defame  and  exclude 
those  who  do  not 
follow  the  party  line. 
The  cultural  damage 
seems  irrevocable. 


tually  and  physically.  In  America  it  is  only  white 
oppression  that  has  kept  them  down. 

Duke  University  is  a  famous  university  in  Dur- 
ham, N.C.,  munificently  endowed  by  the  ciga- 
rette kings  James  Buchanan  Duke  and  his  broth- 
er Benjamin.  Its  basketball  team  is  national 
champion,  its  medical  school  is  extremely  distin- 
guished (I  owe  my  life  to  one  of  its  cardiac 
surgeons),  and  its  nearness  to  the  National 
Humanities  Center  and  the  famous  Research 
Triangle  makes  it  one  of  the  most  attractive  as 
well  as  powerflil  institutions  in  the  countn'. 

In  this  academic  paradise  some  of  the  most 
prominent  Duke  professors  are  bitterly  di\'ided 
over  the  issue  of  multiculturalism  in  the  curricu- 
lum. At  the  center  of  it  all  is  Professor  Stanley 
Fish,,  former  head  of  the  English  Department, 
an  extremely  bright,  agile,  self-confident  intel- 
lectual radical  who,  without  any  visible  ties  to 
any  social  or  political  group  outside  academia, 
reminds  me  of  Lenin  in  exile,  living  in  public 
libraries  and  laying  down  the  law  to  his  little 
band  before  the  Revolution  gave  him  his  chance 
to  dominate  the  mind  of  Russia. 

To  understand  Professor  Fish  you  have  to 

understand  that  the  most  advanced 

literary  critics  in  the  university  are 
no  longer  interested  in  literature, 
"mere"  literature,  but  in  the  devalua- 
tion of  prevailing  systems  of  thought 
that  rest  on  our  unthinking  respect  for 
words.  Language  is  not  just  a  "tool"; 
it  is  a  human  faculty'  in  itself  that 
shapes  and  dominates  the  innate  dis- 
positions in  ourselves  to  express  our- 
selves in  expected  ways. 

We  can  resist  this  only  by  "showing 
up"  the  presumed  correlation  of  lan- 
guage with  the  outside  world  and 
with  truth.  By  relentless  interpreta- 
tion of  even  the  most  respected  text, 
we  can  show  that  there  may  be  noth- 
ing inevitable  and  incontrovertible  in 
what  it  says.  We  have  to  unearth  the 
hidden  language  strategy  that  really 
goes  on  in  a  piece  of  writing  in  order  to  shake  off 
its  authority  over  us. 

So  the  political  world  always  reveals  itself  to 
rigorous  language  analysis  as  a  ver^'  shaky 
edifice  indeed.  The  political  world,  these  critics 
take  it,  is  nothing  but  a  competition  of  private 
interests,  prejudices  and  "truths."  Nothing  and 
no  one  dare  claim  objective  truth.  There  is  no 
objective  truth,  no  literal  meaning,  from  which 
it  follows,  in  Professor  Fish's  usual  diffident  way 
of  putting  things,  that  "there  is  no  such  thing  as 
intrinsic  merit."  The  books  most  established  in 
our  esteem  just  reflect  particular  interests.  The 
great  reputations  are  confined  to  "dead  white 
males."  Women,  blacks.  Native  Americans,  His- 


panics,  homosexuals  and  other  "marginalized" 
portions  of  our  society  have  been  too  much 
excluded  from  our  idea  of  culture.  Multicul- 
turalism seeks  to  broaden  the  curriculum, 
especially  at  privileged  places  like  Duke. 
What  angered  the  scholars  opposing  Profes- 
sor Fish's  group  was  hardly  the  idea  of  studying 
other  cultures.  It  was  the  plain  fact  that  issues  of 
race  ■  and  'sex  were  being  introduced  in  the 
curriculum  primarily  for  political  reasons.  They 
noted  in  a  formal  protest  that  "an  examination 
of  many  women's  studies  and  minorities  studies 
courses  discloses  litde  study  of  other  cultures 
and  much  excoriation  of  our  society  for  its 
alleged  oppression  of  women,  blacks  and  oth- 
ers." Professor  Fish,  in  turn,  dismissed  the 
group,  warning  that  it  was  "widely  known  to  be 
racist,  sexist  and  homophobic."  In  a  letter  to  the 
university  provost  he  contended  that  members 
of  the  group  opposing  him  should  not  be 
eligible  to  ser\'e  on  major  university  committees. 
Since  that  time  he  has  also  become  celebrated 
for  explaining  that  "there  is  no  such  thing  as  fi'ee 
speech  and  it's  a  good  thing  too." 

Don't  for  a  second  think  this  is  all  a  tempest  in  a 
teapot.  In  the  name  of  class-race-gender  equali- 
t\',  teachers  and  students  all  over  America  are  now 
being  trained  in  such  intolerance  to  defame  and 
exclude  those  who  do  not  follow  the  party  line. 
To  this  teacher,  old-fashioned  enough  to  be- 
lie\'e,  in  an  age  of  widespread  illiteracy,  manufac- 
tured mass  culture  and  mercilessly  driving  com- 
mercials, that  literature,  creative  literature,  is 
necessarx'  to  a  civilized  life,  the  cultural  damage 
seems  irrevocable.  What  a  relief  it  is  to  encounter 
a  brilliant  new  black  writer,  Darryl  Pinckney 
( High  Cotton^  Farrar  Straus  &  Giroux ),  who  says 
that  he  wants  "his  book  to  be  testimony  not  only 
to  his  race  but  of  his  devodon  to  literature  as  well. 
The  book  you  xxy  to  write  is  in  some  fimny  way  a 
love  letter  to  the  books  you've  loved.  You  want  in 
your  book  to  honor  literature  as  an  idea.  You 
want  to  write /or  literature,  for  other  books." 

Why  don't  our  politically  correct  professors  of 
humanides  think  of  literature  as  a  way  of  feeding 
a  hunger  in  their  minority  students — if  they 
have  any — for  the  great  world  outside  instead  of 
flattering  them  that  many  classics  can  be  dis- 
carded for  books  about  their  own  experience? 
Black  Studies,  Women's  Studies,  Jewish  Stud- 
ies, Homosexual  Studies  all  have  their  use  in 
opening  up  long-suppressed  fields  of  knowl- 
edge, in  giving  needed  self-respect  to  people 
exposed  to  the  derision  and  indifiiTcnce  of 
society.  But  when  you  begin  to  rewrite  history 
and  culture  entirely  in  terms  of  the  victim,  who 
supposedly  lives  only  at  the  "margin"  of  society, 
nothing  can  stop  you  from  making  up  the  terms 
as  you  go.  There  are  no  longer  objective  facts. 
Values  sicken.  You  write  trash. 
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Urbane  as  a  season  suiiscription, 
our  Burl3errys®  striped  navy  classic. 
Pure  worsted  wool,  tailored  witn 
attention  to  all  tlie  small  perrections, 
600.00  Burnerrys  rurnisnings,  or 
course,  rrom  our  collections.  Firtn 
Avenue.    Red   Rose   Service   Personal 

Skopping,    1-800-348-6940 
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tLSIGNA'TURSo/ 

American 


Alfred  Kazin 


What  is  mostly 
happening  ri£fht  now  is 
that  everyone,  left  and 
right,  is  doing  his 
and  her  own  thing 
and  to  hell  with 
anything  beyond  our 
own  and  sacred 
selves.  Narcissism 
is  our  reigning 
ideology. 


The  Modern  Language  Association  is  die 
largest  professional  organization  of  its  kind  in 
the  country,  including  as  it  does  not  only  schol- 
ars of  every  Western  literature  but  teachers  of 
foreign  languages.  It  used  to  be  fuddy-duddy  in 
its  devotion  to  the  classic  texts,  but  no  longer.  At 
MLA's  1990  convention  one  was  privileged  to 
hear  that  the  secret  of  Emily  Dickinson's  poetry 
was  her  addiction  to  clitoral  masturbation  and 
that  the  Jane  Austen  who  wrote  with  such  wit 
and  truth  about  love  between  men  and  women 
"disappro\'ed  of  heterosexual  love  as  a  matter  of 
aggression  and  conquest  through  which  women 
learn  to  accept  the  superior  judgment  and  pow- 
er of  men."  A  protest  against  these  bizarre 
statements  was  countered  by  the  president  of 
^^^^  the  MLA  as  nothing  more  than  an 
attempt  "to  preserve  the  political  and 
cultural  supremacy  of  white  hetero- 
sexual males." 

What  drives  these  folks?  Social  rage, 
of  course,  nostalgia  for  the  Sixties, 
when  the  outrage  of  the  Vietnam  War 
pressed  especially  on  young  college 
men  of  the  privileged  classes.  They 
sense  that  the  humanities  (that's 
where  the  academic  left  mosdy  re- 
sides) with  their  hierarchical  "canon" 
of  supposedly  immortal  masterpieces 
don't  apply  to  minorities  of  every  sort, 
not  to  say  a  societ\^  increasingly  in 
crisis.  But  the  basic  reason  is  perhaps 
not  "political"  at  all,  in  the  classic 
sense  that  the  Greek  polls  represented 
a  common  sphere,  a  meeting  place  for 
the  community  as  a  whole,  a  symbol 
of  our  endeavor  as  a  people. 

What  is  mostiy  happening  now  is  that  every- 
one, left  and  right,  is  doing  his  and  her  own 
thing  and  to  hell  with  anything  beyond  our  own 
and  sacred  selves.  Narcissism  is  our  reigning 
ideology.  The  country  is  ftill  of  pro-life  activists 
ready  to  commit  murder  on  their  "enemies," 
pro-choice  women  unwilling  to  hear  religious 
considerations  and  family  objections,  feminist 
nuts  seriously  advocating  race  suicide  (ail  sexual 
intercourse  between  men  and  women  is  rape), 
black  and  white  zealots  in  the  university  deter- 
mined to  drive  out  of  the  university  anyone  who 
does  not  meet  their  measure  of  racial  exclusion. 
At  the  University  of  Texas  the  Black  Faculty 
Caucus  proclaimed,  "If  American  literature,  for 
example,  is  to  be  enlarged  so  as  to  include 
representative  texts  from  'minority'  groups, 
how  do  those  groups'  perspectives  get  into  the 
course  if  the  person  teaching  American  litera- 
ture is  a  'nonminority'  personi*  A  critical  mass  of 
'minority'  people  empowered  at  all  levels  could 
contest  unfair  and  inadequate  representation." 
Don't  think  for  a  moment  that  the  right  is 
more  public -spirited  than  our  academic  ideo- 


logues. Antonin  Scalia  is  said  to  be  the  most 
acute  mind  on  the  Supreme  Court,  and  (with  a 
littie  competition  from  the  Chief  Justice)  proba- 
bly the  most  illiberal.  Unlike  other  justices,  he  is 
honest  and  forthright  about  his  indifference  to 
"restorative  justice"  for  blacks.  Before  he  went 
on  the  court,  he  admitted  in  an  interview  given 
to  the  Washington  University  Law  Quarterly. 

'•'It  seems  to  be  the  fact  that  the  decisions  of 
each  of  the  Justices  on  the  Court  are  tied 
together  by  threads  of  social  preference  and 
predisposition. 

"My  father  came  to  this  country  when  he  was 
a  teenager.  Not  only  had  he  never  profited  from 
the  sweat  of  any  black  man's  brow,  I  don't  think 
he  had  ever  seen  a  black  man.  There  are,  of 
course,  many  white  ethnics  that  came  to  this 
country  in  great  numbers  relatively  late  in  its 
histon^ — Italians,  Jews,  Poles — who  not  only 
took  no  part  in,  and  derived  no  profit  from,  the 
major  historic  suppression  of  the  current  ac- 
knowledged minority  groups,  but  were,  in  fact, 
themselves  the  object  of  discrimination  by  the 
dominant  Anglo-Saxon  majority.  .  .  .  But  to 
compare  their  racial  debt — since  the  concept  of 
'restorative  justice'  implies  it;  there  is  no  credi- 
tor without  a  debtor — with  those  who  plied  the 
slave  trade,  and  who  maintained  a  formal  caste 
system  for  many  years  thereafter  is  to  confiise  a 
mountain  with  a  molehill.  Yet  curiously 
enough,  we  find  that  in  the  system  of  restorative 
justice  ...  it  is  entirely  these  groups  that  do  most 
of  the  restoring.  It  is  they  who,  to  a  dispropor- 
tionate degree,  are  the  competitors  with  the 
urban  blacks  and  Hispanics  for  jobs,  housing, 
education." 

This  argument  is  impeccable,  but  mean.  It 
reminds  me  of  what  a  former  chairman  of  Philip 
Morris  had  to  say  about  the  statistics  tracking 
deaths  from  cigarette  smoking,  environmental 
hazards  and  other  20th-century  afflictions: 
"The  only  pure  people  are  the  monks  on  top  of 
the  Himalayas." 

The  great  Russian  writer  Solzhenitsyn,  exiled 
in  Vermont,  is  a  Russian  monarchist  at  heart. 
His  narrow  views  are  likely  to  remind  many 
Americans  of  what  led  their  grandfathers  to 
leave  Russia  in  the  first  place.  But  he  is  one  of  our 
century's  great  voices  because  of  his  genius  for 
spotting  what  underlies  a  country's  social  reali- 
ty. His  comments  on  the  difference  between 
communist  Russia  and  free  America:  "In  the 
United  States  the  difficulties  are  not  a  Minotaur 
or  a  dragon — not  imprisonment,  hard  labor, 
death,  government  harassment  and  censor- 
ship— but  cupidity,  boredom,  sloppiness,  indif- 
ference. Not  the  acts  of  a  mighty  all-pervading 
repressive  government  but  the  failure  of  a  listless 
public  to  make  use  of  the  freedom  that  is  its 
birthright."  ^ 
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IWC  watches  available  at  these  fine  jewelers: 

Austin,  TX 

Donald  Wilson  Jewelers,  5010  Burnet  Road 
78756-2697(512)451-2105 

Bala  Cynwyd,  PA 

Albert  Govberg  &  Sons,  292  Montgomery 
Avenue  1 9004  (215)  664- 1715 

Bal  Harbour,  FL 

Toumeau  Inc.,  9700  Collins  Avenue  33154 
(305)866-4312 

Beaver,  PA 

Orr's  Jewelers,  690  Third  Street  15009-21 16 
(412)728-3800 

Beverly  Hills,  CA 

Princess  Jewels  Collection,  9876  Wilshire 
Blvd.  90210(213)276-5556 

Boston,  MA 

Dorfinan  Jewelers,  24  Newbury  Street  02 1 1 6 
(617)536-2022 

Carmel,  CA 

Hesselbein's,  Inc.,  202  Crossroad  Blvd.  93923 
(408) 625-2522 

Chicaeo,  IL 

Henry TCay  Jewelers,  Water  Tower  Plaza,  3rd  level 
835  North  Michigan,  6061 1  (312)  467-6515 

Cincinnati,  OH 

Swiss  Time  Ltd.,  9393  Montgomery  Road 

45242(513)793-4330 

Denver,  CO 

Hyde  Park  Jewelers,  7777  E.  Hampden 
Avenue  80231  (303)755-3541  , 

Fargo,  ND 

Royal  Jewelers,  73  Broadway  58102 
(701)232-2491 

Glastonbury,  CT 

Baribault  Jewelers,  361  New  London  Turnpike 
06033(203)633-1727 

Great  Neck,  NY 

Jewels  by  Viggi  Ltd.,  26  Middleneck  Road 
11021(516)829-6161 

Greenwich,  CT 

Manlredi  Jewelers,  1 2 1  Greenwich  Avenue 
06830(203)622-1414 

Honolulu,  HI 

Royal  Hawaiian  Gems,  2301  Kalakaua  Avenue 
#C105  96815  (808)  926-2722 

Ketcbum,  ID 

Jensen  &  Stem,  351  Leadville  Avenue  83340 
(208)726-2361 

Lincolnwood,  IL 

Smart  Jewelers,  3350  Devon  Avenue  60659 
(708)  673-6000 

Los  Angeles,  CA 

Chong  fling  Goldsmith,  956  North  Hill  Street 
90012(818)289-6992 

Miami,  FL 

Moray's  Jewelers,  224  SE  1st  Street  33131 
(305) 374-0739 

Monterey  Park,  CA 

Chong  Hmg  Goldsmith,  410-D  S.  Atlantic 
Blvd.  90012(213)623-3645 

New  Orleans,  LA 

Adler's,  722  Canal  Street  70130-2310 
(504) 523-5292 

Newport  Beach,  CA 

Traditional  Jewelers,  203  New^jort  Drive, 
Fashion  Island  92660  (714)  721-9010 

New  York,  NY 

American  Wempe  Corp.,  700  Fifth  Avenue 

10019(212)397-9000 

Cellini  Jewelers,  509  Madison  Avenue  1(M)22 

(212)888-0505 

Cellini  Jewelers,  Waldorf  Astoria  Hotel,  301 

Park  Avenue  1 0022  (2 1 2)  75 1  -9824 

Toumeau  Inc.,  500  Madison  Avenue  10022 

(212)758-3265 

Toumeau  Inc.,  635  Madison  Avenue  10022 

(212)563-6880 

Palm  Beach,  FL 

Embassy  Palm  Beach,  337  Worth  Avenue 

33480 (407)  655-4844 

Toumeau  Inc.,  1 75  Worth  Avenue  33480 

(407)832-8812 

Raleigh,  NC 

Haydon  &  Company  Inc.,  1803  Oberlin  Road 

27622(919)781-1^93 

Richmond,  VA     . 

Carreras,  Ltd.,  159  Sovran  Plaza  23277 
(804)780-9191 

San  Antonio,  TX 

Moretti's  Fine  Jewelry,  174  North  Star  Mall 
78279(512)340-4074 

San  Francisco,  CA 

Shapur,  245  Post  Street  94108 
(415)392-1200 

Salt  Lake  City,  UT 

O.C.  Tanner,  20  E.  South  Temple  84101 

(801)532-3222 


The  automatic  Da  Vinci® 
chronograph  by  IWC. 
With  perpetual  calendar 
and  moon  phase  display. 
We  won't  need  to  change 
a  word  of  this  ad  until  2100. 


$  19.995  */18  carat  yellow  gold 

*  Manufacturers  suggested  retail  price 

A  thousand  years  from  now,  we  will  still  no 
doubt  be  measuring  and  planning  our  time  with 
the  same  down-to-the-second  precision  we 
know  today.  But  it  seems  unlikely  that  we  will 
be  able  to  slow  time  down,  let  alone  stop  it 
completely.  We  believe  a  watch  should  take  fac- 
tors such  as  these  into  consideration  and  move 
with  the  times.  Which  effectively  means  an  eter- 
nity. These  relatively  high  aspirations  led  us  to 
create  one  of  the  most  complex  mechanical 
wristwatches  the  world  has  ever  seen:  the  Da 
Vinci  automatic  chronograph  with  perpetual 
calendar  and  moon  phase  display. 
The  Da  Vinci  shows  the  exact  time  in  seconds, 
minutes  and  hours,  and  has  a  chronograph 
accurate  to  '/g  of  a  second.  Various  windows  and 
displays  show  the  current  phase  of  the  moon, 
the  date,  the  day-of-the-week,  the  month,  the 
year  and  the  century.  It  "knows"  precisely 
whether  a  month  has  28,  29,  30  or  3 1  days  and 
displays  the  correct  date  even  in  leap  years.  This 
timepiece  will  continue  to  do  so  unerringly  until 
the  year  2100.  For  then,  according  to  the  calen- 
dar devised  by  Pope  Gregory  XIII,  a  leap  year 
will  be  omitted.  Which  is  why  Da  Vinci  owners 
should  make  an  appointment  with  their  watch- 
makers, to  make  the  tiny  adjustment  necessary. 
With  the  best  will  in  the  world,  there  is  abso- 
lutely nothing  we  can  do  to  change  that. 


IWC 

For  fiirther  information  and  a  complete  catalogue  on  all  IWC  masterpieces 
please  call  1-800-432-9330 


Where  will  your  bushes; 

More  to  the  point,  whet^ 
your  business  tomorrow? 


The  first  answer  is  on  your  calendar,  of  course. 

The  second  answer  is  more  elusive,  perhaps. 

K  you're  running  a  major  corporation,  you're  trying 
to  work  out  your  corporate  strategies  in  the  face  of  an 
uncertain  economy  intensified  competition,  changing 
consumer  attitudes,  shifting  fiscal  policies  and  capri- 
cious financial  resources. 

And  the  more  global  your  corporate  perspective 
is,  the  harder  it  has  to  be  to  shape  future  plans  as  the 
world's  political,  economic  and  sociological  orders 
convulse. 

Inevitably,  decision-making  at  the  top  still  depends 
in  a  large  measure  on  what  you  yourself  see  and  hear 
and  understand.  That  suggests  that  one  of  the  ways 
executives  try  to  find  tomorrow's  directions  is  to  get 
out  there,  see  things  with  their  own  eyes,  and  become 
involved  face-to-face  with  real-time  situations  and 
real,  live  people  whose  input  they  want  and  need. 

So  if  you're  doing  that,  great. 


If  you're  doing  it  with  a  company  airplane,  that's 
even  better 

\bu  know  from  experience  how  much  more  you 
can  accomplish  by  using  your  own  corporate  aircraft 
instead  of  the  airlines.  \bu  know  how  it  helps  you 
make  the  best  use  you  can  of  two  things  you  never 
seem  to  have  enough  of-your  time  and  energies. 

And  maybe-just  maybe-you  also  know  that 
your  travel  requirements  are  outgrowing  your 
present  airplane.  It  happens. 

K  it's  happening  to  you,  let's  get  together  and  at 
least  talk  about  the  Gulf  stream  IV 

We  know  the  Gulfstream  IV  isn't  the  appropriate 
airplane  for  every  organization. 

It  is,  after  all,  a  business  jet  with  a  well-deserved 
reputation  for  being  the  finest  aircraft  of  its  type.  It 
has  a  combination  of  range,  speed,  size  and  flight 
management  technology  that  results  in  operating 


ake  you  today? 
lo  you  plan  to  take 


capabilities  you  find  only  in  the  newest  generation  of 
airliners.  And  we  can't  hide  the  fact  that  owning  one 
takes  a  substantial  investment. 

But  for  corporations-and  governments,  too-that 
want  or  need  the  performance  the  Gulfstream  IV 
puts  at  their  disposal,  this  amazing  airplane  can 
return  significant  dividends  in  terms  of  its  versatility 
and  productivity 

Consider  your  own  situation. 

When  you  need  to  go  to  different  continents,  the 
Gulfstream  IV  can  take  you  and  your  key  executives 
nearly  5,000  miles  non-stop  in  about  9  hours.  Global 
access  with  uncompromised  timeliness,  convenience 
and  security  is  a  Gulfstream  tradition. 

When  you  need  to  go  to  places  where  airlines  don't 
go  often  or  at  all,  the  Gulfstream  IV  can  take  you  to 
several  in  a  single  day  and  still  get  you  home  in  time 
for  supper. 

It's  like  having  two  airplanes  in  one. 


And  however  you  use  it,  the  Gulfstream  IV  brings 
unequalled  passenger  comfort,  engine  reliability  and 
systems  dependability  to  every  trip  it  flies. 

K  you've  come  this  far  with  us,  you  have  to  be  the 
kind  of  executive  that  doesn't  overlook  any  opportu- 
nity to  improve  your  company's  chances  of  being  and 
staying  a  major  player. 

So  take  us  up  on  our  invitation  to  talk  about  the 
Gulfstream  IV  Better  still,  let  us  take  you  and  your 
key  executives  on  a  full  scale  business  trip  you  have 
to  make  somewhere,  at  home  or  abroad.  Robert  H. 
Cooper,  Senior  Vice  President,  Gulfstream  Marketing, 
would  be  delighted  to  discuss  the  idea  with  you,  and 
he's  easy  to  get  in  touch  with  at  (912)  964-3234. 

\bu  see,  we  think  just  like  you  do. 

When  it  comes  to  a  decision  about  the 
Gulfstream  IV,  nothing  takes  the  place  of    ^"^ 
being  there  and  seeing  things  for  yourself.   ^eros'^(J? 


The  Gulfstream  lY 


Uncommonly  versatile, 
uncommonly  productive. 


♦  75 


Aire  we  all  feelin 
A  tragicomedy  t 


^^. . .  Tes,  friends,  the  era  of  eouch  potato 
democracy  is  at  hand . .  /^ 


By  Simon  Schama 


Simon  Schama, 
a  professor  of 
history  at  Harvard 
University's  Center 
for  European  Studies, 
is  the  author  of  Citi- 
zens: A  Chronicle  of 
the  French  Revolu- 
tion, for  which  he  won 
the  NCR  Book 
Award,  as  well  as 
An  Embarrassment 
of  Riches  and 
Dead  Certainties 
(Unwarranted 
Speculation). 
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Prologue 

Enter  Chorus  with  cellular  phone 
Friends,  Fellow  Americans,  lend  me  your 
votes.  I  come  not  to  praise  representative 
government  but  to  bury  it.  I  mean,  fellas, 
who  needs  it?  All  that  yap-yap,  scribble- 
scribble,  and  nothing  getting  fixed. 

Yes,  my  friends,  the  era  of  couch  potato  democ- 
racy is  at  hand,  the  political  equivalent  of  fast 
food — fully  electronic,  superconducted,  user- 
friendly,  drive-through  citizenship.  No  need 
now  to  slog  through  boring,  complicated  posi- 
tion statements,  fine-print  journalism,  party 
platforms,  legislative  proposals,  congressional 
hearings  and  debates.  We're  talking  bottom- 
line  problem-solving  here. 

And  you  can  forget  the  inconvenience  of 
driving  all  the  way  to  a  polling  station  in  some 
dinky  little  school,  getting  in  the  voting  booth 
and  reading  all  those  columns  of  God-knows- 
who  running  for  God-knows-what.  Starting  real 
soon,  from  the  comfort  of  your  very  own  den, 
you  will  be  able  to  sample  the  options  and  hit  the 
remote.  Why,  you  could  do  it  between  innings. 
In  fact,  why  not  save  ourselves  some  time  and 
effort  here  and  have  Brent  Musburger  or  Bryant 
Gumbel  or  Larry  King  give  us  the  questions? 
Why  have  a  Constitution  when  America  can  be 
tuned  into  one  terrific  Talk  Show? 

Believe  me,  it's  as  easy  as  pie  and  you  won't 
feel  a  thing.  No  pain,  no  taxes.  All  you  have  to  do 
is  to  follow  the  Leader,  hit  the  right  button  on 
cue  and  shazzam,  600  billion  dollars'  worth  of 
deficit  disappears.  Am  I  right?  Are  we  feeling 
better  yet? 

Well,  never  mind,  there  are  still  places  where 
Feelgood  America  is  doing  just  fine,  thank  you. 
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Simon  Schama 
on  a  rail  journey 
in  Poland 
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Bottled  happiness — who  does  it 
better  than  America"^  We  are, 
after  all,  the  only^reat  empire 
whose  founding  charter  expressly 
articulated  the  right  to  he 
happy  (or  at  least  to  pursue  it). 
The  trouble  is  that  we  tend 
to  confuse  the  good  life  with 
a  life  of  goods. 

162 


Scene  One 
Hand-jive  at  the  mall 

There  are  places  deep  in  the  malls  of  America 
where  even  today  the  spirit  of  1955  lives  on.  A 
bona  fide  marketing  genius  has  created  a  time- 
bubble  eater\'  called  Johnny  Rockets  (coming 
shordy  to  your  neighborhood),  in  which  you 
can  guzzle  blissfully  on  an  innocent  past:  perfect 
cold  malted  milks,  fiies  for  which  the  state  of 
Idaho  might  have  been  invented,  blts  of  peer- 
less crispy-crunchiness.  If  God  is  not  actually  in 
these  soda  fountains,  apple  pie  that  tastes  as 
though  it  might  have  been  by  Him  certainly  is. 
The  Johnny  Rockets  diner  in  Burlington,  Mass., 
just  outside  Boston,  looks  like  an  installation  at 
the  Museum  of  Modern  Art,  down  to  the  shiny 
red  bar  stools,  the  jukebox  selectors  at  each 
booth,  and  the  photos  from  Life  on  the  wall. 
The  soda  jerks  are  fi-om  Central  Casting:  corn- 
fed,  clean-cut,  indefatigably  good-natured.  If 
you  pick  the  right  numbers  on  the  juke,  the 
waitresses  will  hand- jive  for  you.  On  the  night 
we  were  there  everyone  sang  Happy  Birthday  to 
my  9-year-old  daughter.  The  place  \\'as  packed 
with  teenage  dental  hardware  and  the  air  was 
thick  with  Ike -liking. 

Bottied  happiness — who  does  it  better  than 
America?  We  are,  afi:er  all,  the  only  great  empire 
whose  founding  charter  expressly  articulated 
the  right  to  be  happy  (or  at  least  to  pursue  it). 
The  trouble  is  that  we  tend  to  confiise  the 
good  life  with  a  life  of  goods,  that  Bluebird  of 
Happiness  with  the  Right  to  Shop.  And  right 
now.  Dame  Fortune  (a.k.a.  the  business  cycle) 
isn't  smiling  on  us.  But,  hey,  not  to  worry. 
There's  nothing  so  wrong  that  a  real  take- 
charge  guy  couldn't  fix  it  with  a  touch  of 
elbow  grease,  right.' 

Don't  count  on  it.  Some  months  ago  I  pub- 
lished an  Op- Ed  piece  in  the  ^ew  York  Times 
comparing  Yeltsin's  Russia  with  pre-revoiution- 
ar}'  France.  A  colossal  burden  of  debt,  an  inno- 
vative but  politically  incoherent  government, 
the  self-defeating  expectation  that  the  invention 
of  democracy  comes  with  a  fiill  market  basket — 
all  seemed  to  warrant  the 
comparison.  But  perhaps 
analogies  become  obses- 
sions. For  these  days  it  is 
our  own  floundering  poli- 
ty', the  United  States,  that 
looks  more  like  a  pre-revo- 
lutionar>'  danger  zone.  And 
the  magnitude  of  our  trou- 
bles is  not  to  be  measured 
simply  by  the  conventional 
indices  of  economic  perfor- 
mance. More  housing 
starts,  a  little  leap  in  the 


"consumer  confidence"  ratings,  or  a  pickup  in 
auto  sales  may  signal  some  sort  of  return  to 
short-term  cheerfiilness,  but  these  indices  say 
nothing  about  the  deep  systemic  sicknesses  that 
may  in  the  end  determine  that  the  American 
Century  will  have  lasted,  in  fact,  for  just  50  years. 
In  ways  that  may  be  irreversible,  we  have  be- 
come lawless  (66  million  handguns);  mindless 
(check  your  television  listings);  and  direction- 
less. Our  national  temper  is  sour,  our  attention 
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span  limited,  our  fiise  short.  We  yearn,  childish- 
ly, for  a  cowboy  in  a  white  hat  to  ride  into  town. 
We  are  ripe  for  political  disaster. 

Scene  Two 

No  more*Polish  jokes,  please 

Northeast  Poland  is  a  place  of  deep  forests  and 
mirror  lakes.  It  is  one  of  the  last  unruined 
paradises  in  Europe,  so  I  won't  tell  you  where 


exacdy  I  have  in  mind,  much  less  how  to  get 
there.  Trust  me.  In  one  of  these  lakes  teenagers 
splash  and  laugh  while  a  small  batde  takes  place 
on  the  bank.  (This  is  a  topography  of  ancient 
batdes — between  Polish  Kings  and  Teutonic 
knights  and  between  Russian  and  German  ar- 
mies.) This  batde,  however,  involves  only  two 
men  and  a  cow.  One  of  these  men,  small,  wiry, 
with  the  obligatory  brisding  Walesa  moustache, 
pulls  the  cow  towards  the  water  to  make  it  drink. 


A  Johnny 
Rockets 
diner  in 
Burlington, 
Mass. 


Forbes  ■  September  14,  1992 


163 


uiia 


Simon  Schama 


If  Americans  ever  had  to 
endure  even  a  fraction  of  the 
economic  pain  borne  by  the 
new  democracies  of  Central 
and  Eastern  Europe,  it  is 
unthinkable  what  political 
ugliness  might  ensue. 


His  partner  pushes  from  behind.  The  cow  does 
not  want  to  go  but  is  finally,  slitheringly  dragged 
into  the  lake,  where  it  eventually  gets  the  idea 
and  proceeds  to  slurp. 

It  seems  like  a  lot  of  work.  Jan,  the  senior  cow- 
puller,  tells  us  he  is  an  unemployed  construction 
worker  who  simply  couldn't  face  doing  nothing 
about  his  predicament.  A  country  boy  by  origin, 
he  decided  he  would  be  a  meat  wholesaler, 
hoping  to  cash  in  on  steeply  rising  prices  in 
Warsaw  and  other  Polish  cities.  He  had  bought 
the  cow  for  3.5  million  zlotys  (about  $280).  But 
since  he  had  no  transport  of  any  kind  he  had 
walked  (or  dragged)  the  animal  5  miles  from  the 
farmyard  to  his  house  in  the  local  town.  Soon,  he 

says,  he  will   butcher  the 

cow,  turn  it  into  saleable 
veal,  and  take  the  product 
to  the  meat  marketers  in  the 
nearest  big  urban  center. 
But  he  is  not  a  happy  entre- 
preneur. He  has  discovered 
that  the  meat  marketers 
(who  sell  to  the  butchers) 
dictate,  rather  than  negoti- 
ate, prices,  and  their  non- 
negotiable  prices  mean  his 
profit  will  be  just  600,000 
zlotys,  or  around  $48,  a  pitifiil  reward  for  all  his 
work.  Jan  shrugs  his  shoulders,  "What  can  I  do?" 
He  is  learning  capitalism  the  hard  way.  The 
market  economy  that  has  replaced  the  paternalist 
communist  state  has  already  robbed  him  of  one 
job  and  made  his  efforts  to  turn  himself  into  a 
producer  a  cruel  joke.  With  almost  nothing  he 
nevertheless  remains  defiant  and  ebullient.  He 
will  make  it.  Poland  will  make  it.  The  cow  will 
drink  at  the  lake. 

A  few  miles  away,  in  the  heart  of  the  Mazurian 
lakeland,  a  gleaming  new  hotel  stands  incongru- 
ously in  a  landscape  of  small  farms,  horse  plows 
and  timber  cottages.  Its  five  stories  dominate  a 
hillside  as  did  the  gentry's  country  houses  and 
hunting  lodges  of  past  centuries.  But  instead  of 
stables  and  carriage  drives  in  front,  there  is  a 
helicopter,  its  rotors  twirling,  ready  to  take 
tourists  on  their  flight  over  the  lakes.  There  is  a 
swimming  pool,  a  lobby  with  acres  of  gleaming 
marble.  There  are  ev*en — mirabile  dictu — elec- 
tric hand  driers  in  the  spotless  white-and- 
chrome  bathrooms. 

Though  the  place  looks  and  feels  like  a  Hyatt 
clone,  right  down  to  the  plastic-and-rock  water- 
falls in  the  lobby  and  the  almost  unnaturally 
breezy  and  efficient  table  service,  all  the  guests 
are  Polish.  So  someone  in  the  new  Poland  is 
making  enough  money  to  support  all  this  crystal 
glassware  and  white  table  linen.  The  hotel,  open 
for  barely  six  months,  sports  the  name  of  its 
founder  and  entrepreneur,  very  much  as  though 
he  had  already  set  his  sights  on  becoming  the 


Polish  Conrad  Hilton.  Over  a  terrific  bowl  of 
zurek,  the  sour-cream  soup,  we  ask  our  waitress 
if  the  owner  is,  like  Stanislaw  Tyminski,  the 
Canadian  businessman  who  came  back  to  Po- 
land to  run  for  the  presidency  against  Lech 
Walesa,  a  foreign-born  Pole  reinvesting  in  the 
homeland.  M^,  absolutely  not,  she  says  with  a 

smile  of  beaming  pride,  he  is  "one  of  ours." 
< 

Not  everyone  in  Poland  is  quite  this  ready  to  be 
made  over  in  the  image  of  Adam  Smith  in  Las 
Vegas.  We  breakfasted  on  country  white  cheese 
and  fresh-baked  rye  bread  at  a  monastery  over- 
looking another  of  the  lakes  that  had  been 
turned  into  a  conference  center  by  the  Ministry 
of  Culture.  The  food  was  delectable,  the  build- 
ing handsome,  the  views  spectacular.  We  asked 
for  coffee.  "Ah,"  said  the  blonde  waitress  flash- 
ing a  dazzling  smile,  "coffee  is  upstairs  at  the 
bar,  this  is  tea."  Our  photographer,  Tadeusz, 
was  brazen  enough  to  push  his  luck.  "Er,  any 
possibility  of  someone  bringing  the  coffee 
downstairs.^"  An  even  more  dazzling  smile  and 
the  reply,  "Maybe." 

"It  takes  longer  than  a  year  or  two  to  emerge 
from  communist  contempt  for  the  philosophy 
of  customer  service,"  Tadeusz  said,  needlessly 
apologizing  (for  the  tea,  as  the  waitress  well 
knew,  was  wonderfiil). 

Nowadays  butter  and  margarine  are  plentiful 
in  the  cities,  along  with  most  other  kinds  of 
foodstuffs  like  meat,  fresh  vegetables  and  fruit. 
All  it  takes  is  the  income  to  buy  them.  For  the 
implementation  of  free-market  reforms  has 
been  so  brutally  effective  that  many  households 
in  Poland,  perhaps  most,  now  spend  70%  to  80% 
of  their  income  on  food. 

Not  since  the  Industrial  Revolution  can  there 
possibly  have  been  so  violent  a  shock  to  expecta- 
tions about  living  standards.  If  Americans,  ac- 
customed to  their  binge-and-bust  lifestyle  as  a 
constitutional  right,  ever  had  to  endure  even  a 
fraction  of  the  economic  pain  borne  by  the  new 
democracies  of  Central  and  Eastern  Europe,  it 
is  unthinkable  what  political  ugliness  might 
ensue. 

So  we  should  not  be  surprised  to  discover 
such  societies  having  a  hard  time  setding  down 
into  the  working  habits  of  viable  democracy. 
The  least  predicted  feature  of  life  after  commu- 
nism (at  least  outside  Russia)  is  not  disagree- 
ment over  economic  policy.  For  however  pain- 
fiil  the  reforms  may  be,  they  seem  to  be  accept- 
ed, at  least  in  the  cities,  as  the  inevitable  price  to 
be  paid  for  years  of  communist  economic  fanta- 
sy. The  most  serious  sources  of  destabilization  in 
much  of  Eastern  Europe  come  from  ancient 
tribal  hatreds  and  incompatibilities.  And  where, 
as  in  Poland,  populations  are  almost  ethnically 
and  culturally  homogeneous,  it  is  the  dreadful 
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When  it  comes  to  international  trade,  ^ou  need 
a  bank  that  can  lead  you  in  the  right  direction. 


Too  often,  international  trade  financing  can  leave  you  with  the  feeling  that  you're  lost  at  sea. 
That's  precisely  why  you  need  a  bank  with  the  experience  to  guide  you  in  the  right  direction. 

The  Bank  of  New  York  has  been  a  leader  in  financing  global  trade  for  well  over  tv/o  centuries. 
We  have  seasoned  personnel,  superior  electronic  capabilities  and  a  worldwide  network  of  offices  that  can 
provide  innovative  financing  and  guidance  for  your  international  trade  anywhere  in  the  world. 

Our  specialists  have  years  of  experience  in  dealing  with  all  major  government  and  private 
insurance  agencies.  In  fact.  The  Bank  of  New  York  is  a  leading  user  of  Foreign  Credit  Insurance 
Association  programs,  and  the  number  one  U.S.  bank  in  volume  of  Eximbank  transactions. 

What's  more,  our  vast  network  of  over  2,000  correspondent  banks  enables  us  to  assess 
and  respond  quickly  to  your  trade  finance  needs.  So  we  can  be  there  for  you.  No  matter  where  you 
happen  to  be.  n"TTT? 

That's  why,  when  you're  involved  in  international  trade,  it  makes  sense  to  1  ll  *^ 

involve  The  Bank  of  New  York.  For  more  information,  please  contact  Jeffrey  Lamia,  13  A  ^ 
Senior  Vice  President  at  (212)  63C  7603.  And  remember,  the  right  bank  can  make  DJr\l  > 
all  the  difference  in  the  world. 


©  1991  The  Bank  of  New  York  Member  FDIC  An  Equal  Opportunity  Lender 
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Instead  of  real  choice  between 
modes  of  transport  over 
medium-haul  distances,  the 
airlines  enjoy  a  virtual 
monopoly  and  treat  the 
regular  traveler  to  a 
succession  of  overpriced 
ordeals  and  a  series  of 
barefaced  lies  about  arrival 
and  departure  times. 


burden  of  suspicion  and  recrimination,  pointing 
fingers  and  publishing  lists  about  who  did  and 
who  did  not  collaborate  with  the  discredited 
regime,  that  makes  a  genuine  pluralism  so  diffi- 
cult to  accomplish.  While  dissidents  who  were 
once  united  in  their  anticommunism  bicker  over 
the  purity  of  their  credentials,  their  erstwhile 
persecutors  sit  back  and  enjoy  capitalism  at  its 
most  opportunistic.  Edward  Gierek,  one  of  the 
last  hardline  Polish  communist  leaders,  is  now  a 
millionaire  (in  dollars,  not  zlotys,  my  informant 
insisted)  from  sales  of  his  memoirs.  Out  of 
power,  he  is  incomparably  more  popular  than  in 
power.  (The  opposite  is  true  of  Lech  Walesa. )  At 
signing  sessions  the  lines  outside  the  bookstores 
stretched  round  the  block. 

It  is  impossible  to  be  in  Warsaw  and  not 
believe,  or  at  least  hope,  that  the  Poles  (and  for 
that  matter,  the  Czechs  and  the  Hungarians) 
will  make  it.  For  all  the  privations  and  desperate 
anxieties,  there  is  a  phenomenal  hunger  to 
succeed;  and  great  energy  and  determination  to 
work  at  it.  Not  everything  about  this  scene  is 
heroic.  The  "new  Poles"  point  to  the  pathetic 
"Russian  markets"  spread  out  on  the  cobble- 
stones by  itinerant  vendors  trying  to  sell  Yeltsin 
dolls,  carnations,  a  basket  of  cucumbers,  any- 
thing, as  their  new  underclass.  And  at  the  very 
bottom  of  the  heap,  lying  in  wretchedness  all 
around  the  streets  of  Cracow,  one  of  the  most 
spectacularly  beautifiil  cities  in  the  world,  are 
Romanian  beggars. 

Scene  Three 

Liverpool  Street  station 

I  rubbed  my  eyes,  as  they  say,  in  disbelief  The  taxi 
had  dropped  me  off  at  Liv- 
erpool Street  railway  station 
in  London,  a  place  I  had 
known  throughout  the  Six- 
ties   and    Seventies    as    a 
scruffy,  crumbling  rat  hole 
of  a  station  covered  in  soot 
and    grease    with    urinous 
smells  that  would  leap  out  at 
you   unpredictably  as  you 
walked  to  the  tracks,  and 
where    surly   ticket   takers 
would  punch  your  ticket  as 
if  they  hoped  the  clippers 
would    go   right    through 
your  hand. 
And  now  there  was  the  railroad's  answer  to 
Xanadu.  What  good  fairy  had  waved  a  wand? 
The  station  had  turned  into  a  palace,  and  I  was 
fairly  transported.  The  floors  were  some  sort  of 
polished  white  stone,  sparkling  clean.  The  great 
glazed  hemispherical  roof  was  clear  enough  to 
let  in  the  sunshine  of  a  London  spring,  and  the 
ribs  of  iron  girders  had  been  restored  to  their 


original  Victorian  polychrome  brilliance,  all 
Grenadier  Guard  scarlet  and  royal  blue.  Up 
from  the  entry  ramp  and  down  the  immense 
operatic  staircase  poured  tens  of  thousands  of 
travelers  with  expressions  on  their  faces  alto- 
gether different  (so  it  seemed  to  me)  from  the 
standard-issue  bilious  misery  that  usually  went 
with  ordeal  by" British  Rail.  And  even  if  the  day 
had  gond  badly,  on  their  way  to  the  tracks  they 
could  brighten  it  in  at  an  incredible  array  of 
stores  selling  everything  from  exotic  fruit  juices 
to  hand-milled  soap  to  15  varieties  of  Welsh 
cheese  (all  of  which,  to  those  Forbes  readers  not 
expert  in  the  Welsh  cheeses,  I  can  say  make  the 
French  equivalents  pale  by  comparison  for  sheer 
savor)'  voluptuousness). 

Not  everything  about  British  Rail  1992  is 
showplace  perfect.  A  few  days  before  at  another 
station,  Euston,  I  had  been  treated  to  a  more 
predictable  version  of  public  transport.  The  idea 
was  to  get  to  Manchester  by  high-speed  Inter- 
City  train.  But  after  20  minutes  waiting  in  the 
cars,  with  that  uncomplaining  British  resigna- 
tion I  have  definitely  lost,  passengers  were  treat- 
ed to  the  following  announcement.  "Good 
morning,  ladies  and  gentlemen,  welcome  to  the 
2:20  to  Manchester.  British  Rail  wishes  to  apol- 
ogize for  this  delay,  which  has  occurred  because 
.  .  .  er  .  .  .  there  is  no  engine."  "Bloody  hell," 
muttered  a  commuter  behind  me,  whose  British 
sangfroid  had  finally  turned  to  sang-chaud,  "last 
week  they  had  the  engine  but  forgot  the  driver." 

Only  in  England.  But  in  all  Europe,  travel  by 
rail  remains  phenomenally  successfi.il  and  popu- 
lar. The  French  system  SNCF  pioneered  the 
lightning  trains  that  can  now  get  passengers 
from  Paris  to  Lyons  or  Bordeaux  in  less  than 
three  hours.  In  the  most  densely  populated  areas 
like  the  Netherlands,  cities  are  supplied  with 
invariably  punctual  trains  every  20  minutes  or  so 
(perpetuating  the  tradition  of  the  old  passenger 
barges  of  the  17th-century  canals  with  their 
two-class  travel  and  dependable  timetables). 
Even  beleaguered  Poland  now  has  a  superb 
service  that  covers  the  distance  between  Warsaw 
and  Cracow  in  about  two  and  a  half  hours. 

By  contrast,  the  United  States  has  a  pathetic 
remnant  of  a  once  majestic  railroad  system, 
lumbering  along  on  ancient  track  and  with 
obsolescent  rolling  stock.  In  fact,  Amtrak  does 
the  best  job  it  can  with  absolutely  no  willingness 
on  the  part  of  its  national  government  (again, 
unlike  the  Europeans  or  the  Japanese)  to  invest 
in  the  technological  improvements  that  could 
make  it  competitive  with  the  airlines.  So  instead 
of  real  choice  between  modes  of  transport  over 
medium-haul  distances,  the  airlines  (who  never 
seem  capable  of  turning  a  profit)  enjoy  a  virtual 
monopoly  and  treat  the  regular  traveler  to  a 
succession  of  overpriced  ordeals:  filthy  food, 
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''King  George  IV  was  up  here, 

hack  in  1822. 

He  would  drink  nothing  hut  The  GlenUvet: 


J? 


what  is  a  single  malt  Scotch?  

A  single  malt  is  Scotch  the  way  it  was  originally:  one  single  whisky,  from  one  single 

distillery.  Not,  like  most  Scotch  today,  a  blend  of  many  whisfeies.  The  GlenUvet 

single  malt  Scotch  whisky  should  therefore  he  compared  to  a  chateau-bottled  wine. 

Blended  Scotch  is  more  like  a  mixture  of  wines  from  different  vineyards. 


-  Sandy  Milne, 
our  Resident  Sage. 


K 


Lis  Majesty  was  gracing 
Scotland  with  a  state  visit  at 
the  time.  He  brought  with 
him  a  powerful  thirst  for  The 
Glenlivet  single  malt  Scotch. 

As  his  host's  daughter,  Eliza- 
beth Grant,  recorded  in  her 
memoirs:  "Lord  Coryingham, 
the  Chamberlain,  was  looking 
everywhere  for  the  pure 
Glenlivet  whisky:  the  King 
drank  nothing  else." 

A  bottle  was  swiftly  brought 
up  from  the  cellar  and  pressed 
into  the  king's  hands.  "What  is 
not  recorded,"  says  our  own 
Sandy  Milne,  "is  whether  His 
Majesty  gave  anyone  else  a  sniff 
of  the  stuff." 


The  Glenlivet. 
The  Father  of  All  Scotch. 


©1992  Imported  by  The  Glenlivet  Distilling  Company,  NY.,  NY,  12-year-old  single  malt  Scotch  whisky.  Ale  43%  by  vol.  (86  proof)  The  Glenlivet  is  a  registered  trademark. 
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Everything  Hitachi  builds  -  from  the  largest 
jxjwer- Stat  ion  to  the  tiniest  microchip- is  aimed 
at  achieving  a  basic  goal.  J\  better  world  for 
succeeding  generations.  It  is  the  operating 
philosophy  behind  every  one  of  the  20,000 
products  made  by  our  500  manufacturing 
companies  around  the  world.  It  has  been  our 
commitment  for  the  past  80  years.  And  even 
more  important,  it  is  our  definition  of  the  future. 

HITACHI 
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Simon  Schama 


Negative  campaigning  is  now 
the  expected  norm  in  our  couch 
potato  democracy.  Its  working 
premise  assumes  that  the  People 
out  there  are  too  lazy, 
too  stupid  and  have  too  short 
an  attention  span  ever  to  pay 
heed  to  the  substantive  issues 
that  will  really  affect  them. 


unhealthy  air,  and  a  series  of  barefaced  hes  about 
arrival  and  departure  times. 
No  wonder  we  feel  so  lousy. 

Scene  Four 
The  hustings 

None  of  this  matters  beside  one  chilling  statistic 
more  truly  terrifying  even  than  the  monstrous 
scale  of  our  national  debt;  the  numbing  scale  of 
our  homicide  rate;  the  shaming  data  about 
rising  infant  mortality;  the  scary  return  of  tuber- 
culosis; the  relendess  march  of  AIDS;  the  appall- 
ing rates  of  adult  illiteracy;  the  clouding  of  our 
children's  minds  by  hour  upon  hour  of  televisual 
smog;  the  huge  vagrant  encampments  of  the 
homeless;  the  stupefying  divorce  rate.  No,  none 
of  this  should  scare  us  half  as  much  as  the  single 
damning  fact  that  barely  half  of  Americans 
entitled  to  vote  do  so. 

For  nothing,  as  Tocqueville  knew,  will  con- 
demn a  democracy,  first  to  impotence  then  to 
manipulation  and  finally  to  self-destrucdon, 
more  certainly  than  indif- 
ference. By  contrast,  for  ex- 
ample, there  was  a  77% 
turnout  for  the  British  gen-- 
eral  election  last  April.  But 
then,  British  elections,  with 
all  their  faults,  are  much  less 
the  prisoners  than  their 
American  counterparts  of 
the  opinion  polls,  the  me- 
dia-managers, the  handlers 
and  fiindraisers.  Television 
time  in  the  U.K.  is  allotted 
impartially  and  equally  be- 
tween the  parties,  not 
bought  by  the  deepest  pockets.  During  the 
three  weeks  of  their  campaign,  spending  by 
candidates  for  the  House  of  Parliament  is  limit- 
ed to  just  $15,000.  And  whatever  one  thinks  of 
the  result,  there  is  no  doubt  whatsoever  that  in 
the  last  British  campaign  no  major  issue  of 
serious  concern  to  the  electorate — from  Euro- 
pean policy  to  health  care  to  education  reform 
and  proportional  representation — failed  to  be 
directly  and  exhaustively  addressed  by  the  par- 
ties. The  Labor  Party  was  even  responsible 
enough  to  cost  its  proposed  programs  carefijlly 
and  spell  out  exactly  how  it  would  pay  for  them, 
not  that  this  candor  did  it  much  good. 

Perhaps  something  like  the  British  system 
would  never  work  in  our  continental  democra- 
cy. But  when  it  is  axiomatically  rejected  as  fit 
only  for  cottage  elections,  it  is  impossible  to 
avoid  the  suspicion  that  there  are  huge  indus- 
tries— political  consultancies,  professional  im- 
age-makers and  breakers;  fiand-drive  merchants; 
scandalmongers — all  of  whom  have  a  vested 
interest  in  perpetuating  the  trashy  status  quo 


and  who  would  still  feed  off  the  dying  carcass  of 
democracy  even  if  voting  rates  went  down  to 
10%  or  5%.  At  the  time  when  business  methods 
are  being  touted  as  just  the  thing  to  clean  up 
government,  it's  worth  noticing  that  it's  just 
because  politics  has  become  so  outrageously 
commercialized  that  it  now  has  the  moral  au- 
thority of  a  toxic  waste  dump. 
< 

Why  has  America  lost  faith  in  its  own  politics, 
rooted  as  they  are  in  a  Constitution  that  re- 
mains, for  all  its  imperfections,  the  noblest 
working  document  that  democracy  has  ever 
produced? 

The  first  reason  is  the  calamity  that  has  befall- 
en the  language  in  which  democracy  is  prac- 
ticed. You  need  only  listen  to  paid  political 
advertisements  or  the  miserable  travesties  of 
political  argument  announced  as  "Debates"  to 
agree  with  Orwell  that  democracy  lives  or  dies 
with  the  clarity  and  integrity  of  its  speech.  It  is 
no  accident  that  from  the  very  beginnings  of 
Western  culture,  the  learning  and  practice  of 
rhetoric  were  at  the  core  of  its  pedagogy,  and 
every  high  school  debate  team  carries  with  it  the 
presumption  of  the  moral  significance  of  elo- 
quence. It  is  not  simply  the  ornament  of  democ- 
racy. It  is  its  basic  working  tool,  the  agency  of 
explanation,  persuasion  and  trust  between  poli- 
ticians and  the  people. 

Such  an  optimal  description  bears  no  resem- 
blance, of  course,  to  the  wretched  mush  of 
banalities,  deceits  and  abuse  that  constitutes  the 
habitual  forms  of  political  language  in  this  coun- 
try. Negative  campaigning  is  now  the  expected 
norm  in  our  couch  potato  democracy.  Its  work- 
ing premise  assumes  that  the  People  out  there 
are  too  lazy,  too  stupid  and  have  too  short  an 
attention  span  ever  to  pay  heed  to  the  substan- 
tive issues  that  will  really  affect  them.  On  the 
other  hand,  playing  the  lowest  common  de- 
nominator, fear,  prurience,  hatred,  contempt, 
will  always  get  their  attention.  And  when  at  all 
possible,  use  couch  potato  references  as  a  substi- 
tute for  serious  argument,  since  fictitious  televi- 
sion characters  command  more  concern  and 
loyalty  than  live  ones.  Wheel  on  Murphy 
Brown's  baby. 

The  result  of  all  this  is  the  trivialization  of  the 
American  political  process  to  the  point  where  it 
has  become  a  grim  joke.  The  goal  of  campaigns, 
abetted  by  most  press  coverage,  has  been  to 
distract  the  voters  from,  not  concentrate  their 
minds  on,  the  issues  that  will  determine  their 
lives.  Give  them  sound  bites  and  photo-ops. 
Make  sure  that  whatever  happens  in  "debates" 
isn't  actually  debating,  but  a  formulaic  exchange 
of  predetermined  positions  and  utterances,  and 
then  present  it  as  though  it  were  a  sporting 
event,  with  commentaries  on  "winners"  and 
"losers."  Nothing  too  heavy,  man,  just  the  kind 
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Good  design 
is  the  dominance 
of  the  whole 
over  the  parts 
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Simon  Schama 


What  lies  ahead  is  not  some  sort 
of  imminent  apocalypse,  the  sud- 
den and  brutal  extinction  of 
power  of  the  kind  just  experi- 
enced by  the  Soviet  Union.  If 
American  power  dies,  it  will  be  a 
death  from  a  thousand  cuts,  all 
of  them  self-inflicted,  not  of 
wounds  from  an  outside  enemy. 


of  politics  that  can  be  effortlessly  consumed  with 
a  bag  of  Doritos  and  a  can  of  Miller  Lite. 

It's  not  Demosthenes  I'm  asking  for,  you 
understand,  not  even  Abraham  Lincoln 
(though  he  would  help),  just  somebody  who  has 
the  eloquence  to  restore  to  America  its  lost  sense 
of  a  shared  community.  Without  it  we  are 
doomed  to  the  rhetoric  of  division,  of  utterly 
alienated  and  separated  communities — black, 
white,  Asian,  Hispanic,  urban,  suburban,  Chris- 
tian, Jewish,  pro-choice,  pro-life,  all  against  all. 
Hardly  less  important  is  the  reinvention  of 
government.  Ronald  Reagan's  famous  dictum 
that  "government  is  not  the  answer,  it's  the 
problem"  powerfully  reinforced  an  old  notion 
in  America  that  regards  public  administration  as 
an  unclean  thing.  The  force  of  the  cliche  is  now 
so  strong  that  anyone  presuming  to  suggest  a 
litde  more,  rather  than  a  lot  less,  regulation,  has 
to  defend  himself  against  the  accusation  of 
proposing  socialism  by  the  back  door. 

The  country  is  faced,  nevertheless,  with  a  vast 
array  of  brutal  problems,  many  of  which  cry  out 
for  more,  not  less,  governmental  intervention. 
Public  health,  the  environ- 
ment, education,  relations 
between  local  and  central 
government  all  need  the 
kind  of  coherence  and  lead- 
ership that  an  activist  gov- 
ernment might  supply.  This 
is,  after  all,  the  nation  of 
Hamilton  as  well  as  Jeffer- 
son. Is  it  conceivable  that 
one  day  we  might  even  end 
up  with  a  President  who  was 
not  ashamed  to  point  out  to 
the  country  that  there 
might  actually  be  decent  and  pressing  purposes 
for  which  their  tax  money  might  be  spent? 

We  need  to  feel  better  about  our  government 
because  the  crises  we  face  are  so  urgent  and  so 
terrible.  Even  at  the  most  minimal  level,  govern- 
ment should  have  responsibility  for  the  physical 
protection  of  its  citizens.  But  for  decades  now 
governments,  intimidated  by  the  nra,  have  run 
away  from  the  single  statistic  that  provokes 
horrified  amazement  everywhere  else  in  the 
world:  the  presence  of  66  million  handguns  in 
the  population,  a  real  fetish  of  violence,  death 
and  revenge  celebrated  every  night  on  small  and 
big  screens.  And  nowhere  else  in  the  world  docs 
the  assumption  run  so  conventionally  unchal- 
lenged that  the  best  deterrent  for  murder  is 
capital  punishment,  a  premise  belied  by  the 
records  of  every  country  in  the  world,  where  its 
elimination  is  accompanied  by  homicide  rates  an 
infinitesimal  fraction  of  the  rising  tide  of  Ameri- 
can bloodshed. 

The  list  of  tasks  is  endless,  almost  overwhelm- 
ing. For  example,  how  about  a  decent  and 


ambitious  national  educational  curriculum  that 
does  away  with  the  mechanical  multiple-choice 
testing  turned  out  by  the  testing  organizations, 
themselves  more  interested  in  profit  than  educa- 
tion? And  despite  recent  attacks  on  pbs,  we  need 
more,  not  less,  federal  commitment  to  public 
broadcasting,  especially  in  the  shape  of  imagina- 
tive chil4ren's  programming  so  that  there  is 
sorrie  chance  of  rescuing  them  from  the  steady 
idiotization  (to  use  Carl  Bernstein's  term)  that 
comes  from  countiess  hours  of  being  deposited 
before  the  box  as  apprentice  couch  potatoes. 

Most  of  all,  though,  we  are  in  need  of  a 
government  that  is  not  ashamed  of  its  own  job 
description. 

It's  an  old  joke  in  our  family  that  the  Schamas 
have  an  uncanny  knack  for  following  collapsing 
empires.  A  century  and  a  half  ago  we  were 
subjects  of  the  Ottoman  Empire;  then,  as  that 
disintegrated,  took  ourselves  off  to  Habsburg 
Vienna;  thence,  in  my  parents'  generation,  to 
Edwardian  Britain.  And  here  I  am. 

Yet  there's  nowhere  I'd  rather  make  my 
home.  For  all  its  ills  and  sorrow  and  plagues  and 
vexations,  this  country'  still  has  phenomenal 
reserves  of  raw  energy,  creative  inventiveness, 
courageous  idealism  and  gritty  determination. 
Unlike  my  place  of  birth  on  the  other  side  of  the 
Atlantic,  it  is  not  a  culture  in  which  gcntie 
skepticism  really  thrives.  With  rare  exceptions 
like  Mark  Twain  and  H.L.  Mencken,  America 
has  usually  taken  its  sense  of  historical  destiny 
too  seriously  to  value  historical  irony,  at  least  in 
public  discourse.  Yet  outrageous  self- mockery  is 
one  of  the  things  America  does  best,  flaying  the 
sentimentality  that  makes  State  of  the  Union 
addresses  seem  as  though  they  were  composed 
from  greeting  cards. 

Time  and  time  again  throughout  their  histo- 
ry Americans  have  shown  an  amazing  capacity 
for  responding  to  the  threat  of  disaster  by 
rediscovering  their  sense  of  community.  What 
lies  ahead,  though,  is  not  some  sort  of  immi- 
nent apocalypse,  the  sudden  and  brutal  extinc- 
tion of  power  of  the  kind  just  experienced  by 
the  Soviet  Union.  If  American  power  dies,  it 
will  be  a  death  from  a  thousand  cuts,  all  of  them 
self-inflicted,  rather  than  any  kind  of  wound 
from  an  outside  enemy. 

Of  course,  there  is  always  the  possibility  that 
the  campaign  of  1992  may  be  seen  by  historians 
as  an  altogether  happier  watershed  in  American 
public  life:  the  moment  when  politics  was  liber- 
ated from  the  public  relations  men;  when  it 
recovered  enough  nerve  to  address  real  issues 
and  when,  at  long  last,  the  American  public  tired 
of  their  allotted  role  as  couch  potato  democrats 
and  bestirred  themselves  enough  to  want  the 
real  thing.  Perhaps. 

But  I  don't  feci  too  good  about  it.  ^ 
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Only  one  corporate  travel  payment  system 
can  keep  your  people  in  the  air  and  your  costs  on 
the  ground.  The  Air  Travel  Card  Payment 
System.  It  has  no  annual  fees,  no  interest 
charges  and  no  per-card  charges.  So  with 
the  Air  Travel  Card,  all  you  pay  for  is  air  travel. 

And,  because  it's  the  airlines'  pay  ^rient 
system,  it's  instantly  accepted  on  over  200  airlines 
worldwide  and  can  provide  your  company  with  a 
variety  of  billing  formats,  management  reports  — 


even  customized  billing.  Plus,  automatic 
insurance  every  time  you  use  it. 
For  more  information  on  how  to  keep 
your  people  up  and  your 
costs  down,  call  1-800- 
222-4688  (in  the  District 
of  Columbia,  call  626-4224). 

THE  SMARTEST  ROUTE^ 

Calll-800-222-4688,  Or  See  Your  Travel  Agent  or  Airline  Representative. 
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n  100  countries, 

business  turns  to  Unisys 

to  help  the  wheels  of 

business  turn. 


Some  people  believe  business 
makes  the  world  go  round.  But  who 
helps  business  go  round? 

For  thousands  of  companies 
and  governments  around  the  world, 
the  answer  is  Unisys. 

One  hundred  forty  airlines  rely 
on  Unisys  information  systems  for 
bookings,  departure  control,  and  flight 
operations. 

Over  80%  of  the  world's  largest 
banks,  including  nine  of  America's  top 
ten  and  every  one  of  Japan's  top  ten, 
count  on  our  systems  for  branch  auto- 
mation, check  processing,  funds  trans- 
fer, and  more. 

For  the  United  States  alone, 

01992  Unisys  Corporation 


our  systems  help  connect  85%  of  all 
phone  calls.  Telecommunications  com- 
panies across  the  globe  turn  to  us  for 
revenue-generating  enhanced  services. 

And  in  the  business  of  govern- 
ment, over  1,600  government  agencies 
worldwide  depend  on  Unisys  compu- 
ters for  domestic  and  international 
operations. 

There  is  a  term  for  all  this: 
mission  critical.  Solutions  without 
which  a  business  cannot  do  business. 
Sixty  thousand  customers  in  100  coun- 

UNiSYS 

We  make  it  happen. 


tries  recognize  Unisys  as  a  leader  at 
delivering  mission-critical  solutions. 
And  as  a  pioneer  at  delivering  them  on 
open  information  networks. 

Our  customers  choose  us  not 
only  for  the  strength  of  our  technology 
but  also  for  our  ability  to  apply  it 
through  a  careful  understanding  of 
their  industries.  And  whatever  their 
industries,  they  know  us  for  the  depth 
of  our  commitment  to  providing  the 
services  behind  the  systems. 

Now  it's  your  turn.  Call  us  at 
1-800-448-1424,  ext.  180.  Ask  how  the 
advanced  solutions  and  dedicated  peo- 
ple of  Unisys  can  help  your  business 
shift  into  a  higher  gear. 
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An 
awakened 


• 


conscience 


^^. . .  Americans  are  well  aware  of  the  improvident  manner 
in  which  debt  is  being  accumulated.  They  know  it  is  wrong 
as  well  as  foolish.  As  individuals  they  feel  powerless 
to  do  anything.  As  collective  voters  they  are  divided. 
So  the  wrong  is  not  righted.  The  folly  continues. 
They  are,  in  consequence,  profoundly  uneasy . .  /^ 


By  Paul  Johnson 


Paul  Johnson  has 
written  more  than  two 
dozen  works  of 
history,  including 
A  History  of  the 
Jews,  Modem  Times: 
The  World  from  the 
Twenties  to  the 
Biggies  and 
Intellectuals. 
His  awards  include 
the  Francis  Boyer 
Public  Policy 
Award  and  the  Krug 
Award  for  Excellence 
in  Literature.  He  is 
presently  at  work  on  a 
history  of  the 
American  people. 
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paradox  now  faces  the  United  States, 
one  that  is  glaringly  apparent  to  a 
regular  visitor  like  myself.  A  major- 
it)'  of  its  inhabitants  are  enjoying 
a  material  prosperity  unprece- 
dented in  history.  Yet  it  is 
nonetheless  riven  by  ferocious  self-doubt  and 
self-criticism,  and  even  by  a  sense  of  failure  and 
doom.  That  paradox  is  rooted  deep  in  American 
history.  For  the  Unified  States,  from  its  earliest 
origins  in  the  first  decade  of  the  17th  century, 
has  been  an  uneasy  blend  of  practicality  and 
utopianism,  created,  on  the  one  hand,  by  sensi- 
ble, moderate  men  of  the  world,  and  on  the 
other  by  extremists  and  fanatics,  who  saw  visions 
and  sought  to  realize  them  at  any  cost.  Satisfac- 
tion in  its  huge  material  achievements,  there- 
fore, has  always  been  undermined  by  a  nagging 
sense  that  the  Garden  of  Eden,  the  Godly 
kingdom  the  pioneers  and  pilgrims  set  out  to 
build,  has  somehow  eluded  their  progeny. 
Americans  tend  to  fix  their  gaze  not  on  what  has 
been  done,  but  on  what  has  been  left  undone. 


At  the  bottom  of  it  all  lies  a  particular  religious 
faith.  America  was  a  religious  creation.  The 
militant  English  Protestants  of  the  16th  century 
thought  of  the  English  as  "the  Chosen  People," 
the  New  Israel.  When  King  Charles  I  refused  to 
build  the  New  Jerusalem  in  England,  the  Puri- 
tans, and  other  religious  extremists,  decided  to 
create  it  in  the  Americas.  There,  a  new  elect 
would  arise  and  build  what  John  Winthrop 
termed  "a  City  upon  a  Hill,"  to  serve  as  a 
beacon  of  enlightenment  to  all  the  nations  of 
the  world. 

These  early  settlers  really  believed  in  their 
Godly  mission,  as  their  letters,  diaries  and  even 
their  legal  enactments  abundantly  testify.  The 
early  constitutional  documents,  such  as  the 
Mayflower  Compact  itself,  the  1639  Funda- 
mental Orders  of  Connecticut  and  the  1641 
Massachusetts  Body  of  Liberties,  are  redolent 
with  this  sense  of  divine  and  humanitarian  mis- 
sion, the  belief  that  what  was  being  designed 
would  be  unic]ue  in  moral  and  material  histor\'. 
They  were  even  more  ambitious  than  the  early 
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besyour 
full-cornrnissiQn 
broker  charge  you 
for  the  privilege 


IRA? 


Ifs  time  to  switch  to  the  No-Fee  IRA 

from  Charles  Schwab. 


You've  probably  noticed. 

Just  when  investors  need  reduced  costs  and 
increased  convenience,  full -commission  brokers  are 
coming  up  with  more  ways  to  charge  more  fees. 

ihere  are  full  commissions  for  trading,  fees  for  not 
trading,  and  annual  fees  of  up  to  $100. 


Schwab  Value  at  a  Glance 

Charles            Merrill          Shearson          Dean 
Schwab           Lynch           Lehman          Witter 

IRA  Annual  Fee 
(Assets  over  $10,000) 

None 

$35-100* 

$40 

$30 

Additional  Fees 
per  Transaction 

None 

$4.85 

$3.85 

$2.35 

Commission 
100  Shares®  $30 

$55 

$85 

$83 

$83 

Commission 
500Sliares@$20 

$110 

$238 

$246 

$230 

*Fee  is  2%  of  balance  with  a  minimum  of  $35  and  a  maximum  of  $100. 
tSurvey  conducted  by  Charles  Schwab  &  Co.,  Inc.  July  1992. 
Schwab  stock  transactions  subject  to  a  $39  minimum  commission. 


And,  of  course,  an  annual  fee  on  your  IRA. 

You  have  to  pay  this  fee  to  your  full -commission  broker  every  year  Year  after  year. 

1  hat's  precisely  why  we  developed  the  Schwab  No -Fee  IRA. 

JNow,  if  you  bring  your  IRA,  worth  more  than  $10,000,  to  Schwab  you'll  never  pay  an  annual  IRA  fee  again. 
Guaranteed.  For  the  rest  of  your  life. 


With  a  Schwab  No-Fee  IRA  you  can  invest  in  a  wide  range  of  securities  and  save  up  to  76% 

If  you  prefer  mutual  funds,  we  offer  over  600  from  well-known  fund  families. 

If  you  invest  with  safety  and  yield  ir^mind,  you  can  choose  from  CDs  and  GNMAs  to  Zero  Coupons. 


on  commissions.^ 


r  inally  no  matter  how  many  IRAs  you  have,  we've  made  it  easy  to  transfer 
them  all  to  Schwab.  Just  give  us  the  information  and  we'll  make  it  all  happen 
We  believe  you'll  agree. . .  It's  time  to  come  to  Schwab. 

Uf  course,  if  you  need  more  details  before  making  this  important 
move,  just  visit  your  local  Schwab  office  or  call  our  toll-free 
number  any  time,  any  day. 

1-800-442-5111  Ext.  301 

No-Fee  IR/V 


Charles  R.  Schwab 
Chairman 


Charles  Schwab  &  Co.,  Inc.  ©  1992  Member  SIPC/NYSE 


Charles  Schwab 

Helping  Investors  Help  Themselves" 


aa 

Paul  Johnson 


radicals  of  the  French  Revolution  in  1789  be- 
cause they  felt  that  their  foundation  was  not 
merely  of  secular  and  worldly  significance  but 
was  also  to  be  a  halfVvay  house  to  eternity^  and  the 
heavenh'  kingdom.  When  Thomas  Prince  wrote 
his  early- 18th-centur\'  histor\'  of  New  England, 
he  began  with  "Genesis,"  the  creation  story, 
believing  that  the  founding  of  America  opened 
the  culminating  phase  in  God's  divine  plan  for 
the  world.  The  Americans  had  taken  the  place  of 
the  Israelites  fleeing  "Egypt,"  that  is  Europe,  to 
settie  the  Promised  Land.  Even  a  severely  practi- 
cal man  like  Benjamin  Franklin  proposed  in  the 
1770s  that  the  seal  of  the  newly  created  United 
States  should  show  Moses  leading  the  children 
of  Israel  across  the  Red  Sea.  And,  amid  all  the 
horrors  of  the  Civil  War,  Abraham  Lincoln 
could  still  wryly  refer  to  the  Americans  as  "the 
almost-chosen  people." 

Those  who  settled  these  lands  in  the  early 
19th  century  could  scarcely  belie\'e  their  good 
fortune.  One  wrote:  "After  the  first  year,  1  never 
saw  any  scarcity'  of  provisions."  Another:  "No 
weeds  or  grass  sprang  up  on  such  ground  the 
first  year  and  the  corn  needed  no  attention  with 
plough  or  hoe.  Provisions  in  abundance  was  the 
rule."  In  1819,  fi-om  the  new  township  of 
Franklin,  the  Missouri  Intelli£iencer  offered  a 
spring  toast:  "Boon's  Lick — two  years  since,  a 
wilderness.  Now — rich  in  com  and  cattleV 

Moreover,  such  land  was  available  at  prices 
lower  than  at  any  other  time  in  history.  Land, 
which  in  Europe  had  to  be  fought  for  or  painfijl- 
ly  acquired,  piece  by  piece,  over  generations, 
was  available  in  the  United  States  even  to  the 
poor.  The  Land  Ordinance  of  1785  offered 
public  lands  to  farmers  in  640-acre  (one  square 
mile)  lots  at  a  dollar  an  acre.  The  lots  were  later 
reduced  in  size  to  facilitate  settiement  by  poorer 
men,  and  by  1800  a  man  could  buy  a  farm  for  as 
little  as  SI 00,  which,  wages  being  so  high,  he 
could  easily  save  in  two  years'  work  as  a  laborer. 
Under  diflferent  laws,  public  lands  varied  in  price 
from  $2  an  acre  to  as  little  as  12V2  cents,  and 
under  the  Homestead  Act  of  1862  and  the 
Timber  Culture  Act  of  1873,  a  citizen  got  160 
acres  absolutely  free  if  he  agreed  to  live  on  and 
cultivate  them.  A  peasant  from  Europe,  where 
he  and  his  progeny  could  never  hope  to  own 
anything  other  than  a  vegetable  patch,  could 
become  a  prosperous  freeholding  farmer  in  a 
decade  or  less.  Nothing  like  this  had  ever  hap- 
pened before — or  since.  It  gave  to  the  United 
States  a  sense  of  exaltation,  a  deep,  warm  feeling 
that  Divine  Providence  was  smiling  on  it  and  its 
people.  And  that  in  turn  raised  expectations  of 
still  more  bounty. 

There  was,  however,  a  serpent  in  this  Garden 
of  Eden:  a  necessary  serpent,  perhaps,  but  dead- 
ly nonetheless.  Debt.  Many  of  the  original 
setders  in  all  13  states  that  came  into  existence 
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WAR  OF  1812 

Impressment  of  an 
American  sailor  by  the  British 
early  19th  century. 
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Two  centuries  of  debt 


MEXICAN  WAR 

General  Winfjeld  Scott  enters 
Mexico  City,  1847. 


CIVIL  WAR 

Union  soldiers  in  trenches  before 
Petersburg,  Virginia,  1865. 


SPANISH-AMERICAN  W 

Theodore  Roosevelt  and 
the  Rough  Riders  atop 
San  Juan  Hill,  1898. 


Paul  Johnson 


before  the  Revolution  had  financed  their  pur- 
chases of  land  and  tools  by  debt.  For  a  poor  man 
to  acquire  debt  in  Europe  was  difficult,  usually 
impossible;  no  one  would  lend  him  money  as  he 
had  no  collateral.  In  America  it  was  easy,  be- 
cause he  had  the  security  of  his  labor  and,  above 
all,  a  limidess  future.  Land  purchase  by  debt, 
speculation  on  credit,  were  thus  written  into  the 
tide  deeds  of  the  new  nadon.  It  was  inevitable, 
and  it  was  fiiUy  justified  by  the  speed  at  which 
the  land  was  settled  and  debt,  in  most  cases, 
discharged.  But  acquiring  debt,  borrowing 
against  the  future,  became  a  national  character- 
istic: Indebtedness  was  not  only  not  shamefijl  it 
was  almost,  in  a  sense,  patriotic,  and  once 
independence  was  gained,  financial  institutions, 
above  all  a  plethora  of  banks,  came  into  being  to 
serve  this  marked  American  propensity. 

The  state  abetted  the  process.  The  Harrison 
Land  Law  of  1800,  for  instance,  sold  the  public 
320-acre  farms  but  required  only  a  quarter  of 
the  purchase  price  down.  The  rest  was  paid  out 
of  harvest  profits  over  four  years.  Much  of 
congressional  land  legislation  provided  for  cred- 
it— the  Desert  Land  Act  of  1877,  for  instance, 
offered  farms  in  huge  areas  of  the  West  for  as 
littie  as  25  cents  an  acre  down,  provided  only  the 
purchaser  promised  to  irrigate.  Congress  also 
encouraged  company  debt  by,  for  instance, 
providing  land  free  to  railroads  that  could  bor- 
row enough  money  from  the  banks  to  lay  down 
track.  America's  19th-century  pursuit  of  her 
"manifest  destiny,"  both  in  land  setdement  and 
in  the  communications  revolution  that  made  it 
possible,  was  essentially  launched  on  credit. 

Behind  this  willingness  to  shoulder  debt  was 
the  profoundly  felt  sense  of  America's  co- 
founders  that  Almighty  God  had  intended  it 
that  way:  that  Canaan,  God's  Country,  the 
Promised  Land,  had  been  given  to  the  Chosen 
People  to  be  enjoyed  in  the  here-and-now,  and 
that  it  was  permitted  to  go  into  the  red  provided 
only  that  each  member  of  the  elect  had  the 
industry  and  self-discipline  to  work  his  way  out 
of  it.  And  that  is  precisely  what  the  vast  majority 
always  did.  That  was  what  America  was  about. 
The  Declaration  of  Independence  laid  down 
what  no  other  political  document  in  the  whole 
of  history  had  yet  claimed,  that  men  were 
"endowed  by  their  Creator"  with  the  right  not 
only  to  "Life"  and  "Liberty"  but  the  pursuit  of 
Happiness.  By  this  last,  what  the  Founding 
Fathers  had  in  mind  was  the  acquisition,  by 
honest  effort,  of  property,  which  they  saw  as  the 
precondition  of  human  felicity.  Without  widely 
dispersed  property,  true  individual  indepen- 
dence, and  so  a  sound  Republic,  was  impossible. 
Hence  it  was  the  business  of  the  General  Gov- 
ernment, as  indeed  of  the  states,  each  in  its  way, 
to  create  the  conditions  for  this  process.  The 
Supreme  Court,  under  John  Marshall,  set  up  a 
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OF  THIS  HOUSE. 


ecently,  Fannie  Mae  commissioned  a        margin,  they'd  rather  own  than  take 


landmark  National  Housing  Survey  Over        a  better  job  in  a  city  where  they'd  have 
1,500  homeowners  and  renters  were        to  rent;  and  by  a  greater  than  two  to 


interviewed  by  Hart- 
Teeter  Research, 
and  the  results 
provide  a  very 
comprehensive 


overview  of  Americans' 

attitudes  about  homeownership.Q/hi 


one  margin,  they're 

willing  to  take  a 

second  job  if 

that's  what  it 


home. 


takes  to  buy  a 


hat  makes 


owning  a  home  so  desirable?  A  com- 


survey  shows  that  Americans  are  willing        bination  of  personal,  family  and  financial 
to  make  great  sacrifices  to  own  a  home.        security  In  spite  of  recent  publicity  about 


y  a  three  to  one  margin,  they'd  rather        falling  prices,  78%  of  those  responding 


own  a  home  than  retire  10  years  early;  by        think  owning  a  home  is  still  a  good  invest- 
a  four  to  one  margin,  they'd  rather  own        ment,  while  only  2%  consider  it  a  bad 


some  distance  from  work  than  rent  within 


easy  commuting  range;  by  a  four  to  one 
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one.  And  77%  think  their  home  would  sell 
today  for  more  than  they  paid  for  it. 


E  IMPDRTAHT  FIHIDINGS 
ABOUT  THIS  HOUSE. 


omeownership  is  valued  most  by 


"one  of  the  two  or  three  most  serious  prob- 

"(3^ Fannie  Mae, 


those  who  have  to  struggle  to  achieve        lems  facing  the  U.S 


it.  "Owning  your  own  home"  is  an  im-        we're  working  to  help  solve  that  problem. 


portant  goal  for  60% 


of  those  in  the 


owest  income 


We  purchase  loans 


from  a  nation- 


wide  network 


brackets,   but 

only  31%  of  those 

in  the  highest.  And  more 

African  Americans  and  Hispanics  list 

homeownership  as  a  primary  goal  than 


of  about  3,000 
lenders,  replenish- 
ing their  mortgage  funds 
so  they  can  lend  to  more  home  buyers 
in  their  communities. (3^f  you'd  like  a 
do  whites.  Unfortunately  despite  the  copy  of  our  survey  results,  or  if  you'd 
fact  that  America  has  one  of  the  highest  like  to  know  more  about  our  innovative 
homeownership  rates  in  the  world,  the  ways  of  making  housing  more  afford- 
dream  is  still  out  of  reach  for  too  many  able,  call  1-800-688-HOME  toll-free. 
By  a  three  to  one  margin,  people  identi- 
fied the  lack  of  affordable  housing  as        SHOWING  AMERICA  A  HEW  WAY  HOME. 
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In  the  late  1970s  a 
curious  thing  hap- 
pened. Without  an 
emergency,  without  a 
world  war,  without 
even  the  excuse  of  a 
severe  recession,  the 
national  debt  began 
to  rise  again,  first 
slowly,  then  more 
rapidly. 


property- based  structure  of  federal  law;  and 
much  of  the  politics  of  the  19th  century — 
President  Andrew  Jackson's  creation  of  the 
Democratic  Party,  for  instance — had  as  its  aim 
the  provision  of  cheap  credit  so  that  poor  men 
could  acquire  property,  the  key  to  happiness. 

But  if  America  set  its  sights  on  the  extremist 
vision  of  Utopia  on  earth  and  used  debt  to  get 
there,  it  was  also  carefLil  to  construct  a  federal 
framework,  within  which  individuals  pursued 
happiness,  designed  to  be  provident  and  frugal. 
As  I  say,  there  were  two  kinds  of  men  who 
created  America.  There  were  the  visionaries,  the 
extremists,  the  fanatics,  who  saw  America  in 
religious  terms,  who  executed  the  ungodly  and 
burned  witches  and  who,  by  preaching  the 
doctrine  of  the  Promised  Land,  raised  the  ex- 
pectations of  ordinary  Americans  to  the  heights. 
But  there  were  also  the  practical  men,  the 
moderates,  raised  in  the  tradition  of  the  English 

Parliament,  with   its   give-and-take, 

compromising  approach,  and  the  old 
Common  Law.  These  were  the  men 
who  put  together  the  nuts  and  bolts 
of  the  individual  states,  gave  them  law 
and  government  and  commerce,  and 
in  due  course  drafted  the  Constitu- 
tion and  implemented  it.  Men  like 
Richard  Henry  Lee,  John  Adams, 
Thomas  Jefferson,  Roger  Sherman 
and  Robert  Livingston — succeeded 
in  due  course  by  other  sensible  men 
like  Henry  Clay  and  Thomas  Hart 
Benton,  Martin  Van  Buren  and  De 
Witt  Clinton.  The  extremists  supplied 
the  vision,  but  it  was  the  moderates 
who  brought  it  into  existence. 

An  excellent  way  of  examining  the 
course  of  American  history,  as  it  de- 
velops under  the  impulse  of  the  ex- 
tremists and  the  guiding  hand  of  the  moderates, 
is  to  look  at  the  national  debt.  Pursuing  the  ideal 
of  independence  in  the  1770s — a  Utopian  vision 
as  it  must  then  have  seemed  to  many,  and 
dynamized  by  radical  views  of  human  rights — 
the  Founding  Fathers  not  only  created  the 
national  debt  but  led  the  new  nation  into  the 
worst  inflation  in  its  history:  By  1780  the  $240 
million  of  paper  "Continentals"  it  had  issued 
were  almost  worthless.  America  was  extricated 
from  this  mess  by  the  financial  genius  of  the 
archetype  practical,  moderate  statesman,  Alex- 
ander Hamilton,  the  first  Secretary  of  the  Trea- 
sury. His  ingenious  funding  plan,  based  as  it  had 
to  be  on  the  notion  that  the  federal  government 
must  be  frugal,  not  only  restored  America's 
credit  but  attracted  foreign  capital,  so  that  by 
1803  the  nation  had  no  trouble  borrowing  the 
money  to  finance  the  Louisiana  Purchase. 
Thereafter,  Washington,  run  for  the  most  part 
by  sensible  men,  kept  the  purse  strings  tight  to 


the  point  where  President  Jackson,  in  1835, 
while  pushing  for  individual  cheap  credit,  had 
reduced  the  debt — which  in  1 79 1 ,  when  Hamil- 
ton's plan  first  came  into  being,  stood  at  $75 
million,  or  40%  of  GNP — to  virtually  zero.  This 
satisfactory  state  of  affairs  has  never  been 
achieved  by  any  other  power,  before  or  since. 

Therea/ter,  the  debt  rose  in  accordance  with 
national  emergencies,  and  was  reduced  by  mod- 
erate, sensible  men  when  they  had  passed.  By 
the  end  of  the  Civil  War — a  bloody  and  vastly 
expensive  episode  made  inevitable  by  the  ex- 
tremist, fanatical  strain  in  American  life — it  had 
risen  to  over  $2.76  billion.  Twenty-eight  years 
later  it  had  been  reduced  to  only  a  third  of  that 
amount,  though  the  GNP  had  more  than  dou- 
bled in  the  meantime.  This  prudent  manage- 
ment continued.  The  debt  rose  to  $25  billion  at 
the  end  of  the  First  World  War,  and  was  then 
prudently  reduced  by  about  a  third  during  the 
prosperous  1920s.  As  a  result  of  the  Great 
Depression,  when  deficit  financing  became  in- 
evitable to  get  the  country  at  work  again,  it  rose 
once  more,  standing  at  $48  billion  in  1939. 
With  the  Second  World  War  it  rose  still  fiirther, 
this  time  astronomically,  to  $271  billion  by 
1946.  But  again  the  dictates  of  prudence  began 
to  operate.  Between  1946,  its  high  point,  and 
1975,  the  national  debt  was  reduced  by  more 
than  half  Expressed  in  terms  of  1991  dollars, 
the  debt  fell  from  $13,381  per  capita  at  the  end 
of  the  war  to  $6,349  per  capita  in  1975. 

That  was  satisfactory,  conforming  to  the  pat- 
tern of  200  years  of  sound  federal  government. 
But  then,  in  the  late  1970s,  a  curious  thing 
happened.  Without  an  emergency,  without  a 
world  war,  without  even  the  excuse  of  a  severe 
recession,  the  national  debt  began  to  rise  again, 
first  slowly,  then  more  rapidly.  By  the  end  of 
President  Reagan's  first  term  it  stood  (still  in 
1991  dollars)  at  over  $8,600  per  capita.  By  the 
end  of  his  second  term  it  was  nearly  $12,000  per 
capita,  well  on  its  way  to  the  post- World  War  II 
peak.  Since  then  it  has  reached  a  historic  high. 

Why  is  this.^  Why,  for  the  first  time  in  its 
independent  existence,  has  the  nation  aban- 
doned the  fundamental  prudence  with  which  it 
has  hitherto  conducted  its  financial  affairs?  A 
number  of  figures,  compiled  by  lames  Dale 
Davidson  and  William  Rees-Mogg  in  their  book 
The  Great  Reckoninjj,  show  the  deterioration,  at 
least  in  statistical  terms,  in  the  60  or  so  years 
since  1929,  when  the  nation  was  on  the  brink  of 
the  greatest  financial  crisis  in  its  history.  'I'hcsc 
figures  help  to  explain  the  deficit.  In  1929 
government  had  few  long-term  unfunded  liabil- 
ities: By  1990  it  had  $14  trillion.  In  1929 
government — federal,  state  and  local — was 
small,  employing  less  than  10%  of  the  work 
force.  By  the  1980s  it  was  enormous,  and 
employed  21.2%  of  the  work  force.  In   1929 
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Recently,  while  researching  the  habits  of  experienced 
international  travelers,  we  uncovered  an  interesting  fact. 

A  greater  portion  of  KLM  passengers  are  among  the 
most  experienced  international  passengers  than  those  of  any 
other  airline* 

That  would  be  an  interesting  coincidence— except 
the  evidence  suggests  that  more  than  coincidence  is  at  work. 

KLM's  network,  for  example,  is  as  far-reaching  as  the 
itineraries  of  frequent  fliers  who  fly  us.  It  includes  emerging 
business  centers  as  well  as  established  ones— over  150  cities 
in  77  couritries. 

And  KLM's  over  seven  decades  of  flying  makes  it  the 
most  experienced  airline  in  the  world.  Which  is  reassuring  to 


seasoned  travelers  who  prefer  their  airlines  similarly  seasoned. 

Not  surprisingly,  frequent  fliers  also  expect  certain  stan- 
dards in  service.  And  on  KLM,  passengers  enjoy  a  level  of 
service  so  superior,  over  50  other  airlines  choose  KLM  to 
train  their  own  crews. 

All  of  which  suggests  that  the  most  experienced  inter- 
national travelers  do  know  something  other  travelers  don't. 
Starting  with  our  telephone  number,  1-800-777-5553. 

For  reservations  or  information,  call  us.  Or  simply  call 
your  travel  agent  and  ask  to  fly  KLM,  the  _  _+_ 

airline  of  the  seasoned  traveler. 

TheReUableAirline  KLM 

Royal  Dutch  Airlines 


KLM  participates  in  5  major  frequent  flyer  programs:  Continental  OnePassr  Delta"^  Frequent  Flyer,  Northwest  WorldPerksf  United  MileagePlus*  and  USAir 

Frequent  Traveler.  •Source;  MRI  1990  DouWebase  Report.  ©  1990  Mediamark  Research,  Inc.  All  rights  reserved. 
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"The  Awakened 
Conscience" 
by  William 
Holman  Hunt 


transfer  payments  were  largely  confined  to  for- 
mer government  employees.  By  1990  they  em- 
braced a  huge  segment  of  the  nation.  Govern- 
ment involvement  in  every  aspect  of  national  life 
has  increased  almost  immeasurably. 

All  these  factors  explain  why,  although  in 
1989  government  took  36.8%  of  personal  in- 
comes in  taxes,  it  was  still  adding  massively  every 
year  to  its  enormous  debt.  That  meant  a  grow- 
ing proportion  of  its  revenues  were  devoted, 
year  by  year,  simply  to  senicing  the  debt,  and  in 
turn  (since  its  expenditures  were  not  substan- 
tially reduced)  that  meant  added  pressure  either 
to  raise  taxes  or  to  expand  the  deficit  and  so 
increase  the  debt  still  fiarther. 

Why  has  the  nation  got  itself  into  this  fix?  1 
suggest  that  the  underlying  reason  lies  in  the 
continuing  conflict  between  extremists  and 
moderates  in  American  society,  between  those 
seeking  to  build  Utopia  and  those  who  believe 
the  object  of  government  is  merely  to  create  an 
equitable  framework  in  which  industrious  men 
and  women  can  prosper.  The  extremist  Utopian 
elements  have  lost  the  ftindamentalist 
religious  impulse  that  was  their  origi- 
nal dynamic  in  the  1 7th  century'.  They 
have,  in  fact,  become  secularized. 
What  they  have  embraced  instead  is 
the  secularized  utopianism  of  the 
20th  century:  the  belief  that  society 
can  be  made  comfortable,  safe, 
healthy  and  secure  for  all,  irrespective 
of  merit  or  effort,  and  that  the  agency 
in  this  process  is  the  state.  This  secular 
Utopia  has  not  been  realized,  any 
more  than  the  religious-inspired  Zion 
of  the  Pilgrim  Fathers  was  realized. 
And  sensible  people  will  argue  that  it 
never  can  be.  But  the  continuing  ef- 
fort to  realize  it,  now  going  back  a 
whole  generation,  has  proved  enormously  and 
increasingly  expensive.  Religious  Utopias  in- 
volve burning  witches  and  forcing  children  to 
go  to  church  twice  or  even  thrice  on  Sunday;  but 
they  do  not  cost  money.  Secular  Utopias  cost  the 
earth. 

Moreover,  pursuing  the  secular  Utopia  has  led 
to  a  dangerous  malfijnction  in  the  practice  of  the 
separation  of  powers,  which  lies  at  the  heart  of 
the  U.S.  Constitution.  By  and  large,  the  secular 
Utopians  have  captured  Congress,  while  the 
moderates  have  continued  to  occupy  the  White 
House  and  so  the  agencies  of  government. 
High-spending  congressmen,  pursuing  aims 
that  by  their  nature  are  ultimately  unrealizable, 
have  proved  popular  with  voters  locally,  and  so 
have  acquired  strong  security  of  tenure.  That 
explains  the  continued  domination  of  Congress, 
especially  the  House,  by  Democrats.  And  that  in 
turn  means  that  it  has  proved  impossible  for 
federal  governments,  no  matter  how  deter- 


mined—and they  have  not  been  very  deter- 
mined— to  reduce  transfer  payments  and  other 
Utopian  elements  in  domestic  spending. 

At  the  same  time,  the  electorate  as  a  whole, 
voting  nationally,  has  expressed  its  concern  at 
the  country's  drift:  into  financial  profligacy  by 
sending  to  the  White  House  candidates  pledged 
to  do  something  about  it,  or  at  least  advocating 
programs  that  will  not  make  it  substantially 
worse.  In  practice,  this  has  led  to  dichotomy: 
Democratic  Congresses,  unwilling  to  cut  do- 
mestic spending,  and  Republican  administra- 
tions, unwilling  to  raise  taxes.  Thus  the  federal 
polit)'  of  the  United  States  is  under  the  conflict- 
ing control  of  both  extremists  and  moderates,  of 
Utopians  and  pragmatists,  both  blaming  the 
other  for  what  is,  at  bottom,  a  profoundly 
immoral  procedure — spending  money  by  bor- 
rowing against  the  fijture.  The  result  is  the 
deficit  and  the  mounting  debt. 

Now  this  public  debt  comes  on  top  of  a  huge 
\'olume  of  private  debt,  which  itself  is  increasing. 
As  I  have  argued,  the  United  States  was  created 
by  the  judicious  use  of  private  credit.  But  this 
was  balanced  by  a  strict  regimen  of  public 
probity.  That  has  now  been  abandoned,  and 
there  is  no  longer  a  balancing  factor.  All  is  debt, 
and  an  enormous  burden  is  being  shift:ed  onto 
the  shoulders  of  fijture  generations. 

My  belief  is  that  the  American  people,  as  an 
entit)',  have  a  strong,  deep-rooted  moral  sense, 
and  a  clear  view  of  what  is  right  and  wrong, 
especially  in  money  dealings.  In  some  respects, 
notably  in  regular  church  attendance,  they  are 
still  the  most  religious  people  on  earth.  For  that 
reason,  they  are  well  aware  of  the  improvident 
manner  in  which  debt  is  being  accumulated. 
They  know  it  is  wrong  as  well  as  foolish.  As 
individuals  they  feel  powerless  to  do  anything. 
As  collective  voters  they  are  divided.  So  the 
wrong  is  not  righted.  The  folly  continues.  They 
are,  in  consequence,  profoundly  uneasy.  Sur- 
rounded, as  most  of  them  seem  to  be,  by 
unprecedented  prosperity,  by  material  acquisi- 
tions no  earlier  generations  have  enjoyed  any- 
where, they  sense  there  is  something  false  and 
unsubstantial  in  the  glitter.  Hence  their  pettish 
mood,  which  often  takes  the  unreasonable  form 
of  sniping  and  bellyaching  in  the  midst  of  plenty . 

But  this  unreasonableness  may  in  the  end 
prove  a  blessing.  A  returning  sense  of  wrongdo- 
ing often  takes  irrational  forms  but  is  none  the 
less  welcome.  There  is  a  famous  Victorian  paint- 
ing showing  a  beautiful  woman,  who  is  "living 
in  sin,"  suddenly  profoundly  disturbed  by  the 
strains  of  a  tune  her  lover  is  picking  out  on  the 
piano,  which  recalls  her  childhood  innocence. 
The  work  is  called  "The  Awakened  C^on- 
science."  That  is  what  is  currently  inflicting  itself 
on  America — an  awakened  conscience — and  it 
may  be  die  first  step  towards  a  remedy.  Bl 
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A  promise  you'll  never  be  just  a  nunmer  witn  a  luncnbox. 


A  promise  to  remember  a  ^et-w^ell  card  never  paid  a  bospital  bill. 


A  promise  tbere'll  be,  sometbin^  to  sbow  lor  it  all  at  tbe  end  or  tbe  day. 


Nothing  binds  us  one  to  the  other  hke  a  promise  kept.  Nothing  divides  us  like  a  promise  broken.  At  MassMutual 
we  believe  in  keeping  our  promises.  That  way  all  the  lamilies  and  businesses  that  rely  on  us  can  keep  theirs. 


01992  Massachusetts  Mutual  Ufe  Insurance  Co..  Springfield  MA  01111. 


MassMutual 

we  nelp  you  keep  your  promises.* 


ONCE  YOU'VE  STAYED 
AT  THE  HOTEL  MILLENIUM, 
"SWIMMING  WITH  THE  SHARKS" 
TAKES  ON  A  WHOLE  NEW  MEANING. 


Let's  face  it.  Business  travel  and  stress  go 

together  as  naturally  as  bankers  and 

3-piece  suits.  But  you  do  it,  because  that's 

what  it  takes.  So  you  need  a  hotel  that 

plays  by  your  rules.  Well,  it's  here.  The 

Hotel  Millenium — the  first  business  hotel 

with  a  Wall  Street  address  and  a  Wall  Street 

philosophy:  nothing's  unreasonable, 

including  the  impossible.  A  fresh  shirt 

at  2  a.m.?  A  perfectly  grilled  steak  at  3? 

A  personal  computer  delivered  to  your 

room?  We  do  it  all.  Every  day  24  hours  a 

day  Because  we  know  we  can't  do  away 

with  the  stress  of  business.  But  we  can  arm 

you  with  every  executive  requirement. 

Including  serenity  For  reservations,  call 

(800)  835-2220  or  (212)  693-2001. 

55  Church  Street,  New  York,  NY  10007 
Across  from  the  World  Trade  Center 


THE        HOTEL 


MILLENIUM 

ITS  ABOUT  TIME. 


♦  75 


A  last  word 
from  a  poet 


How  NATURAL,  it  seemed  to 
the  editors  of  Forbes,  to 
ask  a  poet  to  have  the  last 
word  in  this  part  of  our 
75  th  anniversary  special 
section.  As  we  stand  here  in 
1992,  just  eight  years  short  of  the  beginning  of 
the  Third  Millennium  A.D.,  we  sense  through- 
out the  world  a  bewildering  juxtaposition  of 
material  progress  and  spiritual  discontent.  What 
does  it  mean,  this  angst.>  It  seemed  fitting  to  turn 
to  a  poet  for  an  opinion.  Poets,  after  all,  often 
grasp  great  truths  long  before  philosophers  or 
economists  or  scientists  become  aware  of  them. 
We  chose  the  American  poet  John  Ashbery, 
who,  some  think,  is  influencing  poetry  in  the 
English  language  in  the  last  third  of  this  century 
as  William  Butler  Yeats  did  in  the  first  third. 


Ashbery  is  not  an  "easy"  poet,  direct  and 
accessible  as,  say,  Edna  St.  Vincent  Millay  is  easy. 
He  is  intricate,  dense,  given  to  metaphors  that 
often  seem  to  require,  and  elude,  decoding.  He 
also  delights  in  the  everyday  language  of  adver- 
tising, of  street  talk,  of  old  nursery  rhymes.  The 
combination  can  be  extraordinary.  Comment- 
ing on  "Flow  Chart,"  a  very  long  (215  pages) 
Ashbery  lyric  published  last  year,  the  poet  and 
critic  Helen  Vendler  said:  "By  entering  into 
some  bizarrely  tuned  pitch  inside  myself  I  can 
find  myself  on  Ashbery's  wavelength,  where 
everything  at  the  symbolic  level  makes  sense. 
The  irritating  (and  seductive)  thing  about  this 
tuning  in  is  that  it  can't  be  willed,  I  can't  make  it 
happen  when  I  am  tired  or  impatient.  But  when 
the  frequencies  meet,  the  effect  on  me  is  Ash- 
bery's alone,  and  it  is  a  form  of  trance." 

Ashbery's  title  for  the  poem  that  follows  is 
taken,  of  course,  from  the  major  work  that 
brought  Oswald  Spengler,  the  German  philoso- 
pher, worldwide  fame  earlier  in  this  century. 
Spengler  maintained  that  every  culture  goes 
through  a  life  cycle  from  youth  through  maturi- 
ty and  old  age  to  death.  Western  culture,  he 
believed,  had  gone  through  the  same  cycle  and 
was  now  in  a  period  of  decline,  to  be  conquered 
by  "the  yellow  race."  Ashbery  here  has  applied 
his  "aflfable  skepticism"  (the  phrase  is  Vend- 
ler's)  to  Spengler's  dismal  theme.  ^H 

John  Ashbery 

at  home 

in  Hudson,  N.Y. 


I 


John  Ashbery  is  the 
author  of  15  volumes 
of  poetry,  including 
4  Wave,  Flow  Chart 
and  The  Skaters. 
He  received  the  Pulit- 
zer Prize  and  Na- 
tional Book  Award  for 
Self-Portrait  in  a 
Convex  Mirror. 
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The  decline  of  the  West 

0  Oswald,  O  Spenglcr,  this  is  very  sad  to  find! 
My  attic,  my  children 

Ignore  me  for  the  violet- banded  sky. 
There  are  no  clean  platters  in  the  cupboard 
and  the  milkman's  horse  tiptoes  by,  as  though 
afraid  to  wake  us. 

What!  Our  culture  in  its  dotage! 

Yet  this  ver)'  poem  refutes  it, 

springing  up  out  of  the  collective  unconscious 

like  a  weasel  through  a  grating. 

1  could  point  to  other  extremities,  both  on  land 
and  at  sea,  where  the  waves  will  gnash  your 

stark  theories 
like  a  person  eating  a  peanut.  Say,  though, 
that  we  are  not  exceptional, 
that,  like  the  curve  of  a  breast  above  a  bodice, 
our  parabolas  seek  and  find  the  light,  returning 
from  not  too  far  away.  Ditto  the  hours 
we've  squandered:  daisies,  coins  of  light. 

In  the  end  he  hammered  out 

what  it  was  not  wanted  that  we  should  know. 

For  that  we  should  be  grateful, 

and  for  that  patch  of  a  red  riding-hood 

caught  in  brambles  against  the  snow. 

His  book,  I  saw  it  somewhere  and  I  bought  it. 

I  never  read  it  for  it  seemed  too  long. 

His  theory  though,  I  fought  it 

though  it  spritzes  my  song, 

and  now  the  skateboard  stops 

impeccably.  We  are  where  we  exchanged 

positions.  O  who  could  taste  the  crust  of  this  love? 
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Nothwithstanding  all  the  bad-tempered  bitching  and 
suing  by  self-appointed  advocates  these  days,  race 
relations  have  made  tremendous  strides  in  the  U.S., 
our  society  is  more  open  to  immigrants  than  any  other, 
and  women  are  no  longer  second-class  citizens. 


We've  come  a 


longway... 
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Compiled  by  Michael  Schuman 

Poverty  being  tlie  cause  of  the  slum 
condition,  it  is  easy  to  find  its  results 
back  in  the  mountains.  The  soil  is 
sterile,  yielding  but  a  precarious  liveli- 
hood. Houses  must  be  small.  Fam- 
ilies must  be  large.  Ventilation  in  win- 
ter is  of  the  worst.  Drainage,  even  in 
mountain  country,  is  but  question- 
able. Food  is  scanty  and  ill-pre- 
pared. .  .  .  The  orchards  yield  hard  ci- 
der for  those  men  who  must  take  to 
alcoholism  as  a  relief 
— -from  The  Independent, 
Oct.  8,  1908,  on  rural  slums 

It  is  negation  canonized  as  the 
one  positive  virtue.  It  is  the 
prohibition  of  happiness. 
It  is  slavery  self-sought  and 
self-defended.  It  is  dullness  as  God. 
— Sinclair  Lewis  on  small  town  life, 
from  Main  Street,  1920 
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RIGHT: 

Labor  relations, 
1914:  Civilian 
militia  against 
striking  miners. 

BELOW: 

Poverty:  Children 
in  two-room  slum 
apartment. 
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Colorado  was  shaken  by  the  coal 
strike  of  1903-04.  It  is  a  matter  of 
undisputed  record  that  a  mercenary 
militia,  paid  openly  by  the  mine  oper- 
ators, crushed  this  strike  by  the  bold 
violation  of  every  known  constitu- 
tional right  that  the  citizen  was 
thought  to  possess.  Men  were  herded 
in  buUpens  like  catde,  homes  were 
shattered*^  the  writ  of  habeas  corpus 
suspended,  hundreds  were  loaded 
on  cars  and  dumped  into  the  desert 
without  food  or  water,  others  were 
driven  over  the  snow  of  the  moun- 
tain ranges  .  .  .  the  blacklist  gave 
6,000  miners  the  choice  between 
starvation  or  exile. 
— -from  a  congressional  hcarin£f, 
1915 


The  long  hours  of  toil  to  which  all 
bakers  are  subjected  produce  rheuma- 
tism, cramps  and  swollen  legs.  .  .  . 
Nearly  all  bakers  are  pale-faced  and  of 
more  delicate  health  than  the  work- 
ers of  other  crafts.  .  .  .  The  average 
age  of  a  baker  is  below  that  of  any 
other  workmen;  they  seldom  live  over 
their  fiftieth  year,  most  of  them  dy- 
ing between  the  ages  of  forty  and  fifty. 
— -from  Supreme  Court  Justice 
John  Harlan's  dissenting  opinion 
on  Lochner  v.  New  Tork,  1905 


I  don't  want  your  Rolls-Royce, 

mister; 
I  don't  want  your  pleasure  yacht; 
All  I  want  is  food  for  my  babies; 
Give  to  me  my  old  job  back. 
— -from  a  popular  song, 
I  Don't  Want  Your  Millions, 
Mister,  1932 
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ADVERTISEMENT 


Cation 


Leadership: 
What  does 
it  tal^e  to 
stay  at  the  top? 

CANON,  THE  LEADER  IN 

PLAIN  PAPER  FAX  since  1989,  is 
delighted  to  participate  in  the  cele- 
bration o{  Forbes  magazine's  75th 
anniversary.  At  Canon,  we  understand 
what  it  means  to  be  a  leader.  For  the 
past  three  years,  Canon  has  led  the 
field  in  plain  paper  fax  by  providing 
facsimile  machines  that  offer  superior 
value  and  performance.  Our  cus- 
tomers expect  excellence  from  Canon 
products,  just  as  Forbes  readers  expect 
excellence  when  they  pick  up  their 
latest  issue. 

Canon  has  worked  hard  to  achieve 
its  top  position  as  the  number  one 
producer  of  plain  paper  facsimile 


machines.  Our  lead- 
ership in  the  field  of 
business  communi- 
cations springs  from 
our  broad  range  of 
facsimile  products 
with  features  that 
help  business  people 
keep  pace  with 
today  s  competitive 
marketplace.  Canon  offers  a  full  line 
of  plain  paper  fax  machines  that  meet 
the  workplace  demands  of  all  kinds  of 
companies,  from  small  businesses  to 
large  corporations  that  need  net- 
working capabilities. 

One  of  the  most  significant  chal- 
lenges of  leadership  is  staying  power. 
Canon's  rise  to  the  top  of  the  plain 
paper  fax  industry  reaffirms  our 
pledge  to  constantly  update  and 
improve  our  products  in  order  to 
keep  pace  with  technology's  rapid 
advance.  Our  customers  have  high 
expectations,  and  as  we  move  toward 
the  21st  century.  Canon  looks  for- 
ward to  meeting  and  exceeding  those 
expectations.  We  believe  that  great 
achievement  with  an  eye  toward  an 
even  greater  future  is  the  mark  of  a 
proven  leader. 

From  one  leader  to  anodicr,  Canon 
Plain  Paper  FAX  proudly  salutes 
Forbes  on  its  75th  anniversary.  Here's 
to  75  more  years  of  achievementla 


J 
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1992  Canon  U.S.A.,  Inc. 


No  other  plain  paper  fax  can 
deliver  this  message. 

For  the  past  three  years,  Canon  has  been  |1  in  and  receiving  with  better  depth  and  clarity, 
plain  paper  fax.                      '  Canon  also  makes  it  easy  to  choose  your  fax. 

One  reason  is  the  complete  line  of  advanced  Call  us  for  a  Fax  Decision  Maker's  Kit  and  the 

/  facsimiles  you  can  choose  name  of  your  nearest  Canon  authorized  dealer 

' ^^ "  i  ^^^5^    ^^^^'  L^^^  ^^^  world's  smallest  at  1-800-OK-CANON.  Or,  let  us  fax  you  pro- 

.  o    /  -~--^^r^     desktop  digital  unit,  the  FAX-  duct  information.  What's  more,  there  are  no 

\M       ''®»»       L3300.  It  can  transmit  a  page  finance  charges  until  May  22, 1993,  when  you 

*^^""'*'>-~-.^     in  just  three  seconds.  Or,  there  purchase  a  Canon  Plain  Paper  FAX  with  the  Canon 

is  our  fuH-featured  Laser  Class™  700  Series  and  Credit  Card? 

economical  FAX-A501.  All  incorporate  Canon's  Clearly,  people  are  getting  the  message.  For 

exclusive  image  processing  technology  for  sending  plain  paper  fax.  Canon  delivers. 

m  /i  f      --^-0^  '-^-p  - ^T, 

M.X-.4502  FAX-L700  FAX-L775  FAXL785  FAX-L790  FAX-L3300 

Enjoy  easy  extended  payments  with  the  Canon  Credit  Card.  Ask  for  details 

at  participating  Canon  dealers.  Available  only  in  U.S.  ^^^pi^^ 

'Offer  expires  12/31/92  and  is  available  at  participating  authorized  Canon  FAX  dealers  Subject  to  credit  approval,  ^^f^^^  ^^^^  .^^^^^  ^^^k-^^^^A 

tjeginning  May  23. 1993.  for  all  qualifying  purchases  made  on  your  Canon  Credit  Card  rinanca  Chargas  will  ^V       ^  .^^^A^^T^I  ^&  ^^^^T^l 

accrueatthe  Annual  Parcantaga  Rata  of  up  to  1788%  with  a  minimum  monthly  RriancaCharga  of  50  cents  ^^L  ^^^^^  ^|  I  ^^  ^V   ^B  ^| 

for  any  month  in  which  a  RnancaCharga  is  due  Minimum  Monthly  Payments  are  required.  ^^^^^^^^^^A  ^1  ^1  ^^L.^    ^1  ^1 


A  long  way 


Internal  immigration,  1930s. 
Unable  to  cope  with  the  influx  from 
dust  bowl  farms,  California  stopped 
cars  at  its  state  border. 


No  winos  here: 
Able-bodied  unemployed 
men  in  soup  kitchen, 
1936. 


The  roads  of  the  West  and  Southwest 
teem  with  hungry  hitchhikers.  .  .  . 
I  saw  men,  women,  and  children 
walking  over  the  hard  roads.  .  .  . 
I  picked  up  a  family.  The  woman  was 
hugging  a  dead  chicken  under  a 
ragged  coat.  When  I  asked  her  where 
^he  had  procured  the  fowl,  first  she 
told  me  she  had  found  it  dead  in  the 
road,  and  then  added  in  grim  humor, 
"They  promised  me  a  chicken  in  the 
pot,  and  now  I  got  mine." 
—from  a  statement 
before  a  congressional  committee 
by  Oscar  Amerin£[er, 
editor  of  an  Oklahoma  City 
newspaper,  1932 

I  found  there  all  sorts  of  men,  many 
of  whom  had  once  been  as  good  as 
myself  and  just  as  blond -beasdy; 
sailormen,  soldiermen,  labormen, 
all  wrenched  and  distorted  and  twist- 
ed out  of  shape  by  toil  and  hardship 
and  accident,  and  cast  adrift  by  their 
masters  like  so  many  old  horses. 
— from  War  of  the  Classes, 
Jack  London,  1 905 

It  is  true  that  while  we  have  thou- 
sands of  unemployed  cotton  textile 
workers,  there  are  literally  hundreds 
of  thousands  of  beds  in  the  United 
States  that  have  no  sheets  and  that 
people  sleep  on  pieces  of  old  carpet 
placed  upon  bare  springs,  or  stretch 
burlap  out  upon  sawdust  and  lay  their 
babies  to  sleep  on  gunny  sacks  filled 
with  old  rags. 

— from  a  1934  radio  address 
by  Harry  Hopkins 

"Well,  I  guess  we'll  do  like  the  folks 

across  the  river  do." 
"How's  that?" 
"Do  without." 

— from  A  Southerner  Discovers  the 
South,  Jonathan  Daniels,  1938 
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Let  the  best  airiine  to  Africa 
talee  you  under  its  wing. 


If  you  appreciate  the  comforts  of  award- 
wiimmg  service,  fly  South  African 
Airways— the  airline  that  has  been 
voted  "BEST  AIRLINE  TO  AFRICA"  four 
yeans  running  by  the  readers  of  Eooecutive 
Traveller  in  the  U.K. 

Not  only  will  you  fly  in  the  most 
luxury,  but  also  in  the  least  time,  because 
only  SAA  goes  direct— now  with  four 
flights  a  week  from  JFK  overnight 


to  Johannesburg. 

As  an  incentive  to  go  (not  that  you 
need  one. .  .South  Africa's  got  it  all!)  avail 
of  our  special  Spouse  Fare  offer.  Now 
when  you  fly  Blue  Diamond  (First)  or 
Gold  (Business)  class,  you  can  bring  your 
other  half  for  only  half. 

For  details,  see  your  travel  agent  or 
give  us  a  call  at  1-800-722-9675  and  we'U 
wing  you  there  in  style. 


X 


SOUTH  AFRICAN  AIRWAYS 


♦  75 


A  long  way 

Someone  had  to  pick  the  cotton, 
someone  had  to  plant  the  corn, 

Someone  had  to  slave  and  be  able 
to  sing,  that's  why  darkies 
were  born. 

— -from  a  popular  sorig, 

That's  Why  Darkies  Are  Born,  1926 

We  especially  complain  against  the 
denial  of  equal  opportunities  to  us  in 
economic  life;  in  the  rural  districts 
of  the  South  this  amounts  to  peonage 
and  virtual  slavery;  all  over  the 
South  it  tends  to  crush  labor  and  small 
business  enterprises;  and  every- 
where American  prejudice,  helped 
often  by  iniquitous  laws,  is  making 
it  more  difficult  to  earn  a  decent  living. 
— -from  the  declaration  of  principles 
of  the  Niagara  Movement,  1905 

A  lad  whipped  with  branches  until 
his  back  was  ribboned  flesh;  a  Negress 
beaten  and  left  helpless  to  contract 
pneumonia  from  exposure  and  die; 
...  a  naturalized  foreigner 
flogged  until  his  back  was  a  pulp 
because  he  married  an  American 
woman;  a  Negro  lashed  until  he 
sold  his  land  to  a  white  man  for  a 
fraction  of  its  value. 
— -from  an  article  in  Current  History 
on  the  atrocities  committed 
by  the  Ku  Klux  Klan 

One  morning  .  .  .  the  boss  and  his 
son  drove  up  in  their  car.  A  frightened 
black  woman  sat  between  them. 
They  got  out  and  half  dragged  and 
half  kicked  the  woman  into  the 
store.  .  .  .  After  a  moment  or  two  I 
heard  shrill  screams  coming  from 
the  rear  room  of  the  store;  later  the 
woman  stumbled  out,  bleeding, 
crying,  holding  her  stomach,  her 
clothing  torn.  .  .  .  When  I  went  to 
the  rear  of  the  store.  .  .  .The  floor  was 
bloody,  strewn  with  wisps  of  hair 
and  clothing.  My  face  must  have  re- 
flected my  shock,  for  the  boss 
slapped  me  reassuringly  on  the  back. 

"Boy,  that's  what  we  do  to 
niggers  when  they  don't  pay  their 
bills,"  he  said. 
— -from  Black  Boy, 
Richard  Wright,  1937 


ABOVE: 

The  Harlem  Renaissance 
was  born  in  homes  like 
this  one,  1915. 

LEFT: 

Black  dignity: 

Ex-slave, 

photographed  by 

Dorothea  Lange, 

1937. 
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For  more  than  a  century  and  a  half,  Patek  PhiUppe  has  been  known  as 
the  finest  watch  in  the  world.  The  reason  is  very  simple,  h  is  made 
differently.  It  is  made  using  skills  and  techniques  that  others  have  lost 
or  forgotten.  It  is  made  with  attention  to  detail  very  few  people  would 
notice.  It  is  made,  we  have  to  admit,  with  a  total  disregard  for  time.  If 

a  particular  Patek  Philippe 
movement  requires  four 
years  of  continuous  work  to 
bring  to  absolute  perfection, 
we  will  take  four  years.  The 
result  will  be  a  watch  that 
is  unlike  any  other.  A  watch 
that  conveys  quality  from 
first  glance  and  first  touch. 
A  watch  with  a  distinction: 
generation  after  generation 
it  has  been  worn,  loved  and 
collected  by  those  who  are 
very  difficult  to  please; 
those  who  will  only  accept 
the  best.  For  the  day  that 
you  take  delivery  of  your 
Patek  Philippe,  you  will  have 
acquired  the  best.  A  watch  that 
tells  you  something  about 
yourself,  quietly  reflecting 
your  own  values.  A  watch 
that  was  made  to  be  treasured. 


PATEK  PHILIPPE 

GENEVE 


For  an  elegant  collector's  book  about  Patek  Philippe  illustrating  our  men's  and 

women's  watches,  send  $15  -  or  for  current  informative  brochures  please  write  to: 

Patek  Philippe,  One  Rockefeller  Plaza,  Suite  930  (F),  New  York,  NY  10020. 


♦  75 


A  long  way 


Imagine  a  long  line  of  skimpy  skirts 
tackling  an  election  booth — each  one 
having  to  stop  and  powder  her  nose, 
and  fix  her  hair,  and  adjust  her  belt, 
and  look  through  her  handbag,  and 
wonder  who  the  occupant  of  the  next 
booth  is  voting  for;  the  elections 
would  have  to  be  held  "the  first  two 
weeks  in  November." 
— -from  Puck, 
a  humor  magazine, 
on  women 's  suffrage 

Every  year  some  new  fashion 

comes  to  remind  us  that  woman 

is  still  a  savage. 

—Dr.  Max  Bajf, 

a  Massachusetts  scientist 


Peter,  Peter,  pumpkin  eater, 
Had  a  wife  and  tried  to  beat  her; 
But  his  wife  was  a  suffragette, 
And  Peter's  in  the  hospital  yet. 
— ^ow  Judge,  1912 

The  low-cut  gowns,  the  rolled  hose 
and  short  skirts  are  born  of  the  Devil 
and  his  angels,  and  are  carrying  the 
present  and  future  generations  to 
chaos  and  destruction. 
— statement  by  the  president  of  the 
University  of  Florida  on  chan£[in£[ 
women's  fashions  in  the  1920s 


Celebrating 

the  franchise: 

Women  casting 

their  first 

presidential 

vote, 

Nov.  2, 1920. 
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How  UniKd  flies  in  the  feice 
of  currency  fluctuation* 


United  now  flies  to  the  Far  East.  To  Osaka, 
Tokyo,  Singapore  and  more.  It's  a  fast-growing  mar- 
ket-already 20%  of  their  total  revenues. 

But  it's  also  a  fast-growing  source  of  financial 
risk— as  yen/dollar  exchange  rates  bounce  up  and 
down. 

Yen  futures  and  options  on  the  Chicago  Mer- 


Now,  United  can  also  trade  CME  contracts 
around  the  clock  via  the  GLOBEX*  trading  system 
-the  first  global  electronic  system  for  trading  futures 
and  options.  The  CME  lists  futures  and  options  on 
Yen,  Deutschemarks,  British  Pounds,  Swiss  Francs, 
Australian  and  Canadian  Dollars,  and  Mark/Yen. 

If  you  need  a  way  to  keep  your  yen  in  an  up- 
■m.  rightfand  locked  position,  consider  futures  and 


cantile  Exchange  give  United  a  300  million  dollar       ___    ^  ^ 

safety  belt.  So  turbulent  rates  won't  upset  profit  fs|§n  options  on  the  Chicago  Mercantile  Exchange. 

projections.  *W^r  We  help  smart  businesses  manage  risk. 

CHICAGO  MERCANTILE  EXCHANGE ' 

The  exchange  of  ideas? 

1-800-331-3332  (U.S.  toll  free)  1-312-930-2316  (Chicago)  071-920-0722  (London)  03-3595-2251  (Tokyo) 


'ti- 


Photograph,  courtesy  of  United  Airlines 
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®  1992  DIGITAL  EQUIPMENT  CORPORATION,  THE  DIGITAL  LOGO  ISA  TRADEMARK  OF  DIGITAL  EQUIPMENT  CORPORATION. 
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As  one  oF  the  world's  preeminent 
research  and  care  facilities  for 
childhood  cancer,  St.  Jude  Chil- 
dren's Research  Hospital  is  on 
the  front  line  in  the  battle 
against  this  devastating  disease. 
And  the  hospital's  most 
powerful  weapon,  it  has 
found,  is  information. 

"Our  goal  is  to  per- 
form the  type  of  research 
that  will  make  a  differ- 
ence in  the  battle,"  said 
Dennis  Givens,  Director 
of  Information  Systems. 

With  that  as  its  mis- 
sion, the  hospital's  abil- 
ity to  create  a  free  and 
efficient  flow  of  infor- 
mation is  all  the  more 
essential  to  its  purpose. 

"That  ability  helps 
us  recruit  and  retain 
top  researchers,"  Givens 
said.  "And  it  promotes 
the  exchange  of  research 
results  with  outside  col- 
leagues, w^hich  helps  us 
impact  patient- care 
worldwide." 

That  ability,  how- 
ever, was  not  always 
there.  As  Communica- 
tions Manager  Albert 
Herrington^  said:  "We 
wanted  to  build  an  environment 
where  systems  were  not  stumbling 
blocks  to  doing  research.  But  a 
lack  of  Integrated  computing 
resources  hampered  us. " 

"Compounding  the  problem 
is  the  fact  that  we  track  patients 


for  years,"  Givens  added.  "And 
each  one  has  hundreds  of  records 
generated  by  doctors,  biostatisti- 
cians,  psychologists,  pathologists, 
pharmacists,  the  list  goes  on." 

So  the  hospital  set  out  to 


HOSPITAL 


that  had  a  flexible  growth  plan. 
Given  all  this,  and  that  the 

selection    would    have    a    lasting 

impact  on  the  hospital's  viability, 

the  choice  w^as  clear. 

"Digital  kept  popping  up 
as  the  only  choice,  " 
Herrlngton  said. 
"Everything's  already 
there  -  the  applica- 
tions, the  scalability, 
the  ability  to  connect. 
You  decide  what  you 
want  to  do  and  then 
just  do  it." 

"Digital  is  a  solu- 
tions vendor,"  Givens 
said.  "They  recom- 
mended what  was  best 
for  our  specific  problems 
-  and  in  some  cases,  that 
even  meant  they  recom- 
mended   someone    else's 


TO  HELP  IT 


^fiVI 


MORE  THAN 

INFORMATION. 


find  a  computing  platform  that 
would  give  researchers  portabil- 
ity and  interoperability  across 
the  different  systems  already 
being  used  by  the  hospital  and 
its  collaborators.  One  that  was 
rich   in   applications.   And   one 


equipment. 


"Our  researchers 
can  now  access  infor- 
mation across  different 
systems  and  assemble 
documents  in  hours 
that  once  might  have 
taken  days,"  Herring- 
ton  concluded.  "Getting 
information  that  much 
faster  helps  them  and 
St.  Jude  rea'^h  their 
goal  that  much  faster." 

If  there's  a  goal  you're  in 
a  hurry  to  reach,  then  call 
1-800-DEC-INFO,  exten- 
sion 94,  or  your  Digital  rep- 
resentative 
soon. 


OPE 


ADVA 


T  A  G  E 


A  long  way 


A  man  could  run  his  hand  over  these 
piles  of  meat  and  sweep  off  handfuls  of 
the  dried  dung  of  rats.  These  rats  were 
nuisances,  and  the  packers  would  put 
poisoned  bread  out  for  them;  they 
would  die,  and  then  rats,  bread, 
and  meat  would  go  into  the  hoppers 
together. 

— -from  The  Jungle, 
Upton  Sinclair,  1906 

I  never  allow  my  cook  to  put  hash 
out  on  the  table,  'cause  you  can't  tell 
what  it's  made  of,  no  more'n 
sassidges.  There's  lots  of  dogs  and  cats 
disappear  in  New  York,  and  it  is 
pop'larly  supposed  that  they  commits 
suicide,  but  the  eatin'-house 
keepers  know  what  'comes  of 'em. 
— -from  Julius,  Horatio  Alger,  1870 

Saturday  supper  was  a  red  letter 
meal.  The  Nolans  had  fried  meat!  A 
loaf  of  stale  bread  was  made  into 
pulp  with  hot  water  and  mixed  with  a 
dime's  worth  of  chopped  meat  into 
which  an  onion  had  been  cleavered. 
Salt  and  a  penny's  worth  of  minced 
parsley  were  added  for  flavor.  This 
was  made  up  into  little  balls,  fried, 
and  served  with  hot  ketchup.  .  .  . 
They  lived  mostly  on  things  made 
from  stale  bread,  and  condensed  milk 
and  coffee,  onions  and  potatoes, 
and  always  the  penny's  worth  of 
something  bought  at  the  last  min- 
ute, added  for  fillip. 
— -from  A  Tree  Grows  In  Brooklyn, 
Betty  Smith,  1943 


Lunch  break: 
Armour 

packing  house, 
Chicago,  1905. 
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ForThose 
who  Seek 
Comfort 
Inltieir 
Surroundings, 
Especially 
The  shirt 
They  Wear 

Wherever  you  are,  you'll 
appreciate  the  comfort  of  Cross 
Creek's  Combed  Cotton,  Cotton 
Pique  and  Supima  Lisle  shirts. 
A  wealth  of  textures,  colors  and 
styles,  made  in  America  of  the 
finest  cottons  in  the  world. 

Cross  Creek  controls  every  phase 
of  a  shirt's  creation,  from  yarn 
spinning  to  the  finished  product. 
To  assure  that  each  shirt  is  expertly 
tailored  and  made  to  last. 

Cross  Creek  Shirts.  Because 
comfort  wears  well  on  everyone. 


Cross  Creek.  Since  1935. 
The  Experience  Shows.™ 


X  c  e  p  t  i  o  n  a 


'  Cross  Creek  Apparel  Inc   1992 


Qqi2^B, 


Redefining  Automation:  Old  world 


craftsmanship  in  partnership  with  new  world 


Solutions  for  the  stee)  industry 


innovation  allows  AEG  to  give  you  the  best 


of  both  worlds.  With  this  perspec- 


Modlcon  programmable  logic  controllers 


tive,  AEG  redefines  automation  with 


a  unifying  concept  we  call  Geamatics. 


Solutions  for  tfie  food/beverage  industry 


Geamatics  is  cost-effective  solutions  based  on 


Assembly  systems 


repeatable  results  in  specific  manufacturing 


and  process  industries.  It's  control  products, 


Solutions  for  the  automotive  industry 


automation  systems  and  software  that  deliver 


Solutions  for  the  paper  industry   \W 


new  levels  of  flexibility,  functionality  and 


compatibility.  And,  it's  wraparound 


Modcomp  real-time  computers 


service  -  from  concept  to  comple- 


tion and  beyond.  Call  (908)  231-8405  to  learn 


what  AEG's  partnership  can  do  for  your  plant. 


Solutions  for  the  petrochemical  industry 


AEG  Corporation. 


AEG 

Member  of  the  Daimler-Benz  Group 
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A  long  way 


I  Drought  in  the 
I  dust  bowl,  1930s. 
I  TheU.S.has 
t  come  a  long  way  in 

learning  to 

respect  the 

environment. 


Mean  streets, 
circa  1910. 
New  York's 
Orchard  Street, 
photographed  by 
Louis  W.  Hine. 


The  continental  soil,  the  center  of 
vitality,  is  visibly  and  rapidly  declin- 
ing. The  forest  cover  has  been 
stripped  and  burned  and  steadily 
shrinks.  The  natural  grass  cover  has 
been  torn  to  ribbons  by  steel  plows 
and  the  hooves  of  cattle  and  sheep. 
The  skin  of  America  has  been 
laid  open. 

— -from  Rich  Land,  Poor  Land, 
Stuart  Chase,  1936 

"Bubbly  Creek"  is  an  arm  of  the 
Chicago  River  ...  all  the  drainage  of 
the  square  mile  of  packing  houses 
empties  into  it,  so  that  it  is  really  a 
great  open  sewer  a  hundred  or  two 
feet  wide.  One  long  arm  of  it  is  blind, 
and  the  filth  stays  there  forever  and  a 
day.  .  .  .  Here  and  there  the  grease 
and  filth  have  caked  solid.  .  .  .  The 
packers  used  to  leave  the  creek  that 
way,  till  every  now  and  then  the 
surface  would  catch  on  fire  and  burn 
furiously. 
— from  The  Jungle,  Upton  Sinclair 

The  streets  remain  narrow  and  tor- 
tuous, the  houses,  dark  and  inconve- 
nient; the  pavement  is  broken  and 
buried  under  a  layer  of  thick  black 
mud,  the  air  stagnant  and  fetid. 
— -from  a  description  of  the 
New  York  City  business  district 
in  Impressions  of  America, 
Giuseppe  Giacosa,  1 908 
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On  Its  Astounding  Journey  Across  Many  Countries,  The 
Monarch  Lands  In  Thousands  Of  Places. 


Even  Alitalia  Doesn't  Land  In  So  Many  Destinations. 


Alitalia  is  a  participant  in  the 

mileage  programs  of 

Continental,  United  and  USAir. 


But  Alitalia  does  make  it  easy  for  you  to  fly 
to  Italy  and  then  to  115  cities  in  57  countries 

around  the  worid. 

To  all  of  Europe,  Africa,  the  Near,  Middle 

and  Far  East,  North  and  South  America  and 

Asia.  And  to  26  cities  in  Italy  itself. 

Nothing  But  Nonstops  And  Widebodies. 

Easy  because  Alitalia  flies  the  most  nonstops  and 

only  widebodies  from  New  York,  Boston, 

Miami,  Chicago  and  Los  Angeles  to  Rome  and  Milan. 

Exclusive  Business  Class  Terminal. 

Only  Alitalia  has  a  separate  terminal  in 

Rome  exclusively  for  business  class  travelers 

with  its  own  passport  control. 

Swift,  Stressless  Connections. 

Flying  from  the  US.  through  our  hub  terminal  in 

Rome,  you  can  make  hassle-free  connections 

to  Alitalia  locations  in  Italy  and  beyond 

with  through  check-in  and  no  customs  until  your 

final  destination. 

Let  Alitalia  take  you  to  Italy. 

To  the  world.  Gracefully  Gently  Beautifully. 

For  information  or  reservations,  call 

your  travel  agent  or  Alitalia  at  1-800-223-5730. 

/Ilitalia^ 

Alitalia   first.  The   rest  is   easy. 


A  long  way 


Five  cents  a  spot:  Rooming 
house  for  immigrant  workers, 
1889. 


Asians  not  welcome:  Congressional 
committee  scanning  Japanese  brides' 
passports  at  immigration  station. 


Most  of  the  alien  workmen  ...  are 
not  regular  members  of  the  social  or- 
der; they  are,  as  it  were,  outlaws.  As 
many  of  them  are  herded  together  in 
rooms  as  can  well  be  packed  therein 
without  regard  to  the  requirements  of 
decency  or  hygiene;  others  do  not 
occupy  rooms  at  all  but  find  shelter 
from  the  elements  in  outhouses.  .  .  . 
No  comfort,  no  cleanliness,  no 
light — the  atmosphere  is  sickening. 
— -from  Inner  Life  of  the 
United  States, 
Count  Vay  de  Vaya 
und  zu  Luskod,  1908 

If  you  don't  like  your  Uncle  Sammy, 
Then  go  back  to  your  home  o'er 

the  sea. 
To  the  land  from  where  you  came, 

whatever  be  its  name. 
But  don't  be  ungrateftil  to  me! 
—from  the  son0 
Don't  Bite  the  Hand 
That's  Feeding  You,  1915 

All  too  ofiien,  in  one  form  or  another, 
they  [immigrants]  bumped  up  against 
racial  or  general  anti-immigrant 
prejudice.  Old-stock  American  work- 
ers looked  askance  at  them.  Many  of 
them  lived  in  the  worst  sections  of 
their  cities  and  towns,  and  were 
called  Hunkies  or  Bohunks,  Dagoes 
or  Wops,  Polacks  or  Litvaks, 
Sheenies  or  Kikes.  They  were 
frequendy — and  unavoidably — 
discriminated  against. 
— from  a  1934  article  in  Harper's 
by  Louis  Adamic  ^ 
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To  Succeed  In  Business , 

You've  Got  To  Show  The  Competition 

Exactly  What  You're  Made  Of. 


.^^^fe: 


Skiving  prevents  bulkiness 
where  leather  overlaps. 


T 

Perforated  vamp 
lining  for  breathability. 


Full  leather 
'  linings. 


A  soft,  pliable 
leather  binding. 


%    %   %    %    \ 


Inverted  stitching 
for  a  smooth  seam. 


t./^ 


Moisture 

absorbent  cotton 

doubler. 


Calfskin 
leather  upper. 


Every  shoe  company  claims 

they  make  quaUty  shoes. 

But,  when  asked  to  support  their 

claims,  they  offer  only 

flowery 


prose, 

or  romantic  depictions  of 

old-world  craftsmanship. 

At  Allen-Edmonds, 

quality  is  an  easily  defensible 

position.  We  prefer  explaining 

exactly  how  our  shoes  are  made. 

And,  in  turn,  prove  to  our 
customers  that  Allen-Edmonds  are 
the  world's  finest 
shoes,  made 
right  here, 
in  America. 
'Our  suppliers 
'say  no  one  is  as 


Complete  support , 
from  360°  welting. 


Natural  cork  provides 
a  comfortable  footbed. 


discriminating  when  selecting 

leather  Every  shoe  is  created  on 

exclusively-designed  foot  molds, 

called  "lasts."  Only  the  finest 

natural  materials  are  used. 

•  ^  • 

The  welt — a  piece  of  leather 

holding  the  insole,  the  outsole  and 

shoe  upper  together — nms  a 

full  360°  around  the  sole. 

Other  shoes  utilize  a  180°  welt, 

or  no  welt  at  aU. 

Between  the  sole  and  insole,  we  put 
a  layer  of  natural  cork  for  added 

cushion.  Between  the  outer  leather 

and  lining,  a  cotton  flarmel 
doubler  helps  dissipate 
moisture. 


Finest-quality 
leather  insole. 


More  cushion 

^fromaleather 

heelbase. 


Allen-Edmonds  shoes  are  so  well 

crafted,  they  can  be  recrafted,  at  our 

factory,  a  number  of  times. 

To  extend  their  life  even  longer 


/ 


So,  next  time 
some  shoemaker 
begins  claiming 

quality,  look     M 
them  straight  in  ^ 
the  eye  and  ask  H 
for  facts.  You'll    ^ 
find  out  exactly    ^^ 
what  they're  made  of. 


b^°  w^^ 


^ 


American  made  Allen- 
Edmonds  shoes  are  available 
at  fine  stores  worldwide. 

'Men 
-Skionds 


Saks    F  i 


A  V  e  n  II  e 


Nordstrom 


Wallacli    s 


I        Foracatalogofourshoesandwhereyoucanpurchasethem,send$3.00.Allen-EdmondsShoeCorp.,Box998,Dept.261,Port  Washington,  W153074  USA        | 


1 


.^ 


*^>^^ 


^m^'. 


^i 


M^^ 
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^i*^ 


If  you  imagine  truck  ownership  as  a  pinball  game  in  which  every  problem  is  a 


bumper,  guess  what?  You're  the  ball. 

So  instead  of  getting  bounced  around  between  things  like  unstable  fuel  supplies, 
vehicle  administration  and  maintenance,  tougher  EPA  regulations  and  new  truck  tech- 
nology tilt  the  game  in  your  favor  with  a  Ryder  Full  Service  Lease. 


Ryder  tilts  the 

transportation  game 

in  your  favor. 


You'll  get  more  than  custom-specified  vehicles,  a  preventive  maintenance  program 
that  keeps  them  running  in  top  condition,  and  substitute  trucks  when  you  need  them. 
You'll-  get  the  competitive  edge,  because  you'll  have  better  control  over  getting  your 
products  into  your  customers'  hands  on  time. 

Call  Ryder  for  a  free  "Lease  Versus  Own  Analysis"  at  1-800-952-9515,  ext.  103.  After 
all,  your  company's  transportation  is  a  game  you  can't  afford  to  lose. 


1-800-952-9515 


©  1992  Ryder  "fruck  Rental,  Inc.  A  Ryder  System  Co.  Ryder  is  an  equal  opportunity  employer. 
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How  can  statistics  capture  the  difference  in  value 
between  a  four-day  train  trip  across  the  country 
and  a  five-hour  plane  ride?  They  can't— which  is  why 
the  numbers  understate  how  much  the  American 
standard  of  living  has  improved. 

A  convenience- 


of-li\ing 
index.^ 


By  Nina  Munk 


Purchasing  power  of  the  U.S.  dollar 


Annual  averages,  1917=$1  (ratio  scale) 


0.20 


0.10 
0.08  ^ 


When  the  first  issue  of  Forbes  (cover 
price,  15  cents)  rolled  off  the  press,  in 
1917,  a  nickel  bought  a  ride  on  the 
subway  and  three  pennies  covered  the 
cost  of  sending  a  first-class  letter.  A 
new  home  in  the  country  might  cost 
$5,000. 

But  don't  drool;  you  probably 
couldn't  have  afforded  the  country 
place.  Those  were  the  days  when  a 
factory  worker  averaged  about  37 
cents  an  hour  and  had  absolutely  no 
safety  net  in  the  form  of  Social  Securi- 
ty or  unemployment  insurance. 

By  comparing  wages  with  the  prices 
of  consumer  goods  and  services,  gov- 
ernment statistics  attempt  to  show 
.  how  much  the  country's  standard  of 
living  has  improved  over  the  years. 
The  figures  show  that  the  improve- 
ment has  been  dramatic,  since  that 
average  1917  factory  wage  would 
equal  just  $4  an  hour  today. 


The  dollar  has 
come  a  long  way 
down  in  the  past 
75  years — to  a 
value  of  9  cents. 
A  great  deal  of 
the  damage  was 
concentrated  in 
a  single  decade, 
the  1970s. 


•70  "80  '90  '92* 

Sources:  U.S.  Department  of  Labor:  Forbes 


Telephone  call  (three-minute,  coast-to-coast  daytime) 


Cost 


Labor 


1917 


$20.70 


56  hours 


1952 


$2.50 


1  hour  31  minutes 


1992 


75  cents 


4  minutes 
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Can  you  tell  which  fish  is  poisonous 
without  eating  it  first? 


Avoiding  dangerous  financial 
mistakes  requires  astute  analysis 
by  experts  who  understand  the 
economic  currents.   Over  the  past 
20  years,  HouHhan  Lokey  Howard 
&  Zukin  has  provided  financial 
advisory  and  investment  banking 


services  to  more  than  4000  clients, 
from  Wall  Street  to  Main  Street. 
For  advisors  w^ho  delve  beneath  the 


■iiiii 
■■■■I 


■lILl 


Houlihan  Lokey  Howard  &  Zukin 


surface,  call  (800)  788-5300. 
With  more  than  $100  billion  of 
transaction  experience  in  the 
Icist  five  years,  Houlihan  Lokey 
recognizes  both  the  hazards 
and  opportunities  in  today's 
treacherous  business  w^aters. 


Financial  Opinions  -  Fin/ 


lAL  Restructuring  -  Investment  Banking  -  Investment  Management 
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Cost  of  living 


But  these  statistics  don't  paint  the 
full  picture.  They  don't  show  the 
drudgery  of  living  in  1917.  Think  of 
the  hours  that  were  spent  pumping 
and  hauling  buckets  of  water  from  the 
well  to  the  house;  think  of  pneumonia 
before  antibiotics;  imagine  how  iso- 
lated people  were  before  radio  and 
television. 

In  1917,  two  years  after  the  Ameri- 
can Telephone  &  Telegraph  Co.  in- 
troduced coast-to-coast  calls,  an  aver- 
age factory  worker  in  New  York 
would  have  to  spend  more  than  a 
week's  pay  for  a  short  birthday  call  to 
his  mother  in  San  Francisco.  Chances 
are  he  didn't  have  a  phone  (less  than 
half  of  the  population  did).  To  make 
the  call  to  San  Francisco,  he  had  to 
track  down  a  pay  phone.  Today  that 
same  fellow  would  spend  about  four 
minutes  at  the  assembly  line  to  pay  for 
the  call. 

The  cost-of-living  statistics  record 


the  difference  in  telephone  tariffs. 
They  don't  capture  the  convenience 
of  direct  distance  dialing,  or  the  dif- 
ference between  an  icebox  and  an 
electric  refrigerator.  They  don't  at- 
tempt to  put  a  price  on  the  life  saved 
with  penicillin;  there  isn't  any  way  to 
do  that. 

It  takes  more  hours  of  labor  to  buy 
a  car  today  than  it  did  to  purchase  a 
Model  T  in  1917.  But  who  would 
trade  a  safe,  fast,  reliable  and  comfort- 
able modern  car  for  a  Model  T.>  Even 
that's  not  the  whole  stor^'.  Think  for  a 
moment  of  dirt  roads  and  frequent 
breakdowns. 

In  1917,  in  an  era  before  superhigh- 
ways, it  was  a  long,  bumpy,  dusty  ride 
from,  say,  Washington,  D.C.  to  New 
York  City.  The  1917  fli\^er  had  to  be 
started  with  a  hand  crank,  and  it  came 
with  solid  rubber  tires,  a  20hp  engine 
and  a  crude  manual  transmission. 

Despite    HoUy^vood- inspired    ro- 


mantic visions  of  train  travel  75  years 
ago,  the  real  thing  was  anything  but 
appealing  for  all  but  the  ver^'  rich.  The 
average  rail  passenger  in  1917  was 
forced  to  endure  a  poorly  ventilated 
coach  stuffed  with  tightly  packed 
bodies  and  suffocating  cigar  smoke.  If 
^the  window  opened  at  all,  it  was  only 
to  let  in  a  cloud  of  sooty  exhaust  from 
the  steam  locomotive. 

In  1917  a  single  dollar  purchased  a 
lot  of  groceries.  But  there  wasn't  a  lot 
of  vitamin  C  in  the  bag.  One  writer 
had  this  to  say  about  his  winter  diet: 
"We  never  thought  of  having  fresh 
fruit  or  green  vegetables  and  could 
not  have  got  them  if  we  had." 

Of  course,  you  could  also  make  a 
list  of  products  and  services  that  were 
better  in  1917  than  they  are  today: 
doctors'  house  calls,  sleigh  rides,  em- 
broider}'. If  someone  got  his  hands  on 
a  peach,  it  was  probably  from  a  tree 
not  too  far  away,  and  it  was  real. 


Ford  Model  T 


Ford  Crestline 


Ford  Taurus 


1917 

1952 

1992 

Cost 

$360 

$2,462 

$17,775 

Labor 

973  hours 

1,501  hours 

1,552  hours 

Newspaper  _ 
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1917 

1952 

1992 

Cost 

Icent 

5  cents 

35  cents 

Labor 

1  minute  37  seconds 

1  minute  50  seconds 

1  minute  50  seconds 
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A  Tail  Known  Throughout  The  Orient. 

On  Korean  Air,  the  dedication  to  comfort,  quality  and  convenience  goes  far  beyond  Seoul.  It 

extends  to  Singapore,  Jakarta,  Bangkok,  Manila,  Tokyo,  Hong  Kong,  and  Taipei.  Connect  with 
over  100  flights  a  ^veek  from  Seoul.  When  business  brings  you  to  the  Orient,  fly  Korean  Air. 
You'll  return  with  inspiring  stories  to  share.  For  flight  information,  call  1-800-438-5000. 


KSR£%NAIR 

Fly  the  Spirit  of  Dedication? 
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Cost  of  living 


Today's  peaches  are  made  out  of  mat- 
tress stuffing. 

Nostalgia  aside,  though,  quality- 
changes  over  the  years  are  almost 
always  for  the  better.  Women's  lives 
were  completely  altered  by  electricity. 
Irons  that  were  just  that,  a  6-  or  7- 
pound  wedge  of  iron,  live  today  only 


in  the  memories  of  great-grandmoth- 
ers. In  1917  women  carried  water  and 
hauled  wood  for  the  stove.  In  sum- 
mer, with  outside  temperatures 
reaching  95  degrees,  they  dripped 
with  perspiration  as  they  baked  bread 
and  preserved  jams  over  a  flaming 
stove  that  exhaled  black  smoke  and 


spewed  ashes  through  a  kitchen.  But 
don't  knock  that  stove.  It  was  proba- 
bly the  only  heat  in  the  house  during 
those  cold  winters. 

In  1917  electricity  was  still  some- 
thing of  a  novelty.  "Electricity  isn't 
mysterious  or  hard  to  get,"  promised 
an  October  1917  Western  Electric 


Subway  ride  (New  York  City) 


1917 

1952 

1992 

Cost 

5  cents 

10  cents 

$1.25 

L^bor 

8  minutes  6  seconds 

3  minutes  40  seconds 

6  minutes  33  seconds 

Housing  (median-price,  new  single-family  home) 


«^m% 

ft 

1917 

1952 

1992 

Cost 

$5,200 

$9,400 

$120,000 

Labor 

19,259  hours 

6,528  hours 

10,480  hours 

Hershey's  chocolate  bar 


1917 

1952 

1992 

Cost 

2  cents 

5  cents 

45  cents 

Labor 

3  minutes  15  seconds 

1  minute  50  seconds 

2  minutes  21  seconds 

222 


Forbes  ■  September  14,  1992 


.  INDIANAPOLIS      IXTAPA    ■  KANSAS  CITY       KAUAI       KYOTO  ■■  LOS  ANGELES  ■    MANILA       MANZANILLO      MAUI       MAZATLAN  ■    MEXICO  CITY  •    MONTERREY  ■    NEW  ORLEANS* 
Z 

0 

h 
1/1 

3 
0 
X 

!      If  The  Wall  Street 

0 

Journal  ^were  a  Kotel, 
it  ^woula  be  a  Wfestin. 


signed 


frequent  travelers  like        J^' 


you.  Every  service  we 
offer  is  geared  to  help  you  work  as  comfortably  and  efficiently 
on  the  road  as  you  do 


amenities  include 

computerd,  voice 

mail,  fidl-Azed 

dedkdffax  machines 

and  expredd 

checkout. 


back  at  the  office.  If 


there's  a  smarter  way  to  get  things  done,  you'll  find 


it  first  at  ^Qj  Westin.  For  reservations, 


<  ^  ■» 


call  your  travel  consultant  or  (800)  228-3000. 


Westin. 

Hotels  8<  Resorts 


WINNIPEG      WASHINGTON,  DC       VITCiRIA      VANCOUVER    .  VAIL    ■  TULSA  ■•  TUCSON  ■■  TORONTO  ■    TOKYO  ■■  TIKAL  ■■  TAIWAN  ■■  SINGAPORE  ••  SHANGHAI  ■■  SEOUL  ••  SEATTLE' 


We're  Transamerica.  Our  business  is 
financial  services  —  life  insurance, 
investments,  lending  and  leasing.  Our 
philosophy  is  to  concentrate  on  the 
things  we  do  best  and  to  try  to  do  them 
better  than  anyone  else.  So  when  you 
deal  with  a  Transamerica  company, 
you'll  get  the  right  product  at  the  right 
price  —  whether  it's  a  life  insurance 
policy,  a  home  equity  loan,  a  mutual  fund 
or  anything  else  we  offer.  That's  how  we 
look  at  things.  Remember  the  Pyramid 
for  the  best  in  financial  services.         i 
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Transamerica 


THE  POWER  OF  THE  PYRAMID  IS  WORKING  FOR  YOU.® 
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Cost  of  living 

Co.  advertisement.  "Running  the 
cream  separator  and  the  churn, 
pumping  the  tank  full  of  water,  turn- 
ing the  grindstone,  milking  by  hand, 
etc.,  are  tasks  that  belong  to  a  ma- 
chine— to  a  tireless  electric  motor." 

But  it  would  be  decades  before  the 
country  would  be  fully  electrified. 


Robert  Caro,  describing  farm  life  be-  . 
fore  refrigeration,  writes:  "Even  if 
[the  milk]  was  not  actually  spoiled, 
the  dairy  would  refuse  to  accept  it  if  its 
temperature  was  above  50  degrees 
Fahrenheit — and  when  the  truck  driv- 
er pulled  his  thermometer  out  of  the 
milk,  a  farmer,  seeing  the  red  lin^ 


above  50,  would  know  that  his  hours 
of  work  in  the  barn  in  the  dark  had 
been  for  nothing." 

A  day's  work  was  long  and  hard, 
and  not  just  for  farmers.  Americans 
didn't  discover  leisure  until  the  40- 
hour  workweek  became  standard.  In 
1926  Henry  Ford  announced  his  fac- 


Postage  (first-class  domestic  letter) 
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1917 


1952 


1992 


Movie  ticket  (nationwide  average) 


1917 


1952 


1992 


Radio 


1927 


1952 


1992 
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Ifyou 

think  insurance 
companies  are  all 

alik,  we'd  lik  to 
makeapdnt 


V 


'    There's  a  good  reason  why  Transamerica  Life  Companies  is  having  our  best  year  ever,  even  in  these 

uncertain  etonomic  times.  It's  because  we  continuously  evolve  our  products  to  meet  the  changing  needs 

of  today's  customers.  By  demanding  the  most  from  ourselves,  we've    "Tb  aisjc  AA/rpoTpA 

developed  some  of  the  most  innovative  programs  available.  Programs  j  yrri:  r^r^\  /tdaxttt^c 
jj.  r  ir  T-111  Llr-C  L>vJJVLl  AlNljLb 
designed  to  msure  your  nnancial  ruture,  even  durmg  the  hardest  times.    

Find  out  what  we  have  to  offer  you.  You'll  see  why,  the  economy    the  power  of  the  pyramid 

.  ,  J.  ,  ....  .  ,  IS  WORKING  FOR  YOU.® 

notwithstanding,  we  ve  stayed  in  rather  impressive  shape.  ©  1992 TransamencaL*  companies 
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tones  would  go  on  a  five-day  week; 
his  employees  would  have  two  full 
days  a  week  off.  That  was  so  revolu- 
tionaiy  a  concept  that  some  business 
people  predicted  it  would  bankrupt 
industr}^  Said  Ford,  with  more  wis- 
dom than  he  showed  on  some  other 
occasions:    "The    industry    of   this 


country  could  not  exist  if  factories 
generally  went  back  to  the  ten-hour 
day  because  people  would  not  have 
the  time  to  consume  the  goods 
produced." 

Ford  might  not  have  known  it,  but 
he  was  helping  make  Hollywood's 
moviemakers   rich.   With   a   shorter 


workday,  workers  began  spending 
more  time  at  the  movies  watching 
such  silent  classics  as  Ben  Hur  in 
1926.  Today's  two -hour  feature  shot 
in  Panavision  with  Dolby  Surround 
Sound  is  a  different  sort  of  experience. 
The  Consumer  Price  Index  picks  up 
the  prices;  it  doesn't  pick  up  the 


Forbes  (cover  price) 


m^ 


1917 


1952 


>NNU*L  MimJAl  FUND  SURVEY 


Forbes 

BEST 
BUYS 


h  U4.  TVtMT.  l—fc  hmL.  tB  f iif  m). 
halwcMl,  mm;  Mwfat,  tn-ftm,  Qlvk  Mm  mi 

MM^U*.  iMl  MMt  faidk.  Ta>  lip . ..  t^  mn. 


1992 


University  of  Virginia  (one  year,  in-state,  undergraduate  tuition  and  fees) 


1917 


1952 


1992 


Coca-Cola  (6.5-ounce  bottle) 
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sound  track. 

An  IBM  701  computer  of  1952 
rented  for  $15,000  a  month,  equiva- 
lent to  a  selling  price  of  perhaps 
$750,000  if  IBM  had  been  willing  to 
sell  back  then.  This  room-size  hunk  of 
vacuum  tubes  had  the  equivalent  of  9 
kilobytes  of  storage  and  weighed  over 


1  ton.  A  cheap  PC  today  has  80  mega- 
bytes of  storage,  weighs  litde  in  com- 
parison and  is  about  1,000  times 
more  powerful. 

So  these  aren't  just  Grandpa  and 
Grandma  stories.  A  postwar  baby 
boomer  growing  up  in  the  1950s 
never  dreamed  that  by  the  time  he  was 


in  his  40s  he  would  have  a  home 
computer  far  more  powerful  than  the 
IBM  mainframes  of  1952.  Or  that  he 
would  be  competing  with  his  kids  for 
a  chance  to  use  it. 

For  all  its  troubles,  this  country  has 

comq  a  long,  long  way  in  these  75 

^  years.  WM 


Computer 
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Funeral 


Penicillin 


1917 


1992 


Refrigeration  (cooling  power  of  100  pounds  of  ice) 


Wi  -^ 


1917 


1952 


1992 


Note:  Prices  are  for  closest  year  for  which  information  was  available.  Some  figures  are  Forbes  estimates. 
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f  At  Gerstenberger:  Ford  Designer 

"You  might  be  surprised  to  learn  who  builds  five  of  the  ten  best  selling  vehicles  in  America'.' 

i  At  Ford  Motor  Company,  when 
1^^  we  set  out  to  design  a  new  car 
or  truck,  we  never  forget  that 
your  opinion  is  the  most  im- 
portant  one.  So,  we  get  input 
from  customers  at  every  stage 
of  new  product  development  to 
I  ^  find  out  exactly  what  you're 


Buckle  up-Together  we  can  save  lives 
"Based  on  1991  Calendar  Year  sales  data 


looking  for.  That  may  be  why 
five  of  the  ten  best  selling  vehi- 
cles in  America  are  made  by 


Ford  Motor  CompanyTpl 


'  ^mi  > 


,^     -0' 


Ford  •  Lincoln  •  Mercury  •  Ford  Trucks 


Always  insist  on  genuine  Ford  Motor  Company.colljsjon  repair  parts, 
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Here's  how  a  hypothetical  $1,000  investment  in  each 
of  the  largest  firms  of  1917  would  have  fared.  We  excluded 
cash  dividends,  and  assumed  proceeds  from  cash  buyouts 
and  liquidations  were  reinvested  in  the  S&P  500. 

The  top  industrialis 
of 1917 

By  Peter  Newcomb 


Rank 

Company/current  name 

Return  on 
$1,000  invested 

Notes 

1 

Associated  Oil 

$807,176 

Based  on  Tidewater  Oil,  Getty  Oil  shares  received  in  1929, 1967  mergers.           ^^^ 

2 

RJ  Reynolds  Tobacco/R J R  Nabisco 

449,260 

Taken  private  1989. 

3 

General  Electric 

281,075 

Includes  distributions  of  Electric  Bond  &  Share,  RCA  and  Boise  Cascade. 

4 

Gulf  Oil 

248,880 

Includes  Texas  Gulf  Sulphur  distribution  1948.  Based  on  Chevron  shares. 

5 

Mexican  Petroleum 

233,602 

Acquired  by  Pan  American  Petroleum  and  Transport  1919. 

6 

Procter  &  Gamble 

209,824 

Initial  stock  price  based  on  1917  average. 

7 

El  du  Pont  de  Nemours 

172,935 

Includes  value  of  6  distributions  of  General  Motors  stock. 

8 

Standard  Oil  of  New  Jersey/Exxon 

162,955 

9 

Vacuum  Oil 

161,352 

Based  on  Mobil  Oil  shares  when  merged  with  Standard  Oil  of  New  York  1931. 

10 

Eastman  Kodak 

148,283 

11 

International  Paper 

136,553 

12 

Atlantic  Refining/Atlantic  Richfield 

130,171 

Name  changed  1966. 

13 

National  Biscuit/RJR  Nabisco 

127,167 

Investment  assumes  acceptance  of  1985  cash  offer  from  RJ  Reynolds. 

14 

General  Motors 

113,143 

Includes  value  of  distributions  of  Class  E  and  Class  H  shares. 

15 

Ford  Motor 

109,847 

Investment  based  on  values  ascertained  by  Dodge  brothers  buyout  1917. 

16 

Standard  Oil  of  Indiana/Amoco 

102,424 

Includes  distributions  of  Exxon;  name  changed  1985. 

17 

Ohio  Oil/Marathon 

94,246 

Name  changed  1962;  shares  bought  for  cash  by  US  Steel  1982. 

18 

American  Tobacco/American  Brands 

87,070 

Includes  Mobil  shares  received  1921;  name  changed  1969. 

19 

Sears,  Roebuck 

85,953 

20 

Aluminum  Co  of  America 

72,014 

Investment  started  1918;  includes  distributions  of  Alcan,  Niagara  Mohawk.          ^m 

21 

Union  Oil  of  California/Unocal 

71,355 

Includes  distribution  of  Union  Exploration  Partners  units  1985. 

22 

Deere  &  Co 

68,985 

Investment  started  1927. 

23 

American  Can/Primerica 

68,183 

Name  changed  1987. 

24 

Standard  Oil  of  California/Chevron 

66,070 

Name  changed  1984. 

25 

Utah  Copper 

63,003 

Kennecott  shares  received  in  1923  merger;  bought  by  Standard  Oil  of  Ohio  1981. 

26 

FW  Woolworth 

59,867 

27 

Union  Carbide  &  Carbon/Union  Carbide 

54,829 

Initial  stock  price  based  on  December  1917  average. 

28 

Cities  Service 

53,363 

Based  on  Occidental  Petroleum  preferred  shares  received  in  1982  merger. 

29 

US  Smelting  Refining  &  Mining 

52,207 

Assumes  cash  value  of  Alaska  Gold  distribution  1975;  company  liquidated  1979. 

30 

Corn  Products/CPC  International 

50,106 

Includes  Allied  Mills  stock  received  in  distribution  1936;  name  changed  1969. 

31 

National  Bank  of  Commerce 

50,071 

Based  on  Guaranty  Trust  shares  received  in  1929  merger. 

32 

Texas  Co/Texaco 

47,844 

Name  changed  1959. 

33 

Swift  &  Co 

47,369 

Based  on  Esmark  shares  when  merged  1973;  bought  by  Beatrice  Foods  1984. 

34 

International  Nickel/I nco 

41,281 

Based  on  Class  A  stock  when  common  stock  reclassified  1974. 

35 

Standard  Oil  of  New  York/Mobil 

39,147 

Name  changed  1966. 

36 

Westinghouse  Electric 

38,664 

RCA  stock  received  in  distribution;  bought  for  cash  by  GE  1986. 

37 

Kennecott  Copper 

38,267 

Received  cash  upon  1981  buyout  by  Standard  Oil  of  Ohio. 

38 

Magnolia  Petroleum 

36,962 

Investment  started  1918. 

39 

Pullman 

32,122 

Includes  distributions  of  Pullman  Transportation,  Henley  Group. 

40 

Pacific  Gas  &  Electric 

29,366 

232 
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DEWAR'S    SCOTLA 


At  the  Skeabost  House  Hotel 

there  are  no  TVs,  no  phones 

and  eight  miles  of  the  best  fishing  "  •** 

in  Scotland. 

So  who  needs  a  pot  of  gold? 

Taste  the  true  flavor  of  Scotland, 

'      Dewar's  "White  Label." 
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The  giants  of  1917 


Rank 

Company/current  name 

Return  on 
$1,000  invested 

41 

Guaranty  Trust 

$28,500 

42 

American  Car  &  Foundry/ACF  Industries 

27,861 

43 

National  Lead/NL  Industries 

25,640 

44 

Goodyear  Tire  &  Rubber 

24,442 

45 

Virginia  Carolina  Chemical 

22,993 

46 

General  Chemical 

22,629 

47 

Atchison,  Topeka  &  Santa  Fe  RR 

21,120 

48 

P  Lorillard 

21,120 

49 

American  Woolen 

21,009 

50 

United  Shoe  Machinery 

20,792 

51 

American  Sugar/Amstar 

18,608 

52 

Ohio  Cities  Gas/Pure  Oil 

17,187 

53 

Liggett  &  Myers 

16,832 

54 

United  Fruit/Chiquita  Brands 

15,895 

55 

Prairie  Oil  &  Gas 

15,550 

56 

Jones  &  Laughlin 

15,536 

57 

Atlantic  Gulf  &  West  Indies  SS  Lines 

15,512 

58 

Southern  California  Edison/SCEcorp 

15,472 

59 

Crucible  Steel 

14,570 

60 

Southern  Pacific 

14,460 

61 

American  Smelting  &  Refining/Asarco 

14,403 

62 

Lackawanna  Steel 

14,379 

63 

US  Rubber/Uniroyal 

13,906 

64 

Chile  Copper 

12,881 

65 

BF  Goodrich 

11,744 

66 

American  Telephone  &  Telegraph 

11,115 

67 

Greene  Cananea  Copper 

11,031 

68 

Youngstown  Sheet  &  Tube 

10,413 

69 

First  National  City  Bank  of  NY/Citicorp 

9,958 

70 

American  Agricultural  &  Chemical 

9,571 

71 

Armour  &  Co 

9,234 

72 

Northern  States  Power 

7,841 

73 

Phelps  Dodge 

7,427 

74 

American  Locomotive 

6,523 

75 

Cudahy 

5,838 

76 

International  Mercantile  Marine 

5,750 

77 

Pittsburgh  Coal 

5,711 

78 

Central  Leather 

5,466 

79 

WR  Grace 

4,919 

80 

Anaconda 

4,868 

81 

Singer 

4,657 

82 

Inland  Steel 

4,438 

83 

US  Steel/USX-US  Steel;  USX-Marathon 

3,776 

84 

Midvale  Steel  &  Ordnance 

3,352 

85 

Great  Northern  Iron  Ore  Properties 

2,519 

86 

Bethlehem  Steel 

2,297 

87 

Lehigh  Coal  &  Navigation 

2,216 

88 

Wilson  &  Co 

1,673 

89 

Cambria  Steel 

1,608 

90 

International  Harvester/Navistar  IntI 

1,056 

91 

Chase  National  Bank 

694 

92 

Baldwin  Locomotive  Works 

536 

93 

New  York  Central 

107 

94 

Pennsylvania  RR 

62 

95 

Republic  Steel 

29 

96 

Colorado  Fuel  &  Iron 

— 

97 

Consolidation  Coal 

— 

98 

Cuba  Cane  Sugar 

— 

99 

Studebaker 

— 

100 

Willys-Overland 

— 

'.in 
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Notes 


Based  on  Morgan  Guaranty  shares  in  1959  merger;  bought  by  JP  Morgan  1969. 

Name  changed  1954;  received  cash  upon  1984  leveraged  buyout. 

Name  changed  1971. 

Initial  stock  price  based  on  1917  average. 

Based  on  Mobil  Oil  shares  received  in  exchange  when  merged  1963. 

Original  investment  in  General  Chemical;  consolidated  to  form  Allied  Chemical  1920. 

Merged  into  Santa  Fe  Industries  1970,  Santa  Fe  Southern  Pacific  1983. 

Based  on  cash  value  of  warrants,  debentures  received  on  Loew's  merger  1968. 

Based  on  Textron  shares  received  when  merged  1955. 

Based  on  Emhart  shares  received  in  exchange  when  acquired  1976. 

Name  changed  1970;  bought  for  cash  by  Kohlberg  Kravis  Roberts  1984. 

Name  changed  1920;  merged  into  Unocal  1965. 

Received  cash  for  shares  when  bought  by  Grand  Metropolitan  1980. 

Based  on  United  Brands  stock  received  1970;  name  changed  1990. 

Based  on  Sinclair  Oil  shares  received  when  merged  with  Consolidated  Oil  1932. 

Investment  started  1933;  shares  bought  for  cash  1974  by  LTV. 

Based  on  1953  cash  value  of  liquidation  rights. 

Name  changed  in  merger  1988. 

Based  on  Colt  Industries  shares  received  in  exchange  when  merged  1968. 

Based  on  Santa  Fe  Southern  Pacific  shares  received  when  merged  1983. 

Name  changed  1975. 

Based  on  Bethlehem  Steel  stock  received  in  exchange  when  acquired  1922. 

Name  changed  1967;  taken  private  1985. 

Based  on  Anaconda  shares  received  in  exchange  when  acquired  1929. 

Based  on  shares  received  in  8  companies  on  1984  divestiture. 

Based  on  Anaconda  shares  received  in  exchange  when  acquired  1929. 

Price  based  on  1917  average;  bought  by  LTV  1978. 

Name  changed  1974. 

Based  on  Continental  Oil  preferred  shares  received  when  acquired  1963. 

Investment  started  1925;  merged  into  Greyhound  1970. 


Based  on  cash  value  of  1975  liquidation. 

Price  based  on  1917  average;  shares  bought  for  cash  by  General  Host  1972. 

Based  on  US  Lines  stock  received  in  exchange  when  acquired  1943. 

Based  on  shares  received  in  1966  liquidation. 

Based  on  cash  value  of  liquidation  rights  1953. 

Investment  started  1949. 

Based  on  Atlantic  Richfield  stock  received  in  exchange  when  acquired  1977. 

Investment  started  1913;  includes  shares  received  in  3  distributions. 

Name  changed  1986;  split  into  two  corporations  1991. 

Based  on  Bethlehem  Steel  and  Midvale  stock  received  when  acquired  1923. 

Price  based  on  December  1917  average. 

Liquidated  1969. 

Based  on  LTV  stock  received  in  exchange  when  acquired  1967. 

Price  based  on  1917  average;  based  on  Bethlehem  Steel  stock  received  1923. 

Price  based  on  December  1917  average;  name  changed  1986. 

Based  on  Chase  Manhattan  stock  received  in  exchange  when  acquired  1955. 
Based  on  Armour  &  Co  stock  received  in  exchange  when  acquired  1965. 
Based  on  Penn  Central  stock  received  in  exchange  when  acquired  1968. 
Based  on  Penn  Central  stock  received  in  exchange  when  acquired  1968. 
Based  on  LTV  stock  received  in  exchange  when  acquired  1984. 
Worthless  in  1935. 
Worthless  in  1932. 
Worthless  in  1930. 
Worthless  in  1935. 
Worthless  in  1936. 
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®  1991  Bankers  Trust  New  York  Corporation  and  its  affiliated  companies. 


You  have  to  leave  the  cozy  and  comfortable  if  you 
want  to  move  ahead. 

Make  an  acquisition,  build  a  plant,  tackle  a 
new  market.  Rewards  most  often  flow  from  risk. 

That's  where  Bankers  Trust  comes  in. 

Our  entire  firm  has  a  unique  single  focus: 
dealing  with  global  risk.  And  turning  it  to  your 
advantage. 

We  bring  all  our  merchant  banking  strengths 
to  bear  on  the  problems  of  risk.  Analytical  strength, 


to  evaluate  risk.  Intellectual  strength,  to  create  ideas 
that  make  risk  work  for  you,  not  against  you.  Market 
strength,  to  accomplish  everything  we  propose. 

And  the  financial  strength  to  keep  the 
commitments  we  make. 

So  take  the  risk  you  can  profit  by.  We'll  help 
you  deal  with  the  risk  you  can't.  When  Bankers 
Trust  is  beside  you,  risk  is  not  to  be  feared. 

DBankerslrust 

LEAD       FROM       STRENGTH. 
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Among  American  corporations,  life  at  the  top 
has  never  been  stable  or  comfortable. 
But  the  turbulence  seems  more  acute  now 
than  it  was  a  few  generations  ago. 
What  explains  this  shift? 

Shake-up 


By  Pablo  Galarza 

A  FIFTH  OF  THE  100  largest  U.S.  cor- 
porations of  1917  survive  today  on  a 
top  100  list.  General  Motors,  General 
Electric  and  Procter  &  Gamble  are 
still  there.  Central  Leather  and  Stude- 
baker  are  distant  memories.  One 
v^onders  whether  even  as  many  as  20 
of  today's  100  biggest  outfits  will 
survive  the  next  75  years.  Change,  it 
seems,  is  hitting  the  economy  faster 
and  more  fiiriously  than  it  used  to. 

In  these  two  pages  we  tabulate  the 
biggest  shifts  on  the  roster  of  the  100 
largest  corporations  ( by  market  value ) 
over  the  ten  years  from  1982  to  1992. 


Losers 

Rank 

Rank 

Company 

1982 

1992 

Aetna  Life  &  Casualty 

46 

164 

58 

408 

Amax 

96 

239 

Amerada  Hess 

69 

317 

Baker  International 

32 

159 

Caterpillar 

75 

191 

Deere  &  Co 

68 

275 

Dresser  Industries 

77 

224 

Fluor 

22 

279 

Halliburton 

82 

317 

Hughes  Tool 

100 

389 

Kerr-McGee 

80 

369 

Litton  Industries 

65 

NR 

NL  Industries 

72 

396 

Pennzoil 

6 

NR 

Shell  Oil 

36 

NR 

SmithKline  Beckman 

12 

NR 

Standard  Oil  of  Ohio 

26 

255 

Sun  Co 

49 

328 

Tandy 

60 

467 

Teledyne 

37 

163 

Tenneco 

48 

233 

Union  Carbide 

18 

160 

Union  Oil  of  California 

64 

NR 

US  Steel 

95 

NR 

Wang  Laboratories* 

on  Aug.  18.                                      Jlflj 

NR:  Not  ranked. 

*Filed  for  Chapter  1 

Even  in  this  short  time,  there's  a  lot  of 
turmoil  in  evidence.  Such  former 
heavyweights  as  Amax,  Caterpillar, 
Deere,  Litton  Industries  and  Union 
Carbide  drop  out  of  the  top  100 
rankings.  Companies  that  didn't  exist 
ten  years  ago  or  were  negligible  in  size 
replace  them:  Am  gen,  Home  Depot, 
Microsoft,  Novell  among  them. 

Some  of  these  dramatic  shifts  up 
and  down  result  from  mergers  and 
reorganizations.  Thus  the  breakup  of 
AT&T,  the  acquisition  of  Shell  Oil  and 
Standard  Oil  of  Ohio  by  their  foreign 
affiliates,  and  the  combination  of  me- 


Fallen  angels  of 
the  past  decade. 
In  1982  all  these 
companies  were 
ranked  among 
the  top  100 
corporations 
according  to 
market  value. 


dium-size  companies  into  gigantic 
ones  (Norfolk  Southern  and  Nations- 
Bank, for  example)  all  gave  rise  to  big 
shifts  in  the  rankings. 

But  in  other  cases  technological 
change  is  the  driving  force.  The  con- 
glomeration of  the  1980s  has  its 
<  counterpart  in  the  early  part  of  this 
century:  General  Motors  and  U.S. 
Steel,  for  example,  were  creatures  of 
takeover  artists.  But  it's  hard  to  find 
anything  like  an  Amgen  in  the  1920s. 
Here's  a  company  whose  industry, 
recombinant  genetic  drug  making, 
scarcely  existed  before  1980.  And 
Amgen,  as  of  the  date  we  used  for 
these  tables,  has  a  market  value  of 
$8; 3  billion. 

Herewith  the  companies  in  the  top 
100  on  the  Forbes  Market  Value  500 
that  moved  the  most  since  1982's  list 
and,  briefly,  why. 

LOSERS 

Aetna  Life  &  Casualty 

Property/casualty  cycle  turns  down; 
real  estate  portfolio  crumbles. 

Amax 

Disinflation  damps  commodities. 

Amerada  Hess  Corp. 

Oil  prices  collapse. 

Baker  International  Corp. 

Despite  merger  with  Hughes  Tool, 
chilled  by  end  of  oil  service  boom. 

Caterpillar 

Japanese  competition  and  recession 
cause  damage. 

Deere  &  Co. 

See  Caterpillar. 

Dresser  Industries 

Demand  drops  for  oil  field,  mining 
and  construction  equipment. 

Fluor 

Giant  power  plants  become  passe. 

Halliburton 

See  Baker  International. 

Hughes  Tool 

See  Halliburton. 

Kerr-McGee 

Oil  and  chemicals  both  hurting. 


236 


Forbes  ■  September  14,  1992 


I  Want  It  To  Taste  Like  Home 
And  Sound  Like  Heaven." 

"My  first  restaurant  is  famous  for  Bar-B-Q. 
My  second  one  will  have  the  finest  Blues. 
And  I'll  track  expenses  for  both  places  with 
the  Corporate  Card." 

As  your  company  grows,  the  benefits 
multiply.  We'll  itemize  and  categorize 
your  employees'  expenses,  and  when  you 
travel  you'll  save  at  least  10%  at 
participating  hotels.   Call  1-800-SUCCESS. 

Keep  on  doing  what  you  do  best  and  let 
the  Corporate  Card  do  the  rest. 

To  Your  Success 


♦  75 


Shake-up 

Litton  Industries 

Consumer  electronics  sold  off,  de- 
fense electronics  weak. 

NL  Industries 

Another  commodity  vendor. 

Pennzoil 

See  Amerada  Hess. 

Shell  Oil 

Acquired  by  Royal  Dutch  Petroleum. 

SmithKline  Beckman 

Merged  with  Beecham  Group,  then 
spun  off  Beckman  Industries'  stake. 

Standard  Oil  of  Ohio 

Acquired  by  British  Petroleum. 

Sun  Co. 

Spinoffs  and  energy  recession  shrink 
this  company. 

Tandy  Corp. 

Misses  the  boom  in  discount  consum- 
er electronics. 

Teledyne 

Spinoffs  shrink  it;  defense  cutbacks 
also  hurt. 


Winners 

Rank 
1992 

Rank 
1982 

Company 

■ 

39 

NR 

Ameritech 

85 

NR 

Amgen 

75 

NR 

Banc  One 

33 

NR 

Bell  Atlantic 

23 

NR 

BellSouth 

63 

446 

Berkshire  Hathaway 

90 

NR 

Federal  Home  Loan  Mortgage 

31 

473 

Federal  National  Mortgage  Association 

98 

NR 

Food  Lion 

g      45 

NR 

Home  Depot 

i 

47 

257 

Intel 

58 

NR 

Limited 

69 

NR 

Marion  Merrell  Dow 

95 

353 

May  Department  Stores 

20 

NR 

Microsoft 

56 

NR 

NationsBank 

^^m 

84 

NR 

Norfolk  Southern 

^^H 

78 

NR 

Novell 

43 

NR 

Nynex 

38 

NR 

Pacific  Telesis  Group 

88 

NR 

Rhone-Poulenc  Rorer 

50 

294 

Sara  Lee 

32 

NR 

Southwestern  Bell 

64 

411 

Toys  "R"  Us 

44 

NR 

U  S  West 

NR:  Not  ranked. 

Tenneco 

Sells  refineries. 

Union  Carbide 

Large  spinoffs  follow  raider  attacks. 

U.S.  Steel 

Acquires  Marathon  Oil,  then  splits  in 
two. 

Union  Oil  Co.  of  California 

Asset  sales,  weak  gas  prices  shrink  it. 

Wang  Laboratories 

Missed  the  PC  era. 

WINNERS 

AT&T  spinoffs 

The  seven  Baby  Bells  are  in  fact  quite 

old: 

Ameritech 

Bell  Adantic 

BellSouth 

Nynex 

Pacific  Telesis  Group 

Southwestern  Bell 

U  S  West 

Amgen 

Strikes  it  rich  with  blood  hormone. 


This  decade's 
upward  movers: 
Most  of  these 
companies  didn't 
qualify  for  the 
Forbes  Market 
Value  500 
in  1982. 


Banc  One  Corp. 

Wall  Street  loves  Banc  One's  acquisi- 
tion spree. 

Berkshire  Hathaway 

Warren  Buffett  buys  Coke  before  ev- 
eryone else  does. 

Federal  Home  Loan  Mortgage 

See  Fannie  Mae. 

Federal  National 
Mortgage  Association 

Falling  interest  rates,  a  surge  in  refi- 
nancings and  focusing  on  fees  cata- 
pult it  up  442  spaces  on  the  market 
value  rankings. 

Food  Lion 

Sells  groceries  without  frills — or 
unions. 

Home  Depot 

The  Wal-Mart  of  the  home  improve- 
ment industry. 

Intel  Corp. 

The  Japanese  haven't  figured  out  how 
to  beat  its  microprocessors. 

Limited 

One  man's  retailing  genius. 

Marion  Merrell  Dow 

Merger. 

May  Department  Stores 

Blossomed  after  1986  acquisition  of 
Associated  Dry  Goods. 

Microsoft  Corp. 

Owns  a  PC  operating  system. 

NationsBank  Corp. 

Acquisition  spree. 

Norfolk  Southern 

Merger. 

Novell 

Near- bankrupt,  then  became  king  of 
PC  networking. 

Rhone-Poulenc  Rorer 

Blends  French  money  and  U.S.  drugs. 

Sara  Lee  Corp. 

Wall  Street  learns  to  love  food  brands. 

Toys  "R"  Us 

A  specialty  retailing  classic.  Hi 


238 


Forbes  ■  September  14,  1992 


Special  Advertising  Supplement 

1 

i      1  M  1     N  1  :\v 

c  ()  i{  i»  ()  i{  A  1  i: 

M  A  1  L 

(:i:nti:i{       | 

' 

Upgrading  Mail 

Operations  to  Save 

Time  and  Money 


WM*;wft»,'5'a»'*-'-' 


mmmmmm 
wammmmmum 


A  Special  Report  to  Management  Created  in  Partnership  With  the 
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Upgrading  Mail  Operations  to  SaveTime  and  Money 


ompetition  in  today's  global  marketplace  is  prompting  executives  at 
America's  corporations  to  reexamine  every  aspect  of  the  way  they  do 
business.  With  a  renewed  focus  on  productivity  and  efficiency,  pur- 
chases of  new  equipment,  changes  in  operations  and  deviations  from 
established  management  practices  are  all  weighed  carefully  against 
return  on  investment. 


Mail-center  manager  and 
staff:  A  company's  mail 
distribution  system  can  be 
a  vital  tool  in  addressing 
the  competitive  market- 
place. Today's  technology 
has  elevated  the  mailroom 
manager  to  the  position  of 
an  essential  information 
officer. 


Converting  the  "Flow" 
to  Profit 

Today,  the  volume  of  all  kinds  of  mail  flowing 
fi-om  America's  corporations  and  institutions  is 
significant.  The  United  States  Postal  Service  is  the 
largest  delivery  service  in  the  v^^orld,  handling  40% 
of  the  world's  total  mail  volume.  More  than  550 
million  pieces  of  mail  pass  through  the  USPS  sys- 
tem every  day  of  the  year,  with  a  large  percentage 
—  94%  —  generated  by  corporate  America. 

How  are  companies  and  institutions  coping 
with  this  large  demand?  What  steps  are  they  taking 
to  "manage  the  flow?"  How  can  they  raise  their 
cost  efficiencies  and,  at  the  same  time,  ensure  that 


they  have  the  appropriate  tools  at  hand  to  properly 
administer  their  delivery  systems?  The  answer  lies 
in  establishing  solid  working  relationships  between 
decision-making  executives,  mail-center  managers 
and  the  U.S.  Postal  Service,  as  well  as  understand- 
ing new  mail-center  technologies  supported  by  the 
USPS. 

U.S.  Postal  Service  Vice  President  of  Market- 
ing and  Sales  Edward  E.  Horgan  Jr.  believes  that 
realizing  the  investment  benefits  in  buying,  leasing 
or  subcontracting  hardware  and  software  delivery 
systems  should  be  of  prime  consideration  for  those 
who  are  seeking  to  effectively  manage  their  mail- 
center  operations.  Moreover,  companies  and  insti- 
tutions that  can  familiarize  themselves  with  the 
many  and  diverse  support  systems 
and  technical  assistance  offered  by 
the  U.S.  Postal  Service  are  assured  of 
reaping  strong  economic  and  time- 
saving  benefits. 

Understanding  the 
Basics 

Let's  take  a  look  at  three  current 
technologies  in  point  —  presorting, 
ZIP+4®  and  barcoding: 

■  Presorting  is  the  simple  process 
of  packaging  mail  according  to  ZIP 
Code®,  gready  reducing  Postal 
Service  sorting  and  delivery  time. 

■  ZIP+4  is  the  addition  of  a  4-digit 
number  to  an  existing  ZIP  Code  on 
an  addressed  envelope.  This  simple 
code,  applied  by  the  sender,  pin- 
points postal  delivery  locations 
even  more  precisely  than  the  ZIP 
Code  alone,  further  reducing  sort- 
ing time  and  speeding  the  flow  of 
mail  to  the  recipient. 


Illustration  On  Page  I ;  Leo  Monahan/The  Image  Uank 


How  THE  U.S.  Postal  Service  Taught 

The  Tightwad  Gazette  aThing  or  Two 

About  Pinching  Pennies. 


If  you  want  to  know  about  recycling  vacuum 
cleaner  bags  or  making  paper  out  of  dryer  lint,  talk  to 
Jim  and  Amy  Dacyczyn,  publishers  of  TheTightwad 
Gazette. The  Dacyczyns  have  turned  the  art  of  thrift 
into  a  profitable  business  with  over  100,000  subscrib- 
ers. As  their  mailing  list  grew,  so  did  their  need  for 
more  cost-effective  mailing.  They  decided  to  consult 
their  Post  Office. 
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MR.  JOSEPH  H.  PRATTS 

56  WALNUT  PLACE 

BRIARCLIFF  MANOR  NY  10510-2629 


Postal  Account  Representative  Claire  Breton 
told  them  how  to  print  addresses  and  barcodes  directly 


onto  their  newsletters  and  about  software  that  auto- 
matically verifies  addresses.  Not  only  did  they  save 
hundreds  of  work-hours,  but  their  mail  could  then 
be  processed  through  the  Postal  Service's  automated 
equipment,  saving  them  over  $  1 2,000  annually. 
"Saving  money  just  reinforces  the  way  we  believe 
in  doing  things."  Take  it  from  a  man  who  recom- 
mends reusing  coffee  filters. 

For  more  information  on  how  your  mail  can 
qualify  for  discounts,  call  1-800-843-8777,  Ext.  500. 
After  all,  the  Dacyczyns     "^    '  '^ 

aren'tthe  only  ones 
who  can  tell  you  how 
to  pinch  pennies. 


WE      DELIVER 
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Multiline 
optical 
character 
reader 


m  Barcoding —  those  ubiquitous  black  vertical 
bars  you  sometimes  see  on  the  address  side  of  an 
envelope  —  is  a  further  aid  to  mail  delivery.  The 
barcodes,  which  are  computerized  translations 
of  the  9-digit  ZIP+4  codes,  are  automatically 
scanned  by  the  Post  Office,  reducing  labor  and 
delivery  time  even  further. 

Since  the  employment  of  one  or  more  of 
these  systems  saves  the  Postal  Service  both  time 
and  money,  these 
economies  are  passed 
directly  back  to  the  cus- 
tomer in  the  form  of 
mailing  discount- 
incentives. 

Presorting 
reduces  the  cost  of  a 
first-class  letter  fi-om 
29  cents  to  24.8 
cents.  With  the 
addition  of  ZIP-l-4, 
the  per-piece  cost 
is  further  reduced 
to  23.9  cents. 
And,  with  the  uti- 
lization of  bar- 
coding,  first- 
class  letters  are 
charged  at  the 
lowest  rate,  23.3  cents. 
There  is  no  doubt  that  for  established 
corporations  and  growing  companies  alike,  a  well- 
integrated  mail-center  operation  can  generate  sav- 
ings that  add  to  the  bottom  line.  For  companies 
and  institutions  that  are  currendy  employing  these 
systems,  the  mail  operation  savings  are  proving  to 
be  sizeable.  For  those  who  haven't  yet  explored  the 
options,  the  question  should  simply  be,  "How  do  I 
start?" 

Management   Drives   the 
Decision-Making  Process 

Although  the  focus  of  postal  savings  is  the  compa- 
ny mailroom,  the  "driver"  is  top  management. 
Basically,  there  are  three  reasons  to  automate  the 
mail  operation  and  all  three  come  under  the 
purview  of  management: 

1.  Fj>iancia/—ta:4eliver. measurable  cost 

savings  '■■• 

2.  Performance —  to  generate  production 
efficiencies 

3.  Image —  to  gain  positive  customer 
perceptions 

Once  management  has  been  satisfied  that  the 
potential  for  investing  in  new  mail-processing 
technologies  will  streamline  and  lend  fiscal  com- 
petency to  the  corporate  communications  process, 


management  and  operations  —  with  the  help  of 
the  company's  U.S.  Postal  Service  representative 
—  need  to  join  forces  to  embark  on  a  concerted 
department-by-department  use/needs  analysis. 

*^The  New  Mailroom 
Manager 

The  catalyst  for  the  departmental  impact  study 
should  be  the  person  directly  responsible  for  mail- 
room  applications.  In  most  cases,  this  is  the  mail- 
room  manager.  Far  from  being  the  simple  internal 
messenger  of  the  past,  today's  technology  has  ele- 
vated the  mailroom  manager  to  the  position  of  an 
essential  information  officer. 

Kathleen  Synnott,  vice  president  of  world- 
wide marketing  for  the  large-business  segment  of 
Pitney  Bowes,  says,  "I  believe  we  have  not  suffi- 
ciendy  recognized  the  importance  of  the  role  of 
the  mailroom  manager.  But  now  we're  finding 
that  by  employing  nev^ound  technologies,  aggres- 
sive marketing  habits  and  new  expertise,  a  compa- 
ny's mail  distribution  system  can  be  a  vital  tool  to 
address  the  competitive  marketplace.  The  role  and 
the  function  of  the  mailroom  manager  is  extreme- 
ly critical  to  the  process." 

The   Paradox  of 
"Automation" 

Ask  anyone  what  postal  "automation"  means,  and 
you'll  probably  hear  something  like  "automatic" 
or  "self-operating"  played  back.  In  fact,  a  recent 
study  conducted  for  the  U.S.  Postal  Service  by 
Cato  Johnson  Worldwide  in  New  York  concluded: 

■  The  concept  of  postal  automation  is  not 
widely  known  or  clearly  understood 
within  the  business  community. 

■  Those  who  are  most  familiar  are  likely 
to  be  large  volume  mailers. 

■  Many  businesses  are  not  as  "far  up  the 
automation  ladder"  as  they  could  or 
should  be,  and  are  unsure  of  the  benefits 
of  automation  to  their  business. 

According  to  Jeff  Gundersen,  Cato  Johnson's 
executive  vice  president  and  general  manager  for 
U.S.  operations,  "The  fact  that  companies,  both 
large  and  small,  can  generate  substantial  dollars  in 
saved  postal  revenues  by  becoming  aware  of  the 
new  technologies  and  then  simply  buy,  rent  or 
lease  automation  equipment  to  support  them, 
should  be  a  strong  incentive  to  automate." 

Mail   Is   Money 

"Mail  is  money  to  our  customers,"  says  Wil  Shaw, 
Xerox  manager  of  business  services  industry  mar- 
keting. Xerox  has  offered  alternatives  to  traditional 
mail  production  processes  since  the  1970s,  when  it 
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MAIL  CENTER  2000... 

the  dawn  of  a  new  era  in  mailroom  productivity. 


There's  a  new  productivity  standard  dawning  in  the  mailroom.  It's 
ilied  MAIL  CENTER  2000™,  and  it  will  forever  change  the  way  your  mail  is 
ocessed.  - 

MAIL  CENTER  2000™  is  technology  and  support  packaged  as  you've 
3ver  seen  before,  enabling  your  mail  to  provide  unique  advantages.  Mail  that 
)sts  less  to  prepare  and  send,  mail  that  moves  faster  through  the  postal 
irvice  (up  to  a  day  faster)  and  mail  that  invites  action  from  your  customer. 

What  is  MAIL  CENTER  2000™?  It  is  the  PARAGON™  Mail  Processor, 
hich  reinvents  mail  processing  through  its  patented  technology.  Its 
itelligence  and  speed  reduce  mail  preparation  time  by  over  30%.  Its 
tegrated  accounting  system  arms  your  managers  with  information  about 
/ery  piece  of  mail  handled,  turning  your  mailroom  from  a  cost  center  into  a 
ofit  center.  And  finally,  its  superb  reliability  ensures  that  tough  deadlines 
e  met,  every  day. 

PARAGON'S™  partner  is  the  ADDRESSRIGHT™  System,  a  tabletop 
Jdressing  system  that  generates  cash.  How...  by  producing  mail  that  moves 


swiftly  through  the  postal  system,  that  can  qualify  for  postal  discounts  and 
that  looks  important. 

33%  of  all  mail  today  is  not  deliverable  ab  addressed.  While  not 
always  fatal,  this  can  delay  your  invoice  or  advertising  offer.  24%  of  all  third 
class  mail  is  never  opened  because  it  is  perceived  as  unimportant  or  never 
reaches  its  destination.  ADDRESSRIGHT™  gets  your  mail  delivered,  opened 
and  read  which  can  significantly  improve  the  return  on  your  mailing 
investment. 

Backed  with  unparalleled  service  support  and  postal  consultation, 
MAIL  CENTER  2000™  can  provide  you  with  mailing  solutions  to  benefit  your 
organization's  bottom  line  well  into  the  21st  century. 

If  you  would  like  your  mailroom  to  receive  a  wake-up  call,  then 
calH-SOO-MR  BOWES,  ext.  3179. 

Itl  Pitney  Bowes 
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ElectroCom 

helps  the  Post  Office 

move  mountains. 

From  the  beginning  our  people  have  been  involved 
with  mail  automation.  Now  with  over  3000  high  speed 
processing  machines*  in  operation  we  are  helping  the 
USPS,  and  businesses,  to  provide  the  most  reliable  postal 
service  in  the  world.  And,  through  emerging  technology, 
we  will  support  the  USPS  in  their  effort  to  reduce  postal 
costs  and  improve  services  with  innovative  processing 
and  delivery  solutions. 

j^^E>        ElectroCom 
MK^^s.  Automation  LP. 

ElectroCom  Automation  (symbol:  ECA)  Is  traded  on 
the  New  York  Stock  Exchange. 


introduced  the  first  high-capacity  laser 
printers. 

Shaw  believes  that  better  document 
design  reduces  waste  and  inefficiency. 
"There  are  many  design  tools  available, 
including  typography,  graphics,  illustra- 
tions and  color,  which  is  perhaps  the 
most  effective  option.  But  until  recently, 
the  cost  and  production  complexity  of 
color  made  it  prohibitive  for  all  but  the 
largest  production  runs." 

That  changed  with  the  introduction 
of  the  Xerox  4850®,  the  first  production- 
speed  system  to  incorporate  the  familiar 
advantages  of  laser  printing- fonts,  forms, 
graphics,  illustrations  and  highlight 
color,  all  in  one  step.  In  the  same  step, 
the  4850  automatically  prints  U.S.  Postal 
Service  data,  which  means  mail  with 


financial  value  makes  a  swift  return  trip 
for  immediate  deposit. 

As  Shaw  maintains,  "When  mail 
means  money,  mailers  know  that  the  time 
gap  between  an  amount  becoming  due  or" 
an  order  being  placed  and  the  time  remit- ' 
tance  is  deposited  can  be  of  significant 
value." 

Investing  to  Answer 
Needs 

Companies  don't  invest  to  spend  money; 
they  invest  to  put  money  to  use  —  to 
fund  a  project  or  equipment  that  will  offer 
a  potential  profitable  return.  Since  the 
mailroom  has  often  been  perceived  as  a 
necessary  but  cash-draining  proposition, 
management  has  customarily  taken  a 
"show  me"  approach  to  any  new  invest- 
ment. But  now  companies  are  beginning 
to  realize  the  benefits  of  joining  with  the 
U.S.  Postal  Service  and  its  various  certified 
support  systems  suppliers  to  revamp 
mailing  operations,  increase  efficiency 
and  save  out-of-pocket  waste. 

There  are  obvious  advantages  in 
doing  this.  Postal  Service  discounts 


P.  O.  Box  95080.  Arlington,  TX  76005- 1 080  Fax:  (8 1 7)  695-5599  Phone:  (800)  433-5 1 75 
•ElectroCom  manufactures  equipment  under  license  Irom  AEG  Electrocom  GmbH. 
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Joe  Cieplak  is  a  frequent  speaker  at  postal 
conferences  around  the  world. 

What  do  you  think  of  the  new  postal 
regulations? 

I  love  them. 


You  love  high  rates? 

Higher  rates  are  just  part  of  the  new  regula- 
tions. Along  with  those  rate  increases  come 
other  changes  —  including  substantial  dis- 
counts —  that  give  mailers  a  choice  of  rates. 

A  choice  of  rates? 

Yes,  there  are  now  14  discounts  for 
pre-barcoded  mail. 

And  Bryce  makes  barcoders? 

Sure,  wouldn't  you?  Barcoded  mail  gets  one  of  the 
biggest  discounts  because  it's  the  easiest  mail  for  the 
Postal  Service  to  handle.  And  barcoded  mail  gets 
delivered  sooner,  too. 

Why  'sooner?' 

Pre-barcoded  mail  bypasses  manual  sorting 
and  even  the  OCR.  That  means  it  gets  deliv 
ered  up  to  two  days  sooner.  Here's  some- 
thing else:  pre-barcoded  Third  Class 
often  gets  mixed  in  with  pre-barcoded 
First  Class.  And  when  it  does,  it  moves 
just  as  fast. 

That's  good  to  know. 

So  is  this:  mailers  now  have  the 
option  of  printing  the  barcode 
in  the  address  block  instead  of 


New  Postal 
Regulations: 
Good  News 
for  Mailers 


A} I  Expert  on 

Postal  Automation 

Sees  an  Opportunity. 

Not  a  Problem 


the  bottom  right.  This  is  great  if  you  insist  on 
using  labels. 

What's  wrong  with  labels? 

They're  expensive,  messy,  time  consuming, 
and  make  your  mail  look  like  junk.'  Other 
than  that,  they're  fine.  Why  not  print  the 
address  and  barcode  directly  on  the  envelope? 

That's  what  Bryce  does? 

Of  course.  Anything  from  postcards  to  large 
flats.  And  speaking  of  flats,  barcode  discounts 
are  on  the  way  for  them  too. 

What  else  is  in  the  fiiture? 

Advanced  barcoding  in  1993.  More  bars, 

more  efficiency.  But  start  planning  now.  Ten  more 

bars  means  an  extra  half  inch  of  barcode.  Do  you 

need  larger  windows  in  your  envelopes  or,  if  you 

insist,  larger  labels? 

Any  last  words  of  advice? 

Just  three:  Barcode,  Barcode,  Barcode.  It's  easy  to 
do  and  will  save  you  a  ton  of  money.  Oh,  and  con- 
tact Bryce  Office  Systems,  the  world's  leading  man- 
ufacturer oftabletop  addressing  &  barcoding 
machines,  at  115  Hurley  Rd,  Oxford  CT 
06478-1035  or  via  the  toll-free  hot- 
line: 1-800-627-2792. 


ryce 


0    f    f    j 
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increase  savings.  Automated  machines  provide 
more  consistent  and  better  delivery  service.  State- 
of-the-art  processing  equipment  for  faster  sorting 
improves  cash  flow  by  shortening  customer 
invoice  turnaround  time.  And  the  entire  process 
of  automation  reduces  the  number  of  employees 
needed  to  manage  and  physically  handle  the  mail- 
room  operation. 
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Solving  Existing 

Problems   and  Gearing 

Up  for  the  Future 

Lura  K.  Romei,  editor  of  Modem  Office  Technology, 
says:  "Most  mailing  lists  are  so  poorly  maintained 
that  the  ZIP  Codes  on  the  addresses  have  a  10%  to 
20%  error  rate.  And  what  have  the  mailing  people 
set  as  their  tolerance?  3%.  The  problem  is  cor- 
rectable through  education  and  training,  but  cur- 
rently, inaccurate  mailing  lists  are  still  a  problem." 

Romei  reports  that  MassMutual,  one  of  the 
nation's  largest  mutual  life  insurance  companies, 
has  changed  its  mailroom  operation  to  include 
equipment  that  barcodes  and  presorts  the  mail. 
Discussions  with  Postal  Service  representatives 
and  several  suppliers  led  to  the  implementation  of 
a  Bell  &  Howell  Jetstar®  800  sorter,  a  Bell  & 
Howell  Mailstar®  inserter  and  several  pieces  of 
auxiliary  equipment.  According  to  Romei:  "Now 
MassMutual  can  read  an  address,  scan  the  printed 


five-digit  ZIP  Code  and  convert  it  to  the  corre- 
sponding nine-digit  barcode  on  the  envelope. 
The  inserter  helps  accommodate  different  sized 
forms." 

The  automation  plan,  designed  to  handle  an 
average  daily  volume  of  60,000  pieces  of  mail, 
called  for  an  equipment  investment  of  $550,000, 
with  an  estimated  payback  in  30  months.  At  the 
end  of  the  first  year  of  operation,  however,  the 
company  captured  postal  discounts  and  postage 
savings  that  exceeded  $600,000. 

Since  speed  is  of  the  essence  for  large  volume 
mailers,  last  year  Blue  Cross/Blue  Shield  of  Florida 
installed  what  Bell  &  HoweU  refers  to  as  the  "ulti 
mate"  sorter,  the  Jetstar®  3000.  At  the  top  of  its 
range,  this  wizard  barcodes  36,000  envelopes  per  \  ^jS^ 
hour  and  provides  annual  postage  discounts  of 
$300,000.  ^=^ 

Outsourcing  the 
Envelope  Capability 

For  some  companies,  preparing  envelopes  inter- 
nally is  not  cost-effective.  They  may  not  have  the 
equipment  or  the  storage  capacity,  and  the  sheer 
volume  or  variety  of  their  envelope  needs  makes  it 
impossible  to  produce  their  own.  At  that  point. 
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Machines  like  this 
that  insert,  print 
barcodes  and  add 
postage  speed  the 
flow  of  corporate 
mail. 


they  turn  to  an  external  supplier  who  can  cus- 
tomize a  program  for  them. 

Atlanta-based  Curtis  1000  is  such  a  company. 
One  of  the  nation's  largest  marketers  of  envelopes 
and  business  forms,  Curtis  1000  has  27  production 
facilities  and  employs  600  sales  reps.  Like  many 
U.S.  Postal  Service  certified  suppliers,  Curtis  closes 
the  loop  between  the  Postal  Service  and  the  com- 
panies it  serves  by  recommending  presorting, 
ZIP-i-4  and  barcoding  capabilities,  as  well  as  its 
own  envelope  efficiencies. 

For  example,  the  teaser  copy  at  the  base  of  the 
Rhine  Cruise  Travel  Agency's  envelope  interfered 
with  the  Postal  Service's  optical  character  reader, 
making  the  delivery  of  the  company's  mail  less 
efficient.  Conferring  with  both  the  Postal  Service 
and  Rhine  Cruise  Travel,  Curtis  1000  repositioned 
the  copy  to  allow  the  letters  to  enter  the  automat- 
ed mailstream  —  and  save  postage. 

Those   Little   Signs   Are 
Dollar  Signs 

"When  you  barcode  your  mail,"  says  Tom 
Hermann,  president  of  Bryce  Office  Systems  in 
Oxford,  Connecticut,  "you're  doing  part  of  the 
Post  Office's  job  for  them  —  saving  them  a  lot  of 
time  and  money  in  sorting.  Your  letter  gets  passed 
along  quickly  and  the  savings  get  passed  back  to 
you." 


Hermann,  who  manufactures,  sells 
and  services  his  company's  7600  and  lOK 
Addressing  Machines  both  to  Postal 
Service  centers  and  corporate  America, 
knows  that  barcoding  is  here  to  stay.  One 
lof  his  barcode  addressing  machines  is  cur- 
rendy  in  residence  at  the  White  House. 

"A  smart  company  doesn't  pay  29 
cents  to  maU  a  letter  anymore.  Even  a 
desktop  machine  that  prints  addresses  and 
barcodes  directly  onto  mail  can  save  more 
than  five  cents  postage,"  says  Hermann. 
"That  five  cents  may  not  sound  like  much 
until  you  realize  that  the  average  U.S.  busi- 
ness sends  30,000  pieces  of  mail  a  year." 

Both  Bryce  machines  are  capable  of 
adding  the  new  two-digit  Delivery  Point 
Barcodes  —  imbedded  in  the  envelope 
delivery  line  —  that  aid  the  Postal  Service 
in  automatically  sorting  mail  right  down 
to  the  actual  house  number. 

Upgrading  From 

ZIP  Codes   to 

Barcodes 

Out-of-pocket  postal  savings  notwith- 
standing, companies  that  are  advancing 
from  the  ZIP  Code  era  to  the  barcode  gen- 
eration stand  to  gain  substantially  in 
speedy  delivery  time  of  their  mail.  The 
reason?  The  Postal  Service  is  busily  installing  and 
employing  a  network  of  optical  scanners  that  v^ 
completely  automate  the  passage  of  mail  ft-om  the 
time  it  leaves  the  workplace  until  it  enters  the  mail 
carrier's  pouch. 

So,  who  cares  about  this?  If  you  invoice  cus- 
tomers, want  quick  return  of  their  payment,  or 
need  to  reach  them  quickly  with  your  selling  mes- 
sages, you  do.  Fair  enough  —  but  why  should 
companies  install  an  optical  character  reader? 

In  most  cases  they  don't;  they  outsource.  The 
simple  reason  is  cost.  Electrocom  Mail  Systems  of 
Mount  Prospect,  Illinois,  has  produced  an  elec- 
tronic marvel  that  can  optically  "read"  four  or  five 
lines  of  an  envelope's  address,  determine  if  the 
ZIP  Code  is  correct  —  or  even  if  there  isn't  a 
ZIP  Code,  it  will  configure  one  —  spray  on  a  bar- 
code format,  and  presort  the  envelope  into  sepa- 
rate stacks  for  postal  delivery.  But  the  machinery 
takes  up  100  feet  of  running  floor  space,  pumps 
out  as  many  as  36,000  pieces  of  mail  per  hour  and 
costs  $800,000. 

While  this  isn't  for  every  corporate  pocket- 
book,  more  than  250  Postal  Service  centers  have 
installed  more  than  800  Electrocom  Multi-Line 
Optical  Character  Readers.  So  have  many  high- 
volume  mailing  houses.  For  companies  that  don't 
have  the  tonnage  of  mail  to  make  the  out-of-pock- 
et investment  worthwhile,  these  mailing  houses  fill 
the  bill. 


Symbol  and  bar  coding:  Changing  the  way  business  worics. 
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"Our  customers  use  bar  code  data  capture  as  a  strategic  tect)noiogy,  recognizing  ttiat  it  tias 
enabled  fundamental  change  in  their  conduct  of  business,  and  in  their  competitive  posture." 

JEROME  SWARTZ,  Ph.D. 
CHAIRMAN  AND  CEO.  SYMBOL  TECHNOLOGIES 

Bar  cod^  technology  is  changing  the  way  business  works.  It's  improving  productivity,  enabling  new 
competitive  strategies,  and  driving  bottom  line  results  in  retailing,  manufacturing,  distribution,  parcel 
delivery,  and  dozens  of  other  industries  worldwide.  Symbol  Technologies  has  led  the  way  in  bar  code 
data  capture  with  breakthrough  innovations  such  as  the  first  hand  held  laser  scanner,  the  first  integrated 
scanning  computer  with  RF  data  communications,  and  the  new  tw3-dimen- 
sional  bar  code,  PDF  417,  which  stores  hundreds  of  characters  of  informa-        S^ri 
tion  in  an  area  the  size  of  a  postage  stamp.  To  find  out  how  Symbol  can  W 

change  the  way  your  business  works,  call  1-800-SCAN-234.  The  bar  code  data  capture  company. 

©  1992  Symbol  Technologies 
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A  non-contact 
barcode  scanner  in 
a  handheld  device 
allows  the  U.S. 
Postal  Service  to 
track  time-critical 
Express  Mail® 
parcels. 


Barcode 

Scanners   Go 

Portable 

If  you've  ever  bought  a 
book,  a  videotape  or  a  pair 
of  jeans,  chances  are  the 
salesperson  "zapped"  your 
purchase  with  a  hand- 
held scanner  that  read  the 
barcode,  recorded  the 
price,  noted  the  exact 
item  purchased  and 
even  opened  the  cash  register 
drawer  to  receive  your  payment.  Chances 
are,  too,  that  the  scanner  was  made  by  Symbol 
Technologies,  which  claims  upwards  of  80%  of  the 
world's  portable  barcode  scanner  market. 

Portable  barcode  scanning  is  changing  the 
way  this  nation  conducts  its  business.  Airlines  are 
moving  to  barcoded  baggage  tags  to  ensure  that 
tracking  is  streamlined  and  security  is  assured. 
Hospitals  are  using  portable  scanners  to  deliver 
more  accurate  patient  record-keeping.  Giant 
retailers  and  manufacturers  are  using  portable 
scanners  to  maintain  the  proper  flow  of  inven- 
toried materials  througli  the  supply  chain. 

Symbol  Technologies  has  recently  been 
selected  to  supply  the  U.S.  Postal  Service  v^dth 


Vk  Show  Companies 
How  lb  Mail  More 
For  Less. 


•Reply  Mail  Analysis  &  Printing     •Postage-Saving  Tyvek®  Envelopes 
•Envelope  Printing  for  Automation  Discounts 


1-800-766-1007 


CUftlSjoop 


1-800-766-1007 


envelopes  •  letterheads  •  business  forms  •  flat  printing  •  labels 

Tyvek®  spunbimded  olefin  is  a  rcRistcrcd  trademark  of  the  Du  Pont  Company. 
Curtis  1000  is  one  of  the  American  Business  Products,  Inc.  companies 


UNITED  STATES 
POSTAL  SERVICE 


9,000  portable  hand-held  computers  for  its  com- 
puterized route  inspection  program.  The  new 
technology  enables  the  route  examiners  to  capture 
the  data  required  and  electronically  transmit  the 
results  to  a  host  computer  system. 

Raymond  Martino,  Symbol's  president  and 
chief  operating  officer,  says,  "The  rugged  design 
and  architecture  of  the  PDT  3300  was  a  key  ele- 
ment in  the  evaluation  process." 


Postage  metering  is  no  longer  a  dreary, 
messy  operation.  It  has  entered  the  age  of 
postal  automation. 


Metering  for  Profit 

"If  my  shipping  system  goes  down,  I'm 
dead,"  concedes  Robert  Bartle,  general 
manager  of  New  England  Stihl,  an  inde- 
pendent distributor  of  Stihl  chain  saws. 
Barde  is  one  of  thousands  of  business 
leaders  who  depend  on  rapid  and  reliable 
product  delivery  and  servicing. 

For  many,  postage  metering  was 
once  a  dreary  and  messy  operation  in 
which  a  mailer  could  count  on  jammed 
machinery  and  curled-up  gummy  labels 
to  ruin  what  should  have  otherwise  been 
a  simple  out-the-door  process.  But,  no 
more.  Postage  metering  has  entered  the 
age  of  postal  automation,  complete  with 
add-on  systems  that  provide  small  and 
large  businesses  alike  with  speed,  accura- 
cy and  financial  accountability. 

Pitney  Bowes,  recognized  giant 
in  postage  metering  systems,  placed 
40,000  meters  during  the  1990-91  period 
and  now  has  well  over  1  million  in  the 
field.  The  company's  philosophy  is  to 
link  a  variety  of  integrated  mailing  capa- 


XEROX 


We  put  together  the  only  system  that  barcodes,  prints  and  perforates,  seals,  folds,  presorts,  and  stamps,  in  one  unbroken  line. 


Xerox  laser  printers  produce  over 
30  billion  pieces  of  business  mail  every 
year.  As  you  can  imagine,  we've  spent 
a  lot  of  time,  and  worked  with  a  lot  of 
companies  studying  the  mail  process, 
and  ultimately  re-engineering  it. 

Xerox,  together  with  leaders  in  mail 
processing,  now  offers  you  a  stream- 
lined system  that  gets  your  document 
to  your  customer,  in  less  time,  with 
less  handling,  and  for  less  money. 


It's  a  system  that  complements  what 
you  already  have  and  protects  your 
existing  equipment  investment. 

In  addition,  it  can  refine  your  current 
mailing  lists  and  eliminate  redundant 
mailings,  so  you  can  take  full  advan- 
tage of  postal  savings  and  discounts. 

When  we  streamline  your  document 
handling  process,  you  can  reduce 
the  cost  as  well  as  turnaround  time. 


Also,  Xerox  will  coordinate  ongoing 
system  support  for  the  entire  process. 

See  how  it's  done.  Make  an  unbroken 
line  to  your  phone  and  call  us  at 
1-800-TEAM-XRX,  Ext.  133B.  Ask  for 
the  free  videotape  that  shows  you  just 
how  we  put  it  together. 

Xerox 

The  Document  Company 


©  1992  XEROX  CORPORATION.  XEROX*  The  Document  Company*  DocuTech*  and  Document  Machines  are  trademarks  of  the  XEROX  CORPORATION. 
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Training  staff 
members  is  a 
crucial  part  of 
upgrading 
mail-center 
operations. 


JfP^ 


Tc)  Prolil,  (iel  linohed 


John  R.  Wargo,  responsible  for  advertising 
and  sales  at  the  U.S.  Postal  Service, 
encourages  companies  to  learn  about  the 
ways  in  which  the  U.S.  Postal  Service  can 
save  them  real  dollars.  He  suggests  that 
companies: 

■  Consult  with  their  U.S.  Postal  Service 
account  representative  for  assistance 
with  all  mailing  needs. 

■  Contact  the  local  U.S.  Postal  Service 
Business  Center  to  attend  a  variety  of 
introductory  full-  and  half-day  seminars 
on  how  to  take  advantage  of  postal  dis- 
counts. 

■  Attend  the  National  Postal  Forum, 

which  convenes  twice  a  year. 

■  Subscribe  to  Memo  to  Mailers,  the  free 
monthly  U.S.  Postal  Service  newsletter, 
which  updates  readers  on  new  services. 
To  subscribe,  write  to  USPS  NAIC,  6060 
Primacy  Parkway,  Suite  101,  Memphis, 
TN  38188-0001. 

■  Join  a  Postal  Customer  Council,  where 
area  U.S.  Postal  Service  officials  meet 
with  business  mailers  to  answer  ques- 
tions and  address  concerns.  For  meeting 
times  and  dates  in  your  area,  contact 
PCC,  Postal  Service  Headquarters,  475 
L'Enfant  Plaza,  SW,  Room  5410, 
Washington,  DC  20260-6345. 


bilities  —  weighing,  metering,  sealing,  folding, 
inserting  and  sorting  —  that  together  will  move 
the  mail  more  effectively  at  less  cost  to  the  cus- 
tomer. 

To  that  end,  Pitney  Bowes  has  developed  such 
systems  as  LetterShop^^  and  ADDRESSRIGHT™ 
software  that  manage  mailing  lists  from  a  simple 
PC;  a  Mail  Management  System  that  tracks,  ana- 
lyzes and  reports  activities  of  Express  Mail;  and 
powerful  Mail  Center  2000^^  and  6100  Series 
Mailing  Systems  that  weigh,  seal,  meter,  stack  and 
issue  full  transaction  reports  on  a  mixture  of  enve- 
lope shapes,  sizes  and  weights  without  skipping  a 
beat.  To  complement  the  high-tech  equipment, 
Pitney  distributes  an  integrated  line  of  mailroom 
furniture  that  coordinates  and  speeds  receiving, 
dumping,  opening,  reading,  sorting,  distributing, 
wrapping  and  bagging. 

The  Ascom  Group,  a  Swiss  firm,  has  also 
entered  the  U.S.  market  under  the  name  of  Ascom 
Hasler.  The  company  is  pursuing  the  medium-to- 
small-volume  mailing  market  with  its  200  Series 
Mailing  System,  featuring  modular,  buy-when- 
you-need-them  enhancements  such  as  automatic 
envelope  sealers  and  extended  feed  tables  that  can 
process  up  to  120  letters  per  minute.  One  unique 
Ascom  Hasler  add-on  is  the  Tele  Meter  Setting®,  a 
toll-free  direct  computer  link  that  enables  remote 
postage  meter  resetting  and  provides  a  postage 
charge-back  system  that  controls  internal  postage 
abuse.  With  a  variety  of  innovative  stand-alone 
and  integrated  metering  and  related  systems, 
Ascom  Hasler  benefits  from  its  Swiss  parent, 
which  maintains  solid  relations  with  its  own  native 
postal  service,  the  Swiss  PTT. 

Making  Mail  Pay  Is 
Good  Business 

Today,  the  company  mail-center  has  emerged  as  a 
genuine  business  asset.  The  management  of  mail  is 
not  a  problem,  it's  a  solution  for  getting  more 
orders,  increasing  the  flow  of  business  and  manag- 
ing dollars  more  effectively. 

For  businesses  that  stake  their  financial  fiiture 
on  the  proper  preparation  and  distribution  of 
mail,  the  company  mail-center  has  taken  on  a  new  - 
relevance  in  the  management  chain.  "Quality 
mail"  is  the  order  of  the  day  —  mail  that  departs 
and  arrives  on  time,  mail  that  looks  good,  mail 
that  invites  response  and,  most  importantly,  mail 
that  saves  money. 

Making  mail  pay  in  today's  competitive  envi- 
ronment is  an  essential  part  of  good  business. 
With  new  technologies  in  the  marketplace  and 
savings-driven  U.S.  Postal  Service  programs, 
upgrading  mail  operations  can  help  companies 
reap  strong  bottom-line  rewards. 


Author  Roger  Ahrens'  work  has  appeared  extensively  in 
consumer  and  business  publications. 


Fully-featured 


Space  saving 


Fusi  -  For  medium  to  heavy  volume  mail 


Economical 
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Fully  automatic 


Portable 


Multi-purpose:  Flats  and  oversize  mail 


For  the  small  office 
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Semi-automatic 


Easily  replenishes  postage  by  telephone 


Pressure-sensitive  meter  tapes 


For  mail  and  shipping  rooms 


Compact 


Mail  and  flats  to  1/2"  thick 


Ascom  Hasler  postage  meters 
offer  you  more  choices 
than  Pitney  Bowes. 


Heavy  volume 


Low  to  medium  volume  mail 


Postage  chargebacks 


Rugged,  precision  engineering 

Whether  you  process  just  a  few  pieces  of  mail  a 
day  or  thousands  every  hour,  you'll  find  an  Ascom 
Hasler  mailing  system  that  fits  your  needs.  And  as 
your  needs  grow,  our  modular  construction  lets 
you  upgrade  your  mailing  system  without  the 
expense  of  costly  trade-ins. 

Reliable,  quiet,  easier  to  use,  a  lower  price  and 
much  better  leasing  terms  than  Pitney  Bowes. 
Aren't  those  the  choices  you've  been  looking  for? 
For  information,  please  call  Ascom  Hasler  Mailing 
Systems,"  Inc.  at  1-800-243-6275.  If  you  have  a 
lease  with  Pitney  Bowes,  be  sure  to  call  us  for  a 
comparison  before  you  renew. 


aSCOmHasler 

Now  you've  got  a  better  choice. 


With  annual  revenues  of  $2.5  billion,  the  Ascom  Group  is  internationally  active  in  mailing  systems,  telecommunications  and  other  advanced  technologies. 


TAia  tHM  fMSr  TRACK 

TO  mAXUHHUni  POSTM  mscoums 

WITH  JHSTARSOKTBtS. 


Mail  is  money.  You  can  spend  it,  or  you  can  turn  a  profit 
with  it.  Bell  &  Howell  provides  the  business  mailer  opportunities 
to  earn  the  maximum  postage  discounts  offered  by  the  United 
States  Postal  Service  through  barcoding  and  sorting  mail.  There 
is  no  better  way  to  turn  your  mail  into  money  than  with  Bell  & 
Howell  sorting  and  barcoding  machinery,  the  standard  of  the 
commercial  mailing  industry. 
The  USPS  requires  all 
mail  to  be  barcoded  by 
1995.  Automation  of  mail 
by  the  commercial  mailer, 
through  participation  in 
USPS  work  and  revenue- 
sharing  programs,  results 
in  substantial  savings. 
By  choosing  from  the 
extensive  line  of  Bell  &  Howell  sorting  and  barcoding  equipment, 
all  industries  can  take  advantage  of  the  postal  discounts  offered. 
Bell  &  Howell,  the  leader  in  the  commercial  sorting  business  for  over 
13  years,  has  products  to  meet  the  needs  of  the  high-,  medium-,  or  low- 
volume  mailer  with  renowned  reliability,  service  and  support.  And  that 
holds  true  for  Bell  &  Howell's  advanced  line  of  inserters,  as  well.  In  terms 
of  total  mail  throughput,  no  other  inserters  are  as  productive,  reliable  or 
cost-effective. 

Let  Bell  &  Howell  show  you  how  you  can  turn  your  mail  into  money. 
Call  708-475-6100  today. 


BELLHWWBl 

PHILLIPSBURG  COMPANY 


JetStar  sorters  were  named  the  Best  New  Product  and  Bell  &  Howell  was  named  OutsUndIng  Mailing  Industry  Manufacturer  for  Hie  past  two  years. 
'  1992  Bell  &  Howell  Phililpsburg  Company.  JetsUr  is  a  registered  trademark  of  Bell  &  Howell  Company. 
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What's  the  difference  between  a  Hula  Hoop  and  a  stock 
fad?  In  one,  you  invest  $3.  In  the  other,  $3,000. 

A  brief  histoiry 
of  stock  fads 


By  Jean  Sherman  Chatzky 

ROLLERELADES  AND  foreign  govern- 
ment bonds  have  two  things  in  com- 
mon. One  is  that  they  are  fads  today. 
The  other  is  that  they  were  fads  a  long 
time  ago,  before  all  but  vanishing 
from  the  scene  for  a  time. 

We  draw  the  parallel  by  way  of 
reminding  investors  that  an  awful  lot 
of  what  Wall  Street  serves  up  as  long- 
term  growth  prospects  is  in  fact  snake 
oil.  Chances  are  that  skates  with 
wheels  will  cease  to  be  a  craze  some- 
day. The  same  could  happen  to  for- 
eign bond  funds,  biotechnology 
stocks  and  office-supply  discounters. 

Our  evidence  for  the  earlier  roller- 
blade  fad — or  fadlet,  since  the  phe- 
nomenon was  probably  very  short- 
lived— consists  of  the  advertisement 
shown  here ,  brought  to  our  attention 
by  Andrew  Berner,  director  of  New 
York's  University  Club  library.  The  ad 
appeared  in  Harper^s  Weekly  in  Janu- 
ary 1864.  The  toy  then  vanished  from 
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This  rollerblade  ad  appeared 
in  Harper's  in  January  1864 
A  fad  reborn? 


view,  only  to  be  rediscovered  by  chic 
exercisers  in  the  1980s. 
•     We  do  not  think  that  foreign  gov- 
ernment bonds,  now  wildly  popular 
with  brokers — as  they  were  in  the 


1920s — will  default,  as  many  did  in 
the  1930s.  But  if  the  dollar  were 
suddenly  to  strengthen,  those  fat  you- 
can't-lose  yields  could  quickly  turn 
into  substantial  capital  losses.  With 
that  in  mind,  we  present  this  short 
course  in  investment  fads,  1917-92. 

When  the  first  Forbes  appeared  75 
years  ago,  stocks  were  reasonably 
priced  (the  Dow  industrials  were 
yielding  upwards  of  7%  )  and  crazy 
prices  comparatively  few  in  number. 
But  one  sector  with  which  investors 
had  an  evidently  irrational  fascination 
was  cigar  retailing.  United  Cigar 
Stores  Co.  of  America  ran  more  than 
1 ,200  stogie  stores  and  racked  up  $43 
miUion  in  sales  in  1917.  Its  shares  hit 
12778  in  1917.  Then  smokers 
switched  to  cigarettes.  By  1932  the 
stock  was  an  ashen  Vs. 

The  Roaring  Twenties  saw  so  many 
stock  fads  it's  hard  to  pick  the  worst. 
Aviation  stocks  went  crazy,  with 
Wright  Aeronautical  zooming  from  6 
in  1922  to  289  six  years  later.  Elec- 
tronics was  hot.  Radio  Corp.  of  Amer- 
ica climbed  from  a  low  ofl^A  in  1923 
to  a  high  of  6678  the  next  year.  Lever- 
age was  hot:  The  public  had  a  seem- 
ingly insatiable  appetite  for  holding 
companies  pyramided  atop  holding 
companies  and  gobbled  up  every- 
thing utilities  baron  Samuel  InsuU 
had  to  offer  before  his  empire  crashed 
in  the  1930s. 

InsuU's  argument  seemed  irresist- 
ible: There  was  nothing  wrong  with 
leverage  in  a  business  as  dependable  as 
utilities.   Oh,  yeah.>  When  the  De- 


The  long-term 
trend  is  up.  But 
that  still  leaves 
room  for  fortunes 
to  be  lost  over 
short  spans  or  in 
narrow  sectors. 
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Fads 


Stogies,  anyone? 

Once  upon  a  time,  cigar  retailing  was  a  grovvth  sector. 


presssion  came,  citizens  turned  down 
their  lights  and  factories  didn't  need 
electricity  to  run  their  machines.  In- 
suU  was  disgraced  and  tens  of  thou- 
sands of  investors  were  fleeced. 

But  the  most  outiandish  fad  of  the 
1920s  was  a  class  of  stocks  that  were 
clearly  trading  at  a  premium  to  their 
intrinsic  value,  solely  on  the  strength 
of  the  supposition  that  whatever  went 
up  before  has  to  keep  going  up.  We're 
talking  about  closed-end  investment 
companies.  Goldman  Sachs  Trading 
Corp.  shot  as  high  as  222^2,  twice  net 
asset  value,  just  before  the  October 
1929  crash.  The  premiums  made  no 
sense  except  to  people  who  thought 
that  brokers  had  the  key  to  perpetual 
profits.  Six  years  later  the  fiind's 
shares  were  trading  hands  at  1%. 

For  two  decades  following  the 
1929  crash,  the  big  investment  fad 
was  cash  or  equivalents  under  the 
mattress.  Bard  College  economic 
scholar  Hyman  Minsky  remembers  a 
shortage  of  safe  deposit  boxes  in  1931 
and  1932.  He  recalls  hearing  a  story 
that  when  people  went  to  retrieve 
their  valuables  a  year  or  two  later,  they 
couldn't  open  their  boxes.  The  bot- 
toms of  the  boxes  had  buckled  under 
the  weight  of  the  gold. 

In  1933  Congress  outlawed  private 
ownership  of  gold.  Investors  groped 
about  for  another  hoarding  mecha- 
nism. T  bills  got  so  popular  that  for 
brief  periods  between  1938  and  1941 
they  carried  negative  interest  rates. 

The  cash  hoarders  should  have 
been  buying  stocks.  But  no  one  want- 
ed stocks.  People  remembered:  Uncle 
Julius  was  rich  on  stocks  in  1929,  and 
look  at  poor  Uncle  Julius  now.  Even 


An  Insull  stock  certificate  (above); 
utilities  baron  Samuel  Insull 
insull  passes  through 
the  gate  of  Chicago's 
Coolt  County  jail. 
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For  the  people  of  Hearst, 

there's  nothing  more 

important  than  a  voice  heard 

and  a  vision  seen. 


'    ©  1992  The  Hearst  Corporation 


The  Hearst  Corporation 

magazines  •  broadcasting  •  newspapers  •  books/business  publishing 

cable  programming  •  TV  production  and  distribution 

newspaper  features  syndication 
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Aetna  has  a  team 
of  nurses  who  counsel 
expectant  mothers  in 
our  prenatal  program 


to  help  them  have 
healthier  babies. 


^^^ 


.^^ 
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Healthy  Beginnings  is  a  group  plan  that 
teams  our  nurses  with  expectant  mothers. 
They  work  together  during  pregnancy  to 
make  sure  the  mother  receives  proper  pre- 
natal care,  such  as  regular  doctor  visits 
and  advice  on  lifestyle  and  nutrition.  Help- 
ing a  baby  be  strong  and  healthy  can  save 
on  medical  costs.  It's  also  a  nicer  way  for  a 
child  to  come  into  the  world.  To  learn  more, 
write:  Healthy  Beginnings,  PO.  wTy 
Box  303,  Hartford,  CT  06141. 
Aetna.  Apolicy  to  do  more." 


©  1992  Aetna  Life  and  Casualty  Company 
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The  iceman  sells  some  shares 


The  BROKER'S  advertise- 
ment shown  at  right  was  ee- 
rie in  its  timing.  The  ad, 
promoting  high -yield 
bonds  in  ice  companies, 
appeared  in  1927.  The 
same  year,  General  Elec- 
tric introduced  the  Moni- 
tor Top  electric  refrigera- 
tor, ultimately  dooming 
the  old  ice  companies. 

Undaunted  by  GE's 
newfangled  contraption. 
Wall  Street  bid  up  shares 
in  American  Ice  Co.,  prob- 
ably the  largest  of  the  ice 
firms.  Its  common  stock 
paid  S6.50  in  di\idends  in 
1927  before  splitting  4-for- 
1  and  climbing  to  32%. 

During  the  Depres- 
sion, American  Ice  com- 
mon melted  down  to  3. 
The  company  was  then  ac- 
quired by  Western  Light 
&  Telephone,  which  sold  it 
in  1943.  We  were  unable 
to  determine  the  fate  of 
Hoagland,  Allum  &  Co., 
the  broker  pushing  the  ice 
bonds. 

Ice  wasn't  the  only  in- 
dustn'  of  the  era  that  was 
doomed  by  technological 
change.  In  1917,  when 
Forbes  was  born,  Hercu- 
les Bugg\'  Co.  of  Evans\'ille, 
Ind.  churned  out  75,000 
buggies,  surreys  and  wag- 
ons, netting  S39  a  share. 
The  U.S.  Whip  Co.  earned 
$28  a  share. 

Not  that  horseless  car- 
riage companies  were  much 
better  places  to  invest.  In 
the  1910s  and  1920s  doz- 
ens of  electric  and  steam 
automobile  companies 


went  public.  One  was  the 
Baker  Steam  Motor  Car  & 
Manufacturing  Co., 
whose  offering  circular 
boasted  that  the  seven- 
passenger  Baker  Steamer, 
perfected  over  18  years  by 
Dr.  Hardey  Baker,  a  Den- 
ver surgeon,  would  zoom 


from  0  to  40  miles  per  hour 
in  10  seconds.  "It  is  not 
too  much  to  say  that  any- 
thing short  of  an  over-     . 
whelming  success  fpr  the 
Baker  enterprise  would 
be  well-nigh  an  impossibili- 
ty'," said  the  circular.  But 
the  steam  engine  was  no 


match  for  the  gasoline - 
powered  internal  combus- 
tion engine.  Baker's  com- 
panv  went  bankrupt  in 
1924. 

The  moral  here,  if  mor- 
al there  be,  is  this:  Don't 
buy  fads;  buy  value. 

-Jason  Zw^ig  ■ 


Ice  bonds 
a  hot  investment' 
That's  what  this 
bond  dealer's  ad 
would  have  you 
believe.  For  that 
matter,  buggy 
stocks  were  still 
going  strong 
in  1917. 


ONE  of  AMERICA'S 

10  greatest  industries -and  growing 

plants.  -1;-  °-P"^f  r^  :o.OC;0,000  tons  in  1904  to 
auction  of  ice  has  ^^  '  consumption  has  increased 

50,000,000  tons.     Per  capiU  cons      y 
from  240  pounds  a  year  to  715  pounds. 

~.         J       ^^I^,  40%  of  American  homes  use 

now  taking  place,  is  P'^'^ng  ^    ^  -^^  ^om- 

r  "U;^  Kncinpss       First  mortgage  uuh-jo  ^ 
gory  of    big  business  j^^,   better-than-average 

^;£:drntyr^eflir^derationasaninv«^^^^^ 
of  the  families  in  the  United  Sutes^- 

incomes   up   to    $3,000    a   Y^-    J^^ 
families  are  the  permanent  market  for  ice. 

Wnte  for  booklet  on  Ice  Company  Bonds 
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INCORPORATED 


90% 


after  the  end  of  World  War  II,  Wall 
Street  was  asleep:  On  a  good  day, 
1  million  to  2  million  shares  traded 
hands,  compared  \\ith  the  16  million 
swapped  at  the  height  of  the  1929 
crash.  It  was  wideh'  believed  that  an- 
other depression  was  around  the  cor- 
ner. Investors  avidly  acquired  Ameri- 


can   Telephone    &    Telegraph    Co. 
bonds  paying  2%%. 

Then  came  the  1950s.  Spirits  lifted, 
cars  sprouted  tail  fins  and  Wall  Street 
sprouted  a  new  wave  of  silly  excesses. 
Uranium  mining  stocks  went  wild — 
the  Nuclear  Age  was  at  hand.  Com- 
stock  Uranium  &  Oil  Corp.  was  more 


than  three  times  oversubscribed  in  its 
July  1954  initial  public  oft'ering.  Lis- 
bon Uranium  opened  on  its  first  day 
of  trading  at  10  cents  in  January  1954 
and  rose  3,000%  in  six  months. 

Then  Wall  Street  went  crazy  over 
bowling  stocks.  Bowling.^  Oh,  sure, 
the  new  prospcrit)'  meant  more  lei 
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YOUR  FIRM 

ARRIVES  IN 

THIS  BOX 


A  corporate  gift  expresses  more  than 
JL  A.  gratitude.  It  speaks  volumes  about 
your  firm.  ♦  For  154  years,  firms  have 
expressed  themselves  in  vi'ords  only  a 
Tiffany  blue  box  can  say.  Tiffany  gifts  have 
passed  from  CEOs  to  clients.  From 
managements  to  staffs.  They  are  bestowed 
by  everyone  who  prizes  stability  over  caprice, 
substance  over  veneer.  And  who  wishes  to 
send  this  message  in  a  gift  that  is  cherished 
forever.  ♦  To  receive  a  brochure,  or  learn 
more  about  the  rewards  of  a  Tiffany  &  Co. 
corporate  account,  call  800-423-2394. 


Tiffany  &  Co. 
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Fads 


Heavy  metal  fad, 

1932: 
Gold. 


^J    I 


BELOW: 

Heavy  metal  fad, 

1954: 

Uranium. 


sure  and  more  money  to  spend  on 
leisure — and  bowling  was  where  it 
was  at.  Shares  in  American  Machine  & 
Foundry  and  Brunswick-Balke-Col- 
lender  Co.  (later  Brunswick  Corp.) 
doubled  between  1957  and  1958. 
"For  the  country  at  large,  there  are 
110,000  lanes  serving  180  million 
people — or  roughly  one  lane  for  each 
1 ,600  men,  women  and  children,  in- 
cluding those  too  young  to  heft  a 
bowling  ball,"  Forbes  wrote  in  May 
1960.  Within  five  years  the  bowUng 
stocks  had  rolled  into  the  gutter. 

The  1960s  turn-on  was  conglom- 
erates. "Bigger  was  better,"  recalls 
Hugh  Johnson,  chief  investment  offi- 
cer of  First  Albany  and  a  student  of  the 
history  of  stock  manias.  "People  be- 
lieved that  if  you  put  companies  to- 
gether from  diflferent  industries,  you 
could  increase  the  earnings  poten- 
tial."  They  called  it  "synergy ."  Jimmy 
Ling  turned  a  litde  electrical  contrac- 
tor into  giant  Ling-Temco-Vought. 
Charles  Bluhdorn  created  Gulf  & 
Western  out  of  a  bumper  company. 
The  accounting  was  such  that  earn- 
ings per  share  skyrocketed  even  if  the 
operating  income  of  all  the  businesses 
was  flat. 

The  conglomerate  craze  reached  its 
peak  in  early  1968.  Then  one  of  the 
most  respected  of  the  bunch,  Litton 
Industries,  announced  a  decline  in 
profits.  In  one  week  Litton  shares  fell 
18  points,  and  the  conglomerate 
game  was  all  but  over. 

The  public  latched  on  to  recre- 
ational vehicles  and  mobile  homes  as 
the  next  go-go  sector.  Shares  of  Sky- 
line Homes  multiplied  twcntyfold  in 
1969.  "rv  stocks  were  all  the  rage, 
and  one  would  have  thought  that  half 
the  population  would  abandon 
homes  and  wander  around  in  Rvs  and 
go  live  in  trailer  parks,"  remembers 
Philip  Carret,  a  very  sober  value  inves- 
tor who  has  seen  everything  in  his  73 
years  on  Wall  Street.  "That,  of  course, 
didn't  happen,  and  these  stocks  have 
been  in  the  doldrums  ever  since." 

The  great  fad  of  the  1970s  came 
early  in  the  decade:  the  Nifty  Fifty. 
These  were  called  one  decision 
stocks,  because  you  could  buy  them 
and  hold  them  forever:  Avon,  Polar- 
oid, Xerox  and  47  others.  In  1972  the 
median  stock  on  the  list  traded  at  55 
times  latest  12-month  earnings.  Ten 
years  later  the  stocks  were  trading  at 
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They've  tambled  over  rural  countryside,  seeking  the 
perfect  setting  for  the  movie  "Dead  Poets  Society."  Trudged 
through  city  streets  and  peaceful  farm  paths,  in  search  of  the 
right  surroundings  for  the  film  "Witness."  And  perhaps  most 
impressive  of  all,  they've  successfiilly  navigated  the  circuitous 
paths  to  success  in  one  of  the  world's  most  mysterious 
places  —  Hollywood. 

The  Lloyd  from  Bostonian.  As  worn  by  Michael  Meehan, 
veteran  movie  location  director,  inveterate  traveler,  aspiring 
screenwriter,  and  all-too-frequent  flyer. 


BOSTONIAN 

They'll  take  you  as  far  as  you  want  to  go. 


For  the  retailer  nearest  you  and  a  free 
color  brochure,  call  1-800-999-6780. 


Where's 

the 
beef? 


Foreign    corporations    under- 
going expansion  in  Europe  face 
truly  difficult  decisions. 
^_^^^^  Do  you  wish  to 

focus  more  on  mar- 
keting or  on  manu- 
facturing? 

Do  you  lean  to- 
wards acquisition  or 
on  building  up  your 
own  organization?  But  perfiaps  the 
most  imp)ortant  question  is  where 
to  set  up  operations  in  Europe. 


If  you  want  a 
choice  slice  of 
Europe,  v/here 
will  you  start 
looking? 


The  EC's  Single  Market  is 
atx)ut  to  become  reality,  and  a  trea- 
ty was  recently  signed  with  the 
ERA  countries  establishing  the 
European  Economic  Area  (EEA) 
that  will  unite  all  of  Western  Europe 
-  a  unified  market  with  377  million 
consumers.  Moreover,  the  new  de- 
mocracies of  Central  and  Eastern 
Europe  are  busily  attracting  private 
investment. 

Europe  is  in  a  state  of  flux.  It 
is  clearly  the  right  time  to  establish 


a  market  foothold  -  to  stake  out 
your  claim  to  a  choice  slice  of  the 
market.  Many  attractive  official 
promotional  programs  have  been 
set  up  to  encourage  foreign  in- 
vestment. There  are  also  a  number 
of  local  companies  that  might 
be  attractive  partners  or  potential 
acquisition  targets. 

The  problem  is  to  objectively 
assess  all  the  opportunities  in 
order  to  determine  the  best  fit 
for  your  company. 


II 


Enter  Dresdner  Bank,  one  of 
Germany's  principal  banks  and  a 
major  European  financial  institution 
-  an  international  bank  truly  "at 
home"  throughout  the  Continent. 

Our  extensive  network  and 
teams  of  experienced  local  spe- 
cialists can  provide  you  with, 
crucial  support  -  everything  from 
overcoming  the  language  barrier 
to  helping  you  pin  down  the  ideal 
site  for  ^your  new  business 
operations.   And   for   professional 


consulting  support,  you  can  rely  on 
the  services  of  our  two  manage- 
ment consulting  subsidiaries: 

DMC  Management  Consult 
GmbH  focuses  on  traditional  cor- 
porate consulting  services. 

DOWC  Ost-West  Consult  GmbH, 
which  specializes  in  channeling 
private  investment  into  Eastern 
European  privatization  projects, 
provides  a  wide  range  of  services, 
including  everything  from  feasibili- 
ty  studies   to  the   formulation   of 


takeover  strategies.  Through  our 
specialized  international  bank  in 
Luxembourg,  Europa  Bank  AG,  we 
can  put  together  complex  packag- 
es including  various  regional  Euro- 
pean subsidies  and  EC  support 
programs,  thereby  satisfying  the 
most  demanding  of  financing  re- 
quirements. 

For  a  head  start  in  Europe,  we 
invite  you  to  contact  Dresdner  Bank 
at  any  of  our  offices  in  more  than 
60  countries  throughout  the  world. 
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Fads 


Stock  concept, 

1957: 

Since  Americans 
liad  more  leisure 
time,  everyone 
would  go 
bowling. 


BELOW: 

TheRV 
generation 
Shares  of  Sky- 
line Homes  multi- 
plied twentyfold 
in  a  year. 


Nifty  Fifty 
Xerox  was  sup- 
posed to  be  a  stock 
you  could  buy 
and  hold  forever. 


11  times  earnings.  Most  were  good 
companies,  but  not  that  good.  The 
outlandish  multiples  in  1972  gave  the 
Nifty  Fifty  portfolio  a  disastrous  re- 
turn over  the  succeeding  decade. 

Junk  bonds  became  the  fad  of  the 
1980s.  By  displacing  cheap  equity 
with  tax-deductible  debt,  the  acquirer 
of  a  corporation  could  afford  to  pay  a 
premium  to  get  the  equity.  The  earli- 
est deals  gave  both  the  buyers  of  the 
junk  bonds  and  the  buyers  of  the 
corporations  great  profits.  But  pretty 
soon  everybody  and  his  brother  and 
sister  was  imitating  Michael  Milken, 
and  before  the  end  of  the  decade 
wretched  excess  had  set  in.  A  slew  of 
overpriced  and  overleveraged  billion- 
dollar  leveraged  buyouts — including 
R.H.  Macy,  Campeau  Corp.  and 
Southland  Corp. — collapsed  into 
Chapter  11. 

There  is  only  one  smart  way  to  play 
any  fad,  and  it  is  to  get  in  early  and  get 
out  too  early.  Listen  to  Wall  Street 
legend  John  Tcmpleton  on  one  of  the 
greatest  fads  of  the  century,  the  Japa- 
nese stock  market.  "When  we  began 
to  buy  stocks  in  Japan  28  years  ago  the 
average  p/h  there  was  4,"  he  says. 
"Then  Japan  became  the  world's 
largest  market.  It  sold  for  75  times 
earnings  and  at  a  cash  yield  of  0.6%," 
says  Tcmpleton.  "When  prices  got 
above  30  times  earnings,  we  found 
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IF  YOU  THINK 

ANOnCR  COMPANY 

CANTRACKYOUR 


FACXAGEUKE 


JUST  WAR, 


AND  WAR 


AND  WAR 


AND  WAR 


It's  incredible  what  some 

companies  call  a  tracking  system  these  days.  Most  of  our  competitors  can't  tell  you  where  your 

package  is  until  hours  after  it's  been  delivered.  With  Federal  Express,  you  just  call 

1-800-238-5355  and  we'll  tell  you  where  your  package  is  within  30  minutes.  24  hours  a 

day— 7  days  a  week  or  your  money  back.  Guaranteed*  Because  we  believe  any  tracking  system 

that  makes  you  wait  to  hear  about  your  next-day  package  isn't  really  worthy  of  the  nanie. 


Our  Most  Important  Package  Is  YouRsr 

©  1991  Federal  Express  Corporation.  *See  service  guide  for  details. 


)r."Si"Jahromi: 
^amily  Man 


mhi 


V 


I 

For  Siroos  Tamaddoni  Jahromi,  Ph.D.,  trees  have  parents  just 
as  surely  as  you  do. 

"Si"  Jahromi  is  a  geneticist  who  thinks  in  terms  of  tree 
families,  and  he  is  dedicated  to  developing  new  families  of 
obloUy  pine  from  our  forests  in  the  Southeast.  The  new  families 
yield  more  wood  fiber  than  other  trees,  and  are  more  disease 
resistant.  They  allow  us  to  produce  the  paper  and  other  forest 
products  people  need,  while  actually  increasing  our  reserve  of  this 
important  national  resource.  No  wonder  they're  called  supertrees. 

It  takes  quite  a  while  to  create  a  supertree. 

First,  Dr.  Jahromi  and  his  team  find  trees  in  the  forest  that 
grow  fast  and  tall,  have  few  stem  branches,  and  are  disease 
resistant.  Tiny  branches  are  taken  from  selected  trees,  grafted 
onto  root  stock,  and  tended  carefully.  The  very  best  grafted  trees 
are  planted  in  one  of  our  15  seed  orchards.  Pine  cones  are 
harvested  from  the  orchards  each  fall,  and  the  new  seeds  are  sown| 
in  nurseries. 

The  resulting  supertrees  are  planted  on  our  land  as  pan  of 
our  continuing  reforestation  program.  (We  reforest  every  acreo^ 
our  land,  either  by  planting  or  by  using  natural  regeneration 
methods.  We  also  make  improved  seedlings  available  to  the  U.S. 
Forest  Service  and  many  others.) 

It  takes  about  ten  years  before  Dr.  Jahromi  and  his  team  know! 
how  well  a  new  generation  of  trees  is  working  out.  They've  been 
at  it  since  1955,  and  are  now  into  the  third  supertree  generation. 
Theirs  is  a  patient  science. 

Results  of  this  supertree  program  are  impressive.  The  best  of 
the  improved  trees  will  ultimately  produce  about  40  percent 
more  fiber  than  unimproved  seedlings. 

We  grow  more  than  160  million  seedlings  each  year  at  six 
nurseries.  Our  trees  are  growing  taller,  stronger,  faster  all  the 
time. 

The  supertree  program  has  been  so  successful,  wc  now  grow 
more  wood  fiber  each  year  than  we  harvest.  That's  a  source 
of  great  satisfaction  for  Dr.  Jahromi  and  his  colleagues.  He  says 
it's  always  nice  to  see  families  doing  well. 

As  a  gbbal  paper  and  forest  products  company,  our  future  depends  upon 
responsible  stewardship  of  resources.  We  are  committed  to  continuously 
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Fads 


Macy's  on 
Herald  Square 
The  world's 
largest 
department 
store  turned  into 
one  of  the 
largest 
leveraged 
buyout  disasters. 


1990s  fad: 
Biotechnology. 


bargains  in  other  nations  and  started 
to  take  our  profits  in  Japan." 

After  Templeton  began  cutting 
back  on  Japan,  the  Tokyo  market  kept 
going  up.  Templeton  makes  no  apol- 
ogies for  the  profits  he  left:  on  the 
table.  "This  was  much  too  soon,"  he 
conceded  about  his  retreat  fi-om  Ja- 
pan, "but  in  our  52  years  as  invest- 
ment counsel  we  thought  the  wise 
time  to  get  out  was  a  littie  too  early 
rather  than  a  littie  too  late."  The 
Nikkei  average  is  off  63%  since  its 
year-end  1989  peak.  The  multiple  on 
Japanese  stocks  is  now  down  to  30. 
There's  no  sign  that  Japanese  stocks 
are  through  crashing. 

But  for  every  Templeton  there  is  an 
investor  who  succumbs  to  the  Greater 
Fool  Theory.  This  says  that  even  if  a 
group  of  stocks  is  wildly  overpriced 
you  can  make  money  in  it  because  you 
will  be  able  to  sell  to  a  greater  fool. 
But  what  if  there  are  no  more  fools? 
"Buying  a  Hula  Hoop  isn't  going  to 
hurt  you,"  says  market  historian 
James  Fraser,  the  self-proclaimed 
contrarian  and  market  letter  writer. 
"A  stock  fad  can  ruin  you."  ^ 


268 


Forbes  ■  ScptcmlxT  14,  1992 


1% 


BERR^S    TOD 


AY 


AT  BURBERRYS,  NORDSTROM,  SAKS  FIFTH  AVENt 

FOR  FURTHER  STORE  INFORMATION  TELEPHONE  1-800  338  9818- 
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WEALTH  CREATION  CENTERS'^"  CONCEPT  #21 


CAVEAT:  This  is  only  cITcclivc  il  you  arc  over  age  60.  have  over  S300,000  in  Munis,  T-Bills.  CDs  or  IRAs.  and  can  qualify, 


MUNICIPAL  BONDS 
ARE  i\W:  TAX  FREE! 

Munis  Are  Income  Tax  Free 
But  Not  Estate  Tax  Free 


You  save  $300,000  in  Income  Taxes 
but  lose  $550,000  in  Estate  Taxes 


Our  New  Municipal  Bond  Alternative  Will: 

•  Effectively  retain  your  income  tax-free  status. 

•  Guarantee  you  pay  no  estate  taxes. 

•  Increase  your  yearly  income. 

•  More  than  tr5)le\rfiat  you  leave  to  your  family. 

•  Allow  you  to  give  to  charity  at  no  cost 

Make  Your  Muni  Money  Estate  Tax  Free  Now 

and 
Reduce  Your  Estate  Tax  Cost  up  to  90%* 

If  your  estate  is  over  $3  million,  call  for  a  free,  no-cost,  no-obligation  proposal  and 

our  book:  Save  A  Fortune  On  Your  Estate  Taxes  which  describes  our  concepts. 

Call  the  original  creators  of  the  estate  tax  cost  discount  program  now. 

For  more  Information  CaU:  1-800-662-5433 


Available  in  btxikstore 


Barry  Kaye, 

author  of 

Save  a  Fortune  on 

Your  Estate  Taxes 


Wealth  Creation  Centers 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

1901  AVENUE  OF  THE  STARS,  SUITE  500    LOS  ANGELES,  CA  90067 
800-662-5433        310-277-9400        FAX:  310-282-0775 

♦  Based  on  current  assumptions   ©1 992  Wealth  Creation  Centers 
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"Much  useful 
advice  from  a 
pro. "-  Forbes 
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On  the  following  20  pages  we  present  a  statistical  slide 
show  about  how  life  in  America  today  compares  with  that 
of  the  past.  And  about  how  U.S.  living  standards 
compare  with  those  of  other  nations. 


Just 
the  facts 


By  Robert  Rosenstein  with  Riva  Atlas 


Are  things  in  the  U.S.  as  bad  as 
some  politicians  and  their  echoes  in 
the  media  would  have  you  believe?  Is 
the  nation  in  collapse  and  in  need  of 
radical  change." 

The  bottom  line  answer  to  these 
questions  is  a  flat  No.  In  fact  things 
are  pretty  good  for  most  people  in  the 
U.S.,  and  if  you  adjust  currencies  for 
purchasing  power  parity,  life  for  ordi- 
nary people  is  more  affluent  than  in 
Germany  or  Japan  or  the  U.K.  As  for. 
the  oft-repeated  statement  that  the 
U.S.  is  no  longer  internationally  com- 
petitive, the  growth  in  U.S.  exports 
shows  this  to  be  a  scarecrow  without 
stuffing  (see  chart,  page  53). 

Speaking  of  false  concepts,  the 
chart  on  page  296  makes  a  laughing- 
stock of  the  notion  that  Ralph  Nader 
forced  the  auto  industry  into  building 
safer  cars.  Long  before  he  was  born, 
the  auto  fatality  rate  was  dropping 
steadily,  and  it  neither  slowed  nor 
accelerated  after  he  achieved  national 
notoriety. 

No,  we  have  not  achieved  paradise. 
By  any  measure  poverty  has  declined 
sharply  over  the  long  term,  but  by 
some  measures  the  falling  poverty  line 
has  flattened  out  the  past  few  years. 
Statism — in  the  form  of  increased 
government  control  over  the  econo- 
my— has  reached  dangerous  propor- 
tions, though  less  so  here  than  in 
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many  other  countries.  One  out  of 
four  U.S.  adults  did  not  finish  high 
school — which  means  they  are  proba- 
bly not  qualified  for  good  jobs  in  the 
modern  economy. 

Much  of  the  inspiration  for  this 
report  came  from  An  Illustrated 
Guide  to  the  American  Economy,  by 
economists  Herbert  Stein  and  Murray 
Foss,  a  surprisingly  readable  245 
pages,  published  for  the  American 
Enterprise  Institute  (The  AEI  Press, 
Washington,  D.C.);  we  recommend 
it,  highly.  Stein  and  Foss  challenge 
old  notions  and  provide  new  insight 
on  America's  historical  progress. 

In  researching  a  project  like  this 
one  learns  how  easy  it  is  for  politicians 


National  product 

page  272 

Unemployment 

274 

Salaries 

278 

Poverty 

285 

Material  comforts              288 

Auto  fatalities 

294 

Unions 

300 

Lawyers          , 

304 

Crime     ^. :■>■?' 

306 

Education 

310 

Environment 

316 

and  others  with  personal  agendas  to 
bend  statistics  to  prove  anything  they 
want  to  prove.  For  example,  if  you 
define  poverty  in  one  way,  you  end  up 
with  only  about  14%  of  the  U.S. 
population  below  the  poverty  line.  By 
another  set  of  definitions,  the  figure 
passes  25%.  When  we  asked  one  Bu- 
reau of  the  Census  statistician  why  a 
series  of  figures  changed  radically  in 
the  last  decade,  he  told  us  "  .  .  .  basi- 
cally, there's  a  new  guy  in  charge 
now."  In  some  cases  we  were  forced 
to  meld  slighdy  incompatible  data 
series  or  to  interpolate  in  order  to  fill 
in  missing  data  points.  Different 
groups  of  nations  are  used  in  our 
various  country-to-country  snap- 
shots. But,  at  least  in  an  impressionis- 
tic sense,  we  think  our  charts  show 
things  pretty  much  as  they  are. 

We  got  lots  of  help  from  outside 
data- gathering  sources,  such  as  the 
International  Labor  Office  in  Geneva 
and  the  Coworks  Corp.  in  Kansas 
City,  Mo.,  which  has  hundreds  of 
economic  data  series  on  PC- based 
softAvare. 

A  perusal  of  the  following  pages 
should  convince  any  open-minded 
person  that,  economically  speaking, 
things  are  pretty  darned  good  for 
the  typical  American — even  if  he  or 
she  does  not  feel  particularly  good 
about  them.  WM 
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How  is  the 
economy  doing: 


i 


Despite  its  failings,  the  U.S.  economy 
remains  the  most  productive  in  the 
world.  This  fact  is  often  obscured  in 
international  comparisons  that  value 
the  output  of  other  countries  at  for- 
eign exchange  rates,  which  make  the 
dollar  look  weak.  Here,  international 
comparisons  by  two  University  of 
Pennsylvania  economists  value  for- 
eign economies  according  to  the  pur- 
chasing power  of  their  currencies. 
This  gives  a  much  more  accurate  view 
of  whether  a  Japanese  worker,  say, 
lives  as  well  as  does  his  American 
counterpart. 

The  gross  domestic  product  mea- 
sures the  value  of  all  the  goods  and 
services  produced  in  a  country,  no 
matter  whether  that  output  belongs 
to  Americans  or  foreigners.  Until  re- 
cently the  common  yardstick  was  the 
gross  national  product,  which  mea- 
sures the  output  belonging  to  U.S. 
citizens  and  corporations,  wherever 
that  output  is  created.  The  two  mea- 
sures are  very  close.  In  1990  gnp  was 
0.4%  larger  than  GDP. 
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Gross  domestic  product*  (constant  1992  dollars) 


$BILLIONS  (RATIO  SCALE) 


70  B 

60^ 


Gross  national  product  stiown  before  1960^ 
Source:  Department  of  Commerce.  Bureau  of  Economic  Analysi'. 


•For  1990. 

Adjusted  for  .^ 

purchasing  power 
of  foreign  currencies. 

Source: Alan  Heston 
and  Robert  Summers, 
Dept.  of  Economics, 
U.  of  Pennsylvania 
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The  thirst 
for  jobs 


Not  quite  10  million  U.S.  workers  are 
without  a  job;  the  unemployment  rate 
of  7 .7%  is  higher  than  it  was  a  few 
years  ago.  But  it  is  a  far  cry  from  the 
25.2%  rate  hit  during  the  Depression 
year  of  1933.  There  is  another  big 
difference  from  then  to  now:  Today's 
laid -off  workers  have  the  safety  cush- 
ion of  unemployment  insurance  and, 
sometimes,  severance  pay  or  union 
benefits. 

One  thing  the  government  doesn't 
know:  how  many  people  collecting 
unemployment  could  have  taken  low- 
paying  jobs  but  didn't,  because  their 
take-home  pay  would  be  less  than 
their  unemployment  checks.  But  the 
Department  of  Labor  estimates  that 
in  1991  unemployment  benefits  were 
overpaid  by  $1.6  billion,  because  of 
miscalculations,  failure  to  comply 
with  rules  or  the  payment  of  benefits 
to  people  working  off  the  books. 


.r 

p 

Cleveland,  1930 
(below). 
No  social 
safety  net. 
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Never     miss     another     (). 


You  can  7  capture  a  moment  or  a  memory 


if  your  camera  is  at  home  in  a  draiver. 


fj  That's  what's  so  great  about  the  ultra- 


compact  Olympus  Infinity 


moments 


Stylus  —  it's  a 


camera  that  begs  to  be  taken 


everyiuhere. 


Barely  wider  than  a  roll  of  3  'Jmm  film, 


the  Stylus  is  one  smart  camera.  It  knows 


how  to  focus,  load,  reiuind,  read  fib 


speed,  all  automatically.  Oh,  and  one 


more  thing  about  the  Olympus  Stylus— it 's 


^Imost  as  beautiful  as  the  pictures  it  takes. 


t*     '    '»'^!»*' 


OLYMPUS 


■*  **'"-^:* 


ourMPus' 

■■J  tm Olympus  Curp  kirlflmnlk  or '(halar mfnmulliinjn  OiAck'8do''??ji(!ffO Or 'iw!*"    '^ 
Olympus  Carporalfon.  Depl  098.  Wmdhuiy.  NY  11/9/  In  CinaOa  Comin  Group.  Iiic .  loioiilo 


Unemployment 


^(PERCENT  OF 
CIVILIAN  WORK  FORCE) 
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In  international  comparisons, 
U.S.  unemployment  is  at  the  high 
end.  But  the  current  U.S.  rate, 
7.7%,  is  below  the  9.7%  level  hit 
in  1982. 
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Sources:  US.  Department  of  Commerce: 
Interrtatioryal  Latw  Office.  Geneva.  Comrks  Corp 
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The  concept  is  simple.  You 
asked  for  a  more  powerful, 
large-cabin  business  jet,  with 
the  comfort,  versatility  and 
flying  qualities  you  expect 
from  a  Falcon.  The  engineers 
at  Dassault  listened,  then 


developed  the 

Higher,  farther,  faster.  Fakongoos 
The  new  Falcon  900B. 


Three  new 
Garrett  TFE 
731-5B  engines  give  the  900B 
750  lb  more  thrust.  Power  that 
not  only  takes  the  900B  to 
39,000  ft  13  percent  faster,  but 
gets  you  there  direct,  even  on 


hot  ISA+10°C  days.  You 
also  get  a  higher  cruise  speed 
and  spectacular  takeoff  per- 
formance. 

Of  course,  experience  has 
probably  shown  you  that  pow- 
er has  its  price.  But  here  is 
where  the  Falcon  900B  flies 
happily  in  the  face  of  conven- 
tion— offering  all  its  perfor- 
mance improvements  with  ab- 
solutely no  sacrifice  in  economy. 

In  fact,  the  900B  improves 
on  it.  With  lower  direct  oper- 
ating costs  than  any  business  jet 
in  its  class  and  lower  per-mile 


costs  than  its  predecessor.  The 
900B  can  cruise  4000  nm  with 
absolutely  no  increase  in  trip 
fuel.  Add  Falcon-t-PLUS  sup- 
port and  Garrett's  Total  Care 
Engine  Protection  Plan,  and 
the  Falcon  900B  becomes  one 
of  the  most  powerful  business 
tools  your  company  can  own. 
For  more  information,  call 
201-967-2746. 


toonJet 

Teterboro.  New  Jersey  07608 
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Who's  getting  the 
biggest  raises.^ 


In  the  1950s  and  1960s  autoworkers 
were  better  paid  than  teachers.  The 
reverse  is  true  now.  What  happened.^ 
Autoworkers  and  their  employers  lost 
their  oligopoly  power  as  Japanese  cars 
flowed  into  the  country'.  Public 
school  teachers,  meanwhile,  have  im- 
proved their  bargaining  power  (see 
chart  showing  government  union 
membership,  page  302);  they  face  no 


Congress 
1990  (above); 
1932  (right). 


import  competition. 

Chief  executives  are  taking  home  a 
much  larger  chunk  of  the  corporate 
pie.  Salaries  and  bonuses  of  the  25 
highest-paid  bosses  in  1970  added  up 
to  0.14%  of  the  combined  profits  of 
their  corporations.  The  25  highest- 
paid  executives  of  1991  received  pay- 
checks (not  counting  stock  option 
gains)  equal  to  0.65%  of  company 


earnmgs. 

For  the  economy  as  a  whole,  salary 
gains  have  to  come  from  productivity' 
gains.  The  chart  on  page  49  shows  the 
trends  in  farm  and  factory  productivi- 
ty. The  table  on  this  page  shows  one 
crude  measure  of  productivity  gains 
at  a  few  large  employers,  the  growth 
in  real  (inflation-adjusted)  sales  per 
employee. 


Company 

Revenues  per  employee* 

1917                1950                1991 

General  Electric 
Goodyear 
John  Deere 

$36,486 

$62,663 

$216,770 

111,401 

45,729 

67,076 

46,599 

77,629 

192,380 

Ou  Pont 

46,578 

93.657 

297,386 

'Constant  1992  dollars. 

Salary  gains 
ultimately  must 
be  fueled  by 
productivity 
gains.  Here's 
how  some  big 
employers  fared 
in  one  productiv- 
ity measure. 
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l^ur  money  should  work 
as  hard  as  you  do. 

The  more  successful  you  become,  the  less  time  there  is  to  take  care  of  the  one 
thing  that  should  be  receiving  constant  attention. 

Your  own  money. 

Are  you  investing  it  skillfully?  Or  have  you  parked  it  somewhere  safe,  and  left  it  to 
look  after  itself?  Placed  in  low-paying  investments  subject  to  erosion  from  inflation  and 
taxes,  your  assets  can  shrink,  rather  than  grow. 

At  U.S.  Trust,  we  believe  it's  a  mistake  to  be  overly  conservative.  Instead,  we  can 
offer  you  a  more  attractive  alternative.  You  can  draw  on  a  team  of  seasoned  professionals, 
who  can  create  a  disciplined,  long-term  plan  that  addresses  all  of  your  family's 
investment  needs. 

We  invite  you  to  call  Richard  E.  Foley,  Senior  Vice  President,  at  1-800-U.S.TRUST. 
And  talk  to  us  about  putting  your  money  to  work. 


US 


A  TRADITION  OF  GROWING  ASSETS 


New  York         Princeton         Palm  Beach         Boca  Raton  Dallas         Los  Angeles 


This  is  the  problem  with  80%  solutions. 


.% 


These  days,  almost  is  almost 
always  trouble. 

In  order  to  achiea^aitaaa&an 
izational  solutions 

manager 


components  of  the  enterprise. 
Simultaneously 

To  Andersen  Consulting,  this 
means  four  interdependent 
elements:  strategy,  business 


processes,  people  and  technology. 

After  all,  why  waste  time  on  a 
strategic  solution  if  It  dG^t 
impact  on  your  operatiolis?  Why 
bother  to  shoot  for  technologica  I    * 


int  if  your 
'fully  equipped  to' 


ire 


Andersen  Consulting  has 
Applied  this  principle  of  integra- 
tion for  manufacturers,  as  well 


as  service  fimis,  and  found  it 
equally  true  for  botK  As  is  one 
other  principle. 

A  partial  solution  is  often 
worse  than  none  at  ai 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 
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SalaHes 

(CONSTANT  1992  DOLLARS) 


TEACHERS  AND  AUTO  WORKERS 

i  $THOUSANDS 


Earnings  over  the  last  20  years: 
After  inflation  CEOs  and  baseball 
players  fared  better  than 
autoworkers  and  the  President. 


AUTO 
WORKER 


TEACHER 


4       -f 


fc      ^     %^^ 


15 


1956  1960   1965    1970    1975    1980    1985    1990 


_AWYERS,  SENATORS  AND 
THE  PRESIDENT 


CEOS,  BASEBALL  PLAYERS 
AND  DOCTORS 


$THOUSANDS 


$THOUSANDS 


PRESIDENT 


H  700 


V 


-*^- 


BASEBALL 
PLAYER 


UWYER 


DOCTOR 

(NET  INCOME^ 

PRIVATE  PRACTICE) 


SENATOR 


1973    1975 


1990   1992 


i_._. 


1990   1992 
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wre's  a  Fast,  Easy  and  Free  Way  for  You  to  Get  More  Advertiser  Information,. 


Annual  Reports 

1.  ALLTEL  Corporation 

2.  Ameritech 

3.  Entergy  Corporation 

4.  Fansteel 

5.  Johnson  Controls 

6.  Parker  Hannifin 

ijusiness  to  Business 


7.  AEG  Corporation 

8.  AFLAC 

9.  Anacomp,  Inc. 

10.  Astra  Jet 

11.  Canon  USA  —  Copiers 

12.  Canon  USA  —  Facsimile 

13.  Computer  Associates/  Software 
Solutions  Across  All  Platforms 

14.  Consolidated  Edison  Company 

15.  Dialog  Information  Services 

16.  Electronic  Data  Systems 
Corporation 

17.  Ernst  &  Young 

18.  Exide  Electronics  Corporation 

19.  Hoechst  Celanese* 

20.  Hyundai  Corporation 

21.  Intergraph  Corporation 
22.Johnson&Higgins 

23.  Lindal  Cedar  Homes 

24.  Management  Recruiters 
International 

25.  MBIA 

26.  Muratec 

27.  NEC  C&C 

28.  Northern  Telecom 

29.  Panasonic  Office  Automation 

30.  Payroll  Options  Unlimited 
1-800-966-6654 

31.  Program  Management 

32.  Royal  Insurance 

33.  The  Russell  Corporation 

34.  Ryder  Transportation  Resources 

35.  Samsung  Group 

36.  SOURCE,  INC. 

37.  South  African  Airways 

38.  Talking  Technology  Inc. 

39.  Tandy  Corporation 

40.  TME  Co.  Inc. 

41.  Tools  for  Timing 

42.  Toyota  Motor  Corporate 
Services  of  North  America 

43.  Transamerica  Life  Companies 
-»4.  U.S.  Army  "Experience  for  Hire" 

45.  W.R.  Grace  &  Co. 

46.  Zenith  Data  Systems 


'.VOTE:  Adivrtisers  only  honor  requests 
with  company  name  and  job  title  on  card. 


rinancial  Services 


47. 
48. 


50. 
51. 

52. 
53. 
54. 
55. 
56. 
57. 
58. 

59. 
60. 

61. 

62. 
63. 
64. 

65. 
66. 

67. 

68. 
69. 

70. 

71. 


AFLAC 

AMBAC  Indemnity  Corporation 

212-668-0340 

American  Council  of  Life 

Insurance 

American  Re-Insurance 

Bankers  Tmst/Corporate 

Berger  Associates  1-800-333-1001 

Charles  Schwab  &  Company 

Chicago  Board  of  Trade 

Chicago  Mercantile  Exchange 

CIGNA  Corporation* 

Conseco  1-800-426-6732 

Dreyfus  —  Growth  and  Income 

Fund,  Inc. 

Fayez  Sarofim  &  Co. 

Financial  Guaranty  Insurance 

Company  1-800-352-0001 

Houlihan,  Lokey,  Howard  & 

Zukin 

Janus  Group  of  Mutual  Funds 

NASDAQ 

Northwestern  Mutual  Life 

In.surance  Co. 

Quick  &  Reilly 

Selected  Funds 

Twentieth  Century  inve.stors 

1-800-345-2021 

Van  Kampen  Merritt 

VERITAS  —  Low-Load  Life 

1-800-552-3553 

Wealth  Creation  Centers 

1-800-932-5841 

Zurich-American  Insurance 

Group 

Area  Development 

72.  Alabama  Development  Office 

73.  Economic  Development 
Partnership  of  Alabama 

74.  North  Carolina  Department  of 
Economic  and  Community 
Development 

iuonsumer 
Products/Services 

75.  Air  Travel  Card 

76.  Alamo  Rent-A-Car,  Inc. 

77.  Alitalia  Airlines* 

78.  Allen  Edmonds  Shoes 

79.  Artlite 

80.  Aurion  International  Ltd. 

81.  Bally,  Inc. 

82.  Bostonian  Shoes  —  They'll  take 
you  as  far  as  you  want  to  go. 

83.  Brooks  Brothers 


84. 

85. 
86. 
87. 
88. 
89. 
90. 
91. 
92. 

93. 
94. 
95. 
96. 


Brother  P-Touch  XL  Professional 

Lettering  System 

Burberrys  Tailored  Clothing    • 

Cross  Creek  Apparel  < 

Embassy  Suites,  Inc. 

Eva  Air 

Federal  Express  Corporation 

Florsheim  Shoe  Co. 

Golfshots 

Hartmann  Luggage  &  Leather 

Goods 

Helmsley  Hotels 

Hotel  Millenium 

Hotel  Sofitel  North  America  ' 

IMPRIMIS,  The  monthly 

publication  from  Hillsdale 

College. 

Jaeger-LeCoultre 

Jeep/Eagle  Division  of  Chrysler 

Joy  de  Jean  Patou 

International  Watch  Co.,/ 

Experience  the  timeless  charm  of 

fine  Swiss  engineering  and 

craftsmanship.  1-800-432-9330 

KLM  Royal  Dutch  Airlines 

Konica  Busine.ss  Machines 

U.S.A.,  Inc. 

Korean  Air 

The  Lanca.ster 

LEXUS  Automobiles 

Lord  &  Taylor 

Marriott  —  For  information  about 

Marriott  Resorts. 

MicroAge  Computer  Centers,  Inc. 

Minox  Telescope 

Mitsubishi  Motor  Sales  of 

America,  Inc.  Brochure  and 

Dealer  Location  1-800-447-4700 

111.  Nordic  Flex  Gold 

112.  Olympus  Corporation 

113.  Patek  Philippe 

114.  The  Peninsula  Hotel 

115.  The  Penin.sula  Hotels 

New  York  and  Bevedy  Hills 

116.  Pfizer 

117.  Phillips  Petroleum  Company 

118.  Porsche  Design 

119.  Quarterdeck  Office  Systems 

120.  Range  Rover  of  N.A.,  Inc. 

121.  Raymond  Weil 

122.  Raytheon 

123.  The  Regent  Beverly  Wilshire 
Hotel 

124.  The  Registry  Hotel  Corporation 

125.  Residential  Sales  Council 

126.  Tiffany  &  Co.  Corporate  Division 

127.  Toshiba  America  Computer 
Systems  Division 

128.  Winecellars  U.S.A. 


97. 

98. 

99. 

100, 


101. 
102. 

103. 
104. 
105. 
106, 
107. 

108, 
109, 
110, 


Forbes 
Reader 
Service 
Cards 

I  he  advertisers  to 
the  left  are  listed  on 
Forbes  Reader 
Service  Cards. 
Select  the 
advertisers  you're 
interested  in,  fill  out 
one  of  the  cards 
on  the  opposite  page 
and  you'll  receive 
additional 
information  about 
their  products 
and  services. 
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The  war 
on  poverty 


The  Census  Bureau  puts  the  poverty 
line  at  $13,900  of  cash  income  in 
1991  for  a  family  of  four.  But  this 
definition  excludes  the  value  of  food, 
housing  and  medical  benefits. 

These  in-kind  benefits  should  be 
included,  but  adding  them  back  in  is  a 
problematic  exercise.  Should  they  be 
valued  at  their  cost  (which  would 
bring  the  poverty  rate  down  to  8%)  or 
at  their  estimated  value  to  welfare 
families  (which  would  bring  the  rate 
down  only  to  11%)?  There  are  still 
other  definitions  of  poverty  that  pro- 
duce much  higher  rates,  all  the  way  up 
to  26%,  say  economists  Herbert  Stein 
and  Murray  Foss. 

The  economy  has  something  to  do 
with  poverty  rates — note  the  uptick 
during  the  1981-82  recession — but 
other,  more  powerfiil  factors,  are  so- 
cial. Drugs,  crime,  lack  of  schooling 
and  the  breakup  of  the  family  all 
contribute,  in  ways  that  are  difficult  to 
quantify. 

But  here  is  one  indicator;  In  1990, 
37.2%  of  families  with  a  female  house- 
holder, but  no  husband  present,  were 
below  the  poverty  level.  That's  almost 
three  times  the  overall  national  pover- 
ty rate. 

After  sharp  reductions  in  the  pover- 
ty rate  in  the  1960s,  especially  for 
black  families,  the  rate  leveled  off. 
Why?  Was  it  a  lack  of  antipoverty 
spending^- 

No,  concludes  Isabel  Sawhill  of  the 
Urban  Institute  in  the  September 
1988  Journal  of  Economic  Literature; 
antipoverty  expenditures  doubled  in 
real  terms  between  1970  and  1980. 
She  blames  slow  income  growth,  high 
unemployrrient  and  "adverse  demo- 
graphic trends." 

Sawhill  writes,  "Institutions  such 
as  schools  have  litde  hope  of  offset- 
ting the  powerful  influence  of  the 
home  environment." 
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Percent  of  U.S.  population 
below  poverty  line 


Republic  understands  that  you  protect  what 
you  value  most.  We  do  the  same.  Our  number 
one  priority  is  the  protection  of  our  clients'  funds, 
to  give  them  the  best  combination  of  safety, 
strength  and  service. 

Perhaps,  thaf  s  why  we  rank  number  one, 
among  large  U.S.  banks,  in  total  risk-weighted 
capital  ratio. 

Arid,  in  a  recent  Euromoney  magazine  poll 
of  over  50  of  the  world's  leading  bank  analysts... 
Republic  led  aU  major  international  banks  in... 
Strategy,  Resilience,  and  Quality  of  Assets. 

If  you  would  like  more  information  on  the 


bank  that  is  dedicated  to  your  protection...write 
for  our  latest  Quarterly  Report  to:  Information 
Center,  Republic  National  Bank  of  NewYork, 
Fifth  Avenue  at  40th  Street,  New  York  City,  N.Y. 
10018.  Or  can  (212)  221-6056.  Outside  New 
York  City:  (800)  522-5214. 

REPUBLIC 

NAnONALBANK 

OFNEWYORK 


NEW  YORK-  GENEVA •  TOKYO  ■  LONDON  •  ZURICH  •  LUGANO  ■  LUXEMBOURG  •  PARIS  •  MONTE  CARLO  •  GIBRALTAR  •  MILAN 

GUERNSEY-  BEIRUT-  MIAMI  •  LOS  ANGELES  •  BEVERLY  HILLS  •  NASSAU-  CAYMAN  ISLANDS-  MONTREAL -SINGAPORE-  HONG  KONG 

TAIPEI  -  JAKARTA  ■  BEIJING  •  MONTEVIDEO  -  PUNTA  DEL  ESTE  -  BUENOS  AIRES  -  SANTIAGO  -  MEXICO  CITY-  CARACAS  •  RIO  DE  JANEIRO 
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MeasuHng  the 
comforts  of  life 


In  1920  only  a  third  of  Americans  had 
telephones  and  less  than  a  half  had 
flush  toilets.  One  in  ten  families 
owned  a  car. 

Materially,  we've  come  a  long  way. 
Today  there  are  1.3  TV's  per  person 
and  nearly  2  vehicles  per  household. 
Television  sets  and  telephones  are 
common  possessions  even  among 
families  below  the  povert)'  line. 

Perhaps  the  best  way  to  appreciate 
the  American  standard  of  living  is  to 
hop  on  a  jet.  In  scenic  Nepal  only  6% 
of  the  population  has  access  to  toilets 
of  any  kind,  including  latrines.  In 
India  there  are  189  people  for  ever\' 
telephone.  Even  in  the  United  King- 


dom, there  are  half  as  many  televisions 
per  person  as  there  are  in  the  U.S. 

The  Japanese  are  overtaking  us  in 
some  wa)'s.  Their  factories  are  mod- 
ern and  efficient.  But  their  homes  are 
not  luxurious.  Takatoshi  Ito  notes  in 
his  The  Japanese  Economy  (iMiT  Press, 
1992)  that  less  dian  60%  of  Japan's 
population  has  access  to  flush  toilets. 

Howard  Rosen,  director  of  the 
Public  Works  Historical  Society'  in 
Chicago,  helped  us  construct  histori- 
cal estimates  of  the  number  of  U.S. 
homes  with  flush  toilets.  Further  data 
came  from  Professor  Joel  Tarr  at  Car- 
negie Mellon  Universit)'  and  the  Cen- 
sus Bureau. 
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Living  standard 

(PERCENT  OF  HOMES) 


Jt^ 


..*  *-  t 


Some  of  today's 
necessities  were  luxuries 
75  years  ago. 
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Nature's  spectacle  offers  such  a  richness  of  color  and  texture  thi 
man  has  always  dreamt  of  stealing  some  of  its  magic.  Throughouj 
every  stage  of  civilization,  we  have  attempted  to  capture  il 
mystery.  We  yearn  to  recreate  the  smooth  perfection  of  a  pearl,  thj 
brilliance  of  a  bird's  feather,  the  velvet  texture  of  a  petal,  or  thj 
deep  colors  of  tropical  fish.  And  today,  in  the  form  of  ''Higf 


eflectivity  Coating/'  the  engineers  at  Mazda  are  approaching  the 
ealization  of  this  dream.  ' 'High-Reflectivity  Coating"  is  a  new 
}ainting  process  that  sheathes  cars  in  colors  that  are  incredibly 
leep,  intense,  brilliant  and  as  smooth  as  a  mirror.  ^'High- 
i^eflectivity  Coating/'  you  might  say,  is  a  reflection  of  a  new 
)erfection  in  the  world  of  the  automobile. 


)  Mazda  Motor  Corporation. 


EGISTRATION  PER  1,000  POI 


ION) 


m^- 


In  the  U.S.  there  is  one  vehicle^ 
(excluding  commercial  ones) 
»    for  every  1.7  people;  in  SodHi 
Korea,  one  for  every  21  people. 
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Manufacturers  Association;  Federal  Highway  AdmimsUation 
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At  The  Travelers,  service 
has  33,000  names. 

That's  the  number  of 
Travelers  employees  dedicated 
customer  satisfaction. 

And  that's  the  real  Travelers 
difference. 

One  that  can  be  measured  in 
everything  we  do  for  you . . .  from  24-hour 
toll-free  hotlines  to  an  investment  of  $200 
million  to  provide  even  better  underwriting 
skills  and  management  of  your  claims. 

It's  a  difference  you  will  experience  through 
a  network  of  local  offices  and  a  team  of  experts 
assigned  to  your  account  —  people  whose 
intimate  knowledge  of  your  business  enables 
a  quicker,  smarter  response. 

It's  a  difference  backed  by  over  $50  billion 
in  assets  and  a  128  year  tradition  of  service. 

Service  The  Travelers  Way 


TheTravelersj 

You're  better  off  under  the  Umbrella? 
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What  makes 
cars  safer.^ 


The  auto  fatality  rate  has  been  on  a 
steady  exponential  decline,  averaging 
better  than  3%  a  year,  for  as  far  back  as 
reliable  statistics  go.  Drivers  can  cred- 
it state  and  federal  governments  for  a 
lot  of  the  safety  gains.  Contributors  to 
the  success  stoty  include  wider,  bet- 
ter-paved, better-lighted  highways; 
safety  glass;  traffic  cops;  better  brakes 
and  tires;  seat  belts;  collapsible  steer- 
ing wheels;  and  padding.  It's  hoped 
that  antilock  brakes  and  airbags  con- 
tinue the  trend. 
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You  know  you've  arrived 

when  someone  spends  a 

billion  dollars  to  greet  you. 

At  ITT  Sheraton  we  can 
'■■  welcome  you  with  a  billion  dollars 
^  worth  of  new  hotels,  lobbies,  guest- 
rooms, restaurants,  and  a  whole 
new  standard  of  service.  With  allthe 
changes  we've  made,  we're  prepared 
t.  to  treat  you  better  than  ever  before. 
(  For  reservations,  call  your  travel 
:  professional  or  800-325-3535. 
i-         We  spent  a  billion  to  make  you 

-''  feel  like  a  million. 

I. 


if-'-'  '^*i 


Sheraton  Palace.  San  Francisco 


ITT 


Sheraton 


t/5 


RATIO  SCALE 


•International  data  for  latest  year  available 


Auto  fatalities 

(Deaths  per  100  million  miles) 


Cars  are  ten  times 

as  safe  now  as 

they  were  70  years  ago. 
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The  complelie  redpe 

forfrenMi 


Emery  Worldwide,  a  CF  Company. 

Our  domestic  and  international  air  freight  company. 


To  start,  pack  several  tons  of  seafood  lightly  in  ice.  Place  carefully 

in  the  planes  of  Emery  Worldwide.  Garnish  with  strict  quality-control 

and  split-second  timing.  Now  express  immediately  by  air  to  hundreds 

of  wholesalers  and  restaurants.  That's  not  only  a  recipe  for  fresh 

fish.  It's  a  complete  recipe  for  success. 

At  Emery  Worldwide,  providing  unique  solutions  to  unique 

shipping  needs  is  what  we  do  best.  We  offer  Customer-ization:  the 

flexibility  to  adapt  to  each  customer's  product  and  freight  pattern, 

whether  you  ship  fresh  turbot  or  heavy  turbines,  across  the  country 

or  around  the  world.  That  makes  us  an  important  ingredient  in  your 

competitive  strategy 

And  as  a  Consolidated  Freightways  Company,  we  can  help  you  operate  more 

efficiently  with  the  most  complete  range  of  services  in  the  industry.  Backed  by 

unparalleled  shipping  management  systems,  and  a  responsive  team  of  proiessionals 

dedicated  not  only  to  your  satisfaction,  but  to  that  of  your  customers  as  well. 

So  if  you'd  like  to  taste  success  when  you  face  a  freight  transportation  challenge, 
call  Emery  Worldwide.  1-800  HI  EMERY.  We'll  create  a  special  recipe  just  for  you. 
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COnSOLIDRTED  FREIGHTlUflVS,  IRC. 


WE  PUT  YOU  MILES  AHEAD 


The 
Companq 
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Bursting  bubbles. 


„,.;*i'«Rp*^ 
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The  computer  that  m« I 

The  bubble  in  the  middle  doesn't  really  exist.  II 
just  an  image  made  from  reflections  of  the  sky,  of  the 
ground,  of  the  other  bubbles. 

Only  they  don't  exist  either.  The  whole  picture 
a  mathematical  fantasy,  and  the  giant  computers  thatl 
put  men  on  the  moon  would  have  struggled  to  create 

But  an  IBM  RISC  System/6000,™  which  can  sit 
on  your  desk,  did  it  easily  using  RISC  technology  whi<| 
was  invented  by  John  Cocke,  a  research  scientist  at  IBIf 
The  RISC  System/6000  isn't  the  only  RISC  computei 
but  it  is  the  most  advanced  thanks  to  another  idea 
(also  Dr.  Cocke's)  called  superscalar  technology. 

In  an  historic  test  at  a  national  research  lab.  a 


(©  1992  IBM  Corp  RISC  System/BOOO  is  a  trademafk  of  IBM  Corp  Cray  >%  a  trademark  o(  Cray  R«ear<*».  he 


:his  picture  is  also  making  history. 


SC  System/6000  was  pitted  against  a  Cray®  super- 
)mputer  for  selected  applications,  and  it  won.  But  even 
[ore  startling,  the  same  lab  has  since  replaced  one  of 
>  Grays  with  a  network  of  our  smaller  machines. 

We  point  this  out,  not  to  brag  (well,  maybe  a 
tie),  but  because  the  RISC  System/6000  is  fruit  of 
IM's  huge  investment  in  research,  and  it  shows  how 
ir  process  is  changing. 

We  spend  over  $6  billion  a  year  on  R&D,  and  we 
obably  do  more  pure  research  than  anyone.  But 
tely,  our  top  scientists  work  more  closely  with  real 
-oducts,  and  it  helps.  For  the  RISC  System/6000,  the 
an  who  pioneered  its  basic  technology  also  led  it  to 


market.  And  the  original  lab  team  not  only  stayed 
with  it,  half  of  them  moved  from  New  York  to  "fexas  to 
join  the  development  team. 

As  a  result,  our  customers  (often  researchers 
themselves)  can  have  massive  computing  power 
at  affordable  prices,  to  help  them  improve  their 
own  products. 

But  what  hasn't  changed  about  IBM  research  is 
the  value  of  a  person  like  John  Cocke,  who  is  one  of 
58  IBM  Fellows.  It's  a  title  he  earned  by  having  great 
ideas,  and  it  gives  him  the  one  ss  """^  HSL  ZHZ® 

thing  he  treasures  most.  Complete      Z    """"^  "ZLIZ 
freedom  to  have  more  of  them.  Z=  IZHT  ~  T  5: 
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The  union 
label 


"The  global  economy  has  put  us  into 
a  new  environment,"  says  Paul  Cole, 
secretary-treasurer  of  the  New  York 
State  AFL-cio.  "Labor  and  manage- 
ment are  going  to  have  to  work  to- 
gether to  make  us  more  competitive." 
Labor  and  management  work  to- 
gether? Worr\'  about  being  competi- 
tive? It's  hard  to  imagine  that  such 
sentiments  would  have  been  uttered 
by  union  officials  of  a  generation  ago. 
But  now,  just  about  ever^^  factor)' 
worker  has  to  think  about  foreign 


competition.  The  1980s  were  marked 
by  concessions,  cutbacks  and  declin- 
ing membership  for  U.S.  blue-collar 
workers  in  the  private  sector. 

A  reverse  trend  has  been  under  way 
in  the  government  sector,  where 
union  membership  has  quadrupled  in 
the  past  half  centur\^  In  New  York 
State  98%  of  public  employees  are  in 
unions.  Becoming  more  competitive 
is  not  an  issue  here.  There  are  no 
Japanese  imports  to  compete  with  the 
police  force  on  Long  Island. 


Striking  seamen, 
New  York  City, 
1930s 
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To  the  birds,  it  matters  very  little  that  these  boxes 
of  recycled  paper  reflect  a  child's  creativity  and  involvement. 

But  to  the  environmental  education  program  that 
distributes  these  take-home  nests,  and  Phillips  Petroleum, 
who  sponsors  them,  it  matters  a  great  deal. 


Because  as  life  unfolds  inside  these  cardboard  walls, 
so  too  does  an  enduring  understanding  and  respect  for  the 
wonder  of  it  all.  Helping  students  realize  a  greater  awareness 
and  responsibility  for  the  environment. 

And  confirming  our  belief  that  when  you  tea  ch  a 
child  about  nature,  he  learns  facts  about  nature. 

But  bond  a  child  with  nature,  and  he  leams  to  care. 

PHILLIPS  PETROLEUM  COMPANVa 


For  more  information  about  the  Bird  Box  Program  and  what  we  are  doingto  protect  our  environment,  write:  Bird  Box,  Phillips  Petroleum  Company, 
I6C4  Phillips  Building,  Bartlesville,  Oklahoma  7^^004. 
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Union  membership 

(PERCENT  OF  WORK  FORCE) 


PUBLIC 
SECTOR 


«^ 


Only  17%  of  the  U.S.  work  force 
is  unionized.  The  fraction  is  much 
higher  among  most  of  our  com- 
petitors, including  Japan. 


Sources:  Labor  Research  Association^  U.N.  Development  Programme. 


PRIVATE 
SECTOR 
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Around  The  World, 
Wete  The  Company 
Big  Banks  Bank  On 


ALLTEL  achieves 
results  for  its  customers, 
including  some  of  the 
biggest  banks  in  the 
world.  Bank  on  it. 

Over  1,000  finan- 
cial institutions  in  26 
countries  worldwide 
have  relied  on 
Systematics  -  an  ALLTEL 
subsidiary  -  for  data 
processing  management, 
application  software  and  outsourcing  services. 
And  for  significant  savings. 

Add  this  growing  business  to  ALLTEL's 
strong  reputation  as  a  provider  of  telephone 
service  for  1.2  million  customers  in  25  states, 
cellular  telephone  service  in  18  states  and 


product  distribution 
around  the  country,  and 
you  get  a  company  with 
a  23%  total  average 
annual  return  over  the 
past  five  years.  And  a 
history  of  increasing  the 
dividend  for  each  of  the 
past  31  years. 

As  communications 
and  computers  continue 
to  converge,  we're 

positioned  for  continued  growth. 

Call  now  and  get  all  the  data  on  a  true 

financial  success  story. 

CORPORATION 

Telecommunications  •  Cellular  •  Product  Distribution  •  Intormation  Services 


Call  (501)  661-8999  or  write;  ALLTEL  Corporate  Communications  •  One  Allied  Drive  •  Little  Rock,  Arkansas  72202 
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The  lawsuit 
industify 


Since  1940  the  number  of  lawyers  per 
100,000  population  in  die  U.S.  has 
more  tiian  doubled.  America  now  has 
more  practicing  lawyers  dian  any  other 
country  in  the  world,  both  in  total  and 
per  capita.  Our  lawyer  density  is  more 
than  twice  Canada's,  for  instance. 

At  present,  about  700,000  lawyers 
maintain  active  practices  in  the  U.S. 
The  American  Bar  Association  counts 
another  135,000  on  the  way — stu- 
dents enrolled  in  law  programs  in 
1991.  Close  to  a  quarter  of  the  stu- 
dents will  turn  into  lawyers  this  year. 
It  is  likely  that  for  the  next  few  years, 
admissions  to  the  bar  will  exceed  re- 
tirements. "The  number  of  lawyers  is 
fated  to  keep  increasing,"  opines 
Marc  Galanter,  a  professor  of  law  at 
the  University  of  Wisconsin  Law 
School. 

Despite  the  glut,  there  seems  to  be 
plenty  of  business  to  go  around.  Dan 
Quayle's  campaign  to  reform  the  tort 
system  has  gotten  nowhere;  new  anti- 
discrimination laws  are*  boosting  de- 
mand for  lawyers. 


Courtroom  scene, 
early  1900s.  Still  plenty 
to  go  around. 
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"If  our  copiers  are  worlcing, 
our  people  are  working." 


The  performance  of  your 
high-volume  copying  systems  is 
vital  to  the  productivity  of  your 
organization. 

That'sSvhy  we're  proud  to 
offer  The  Corporate  Line  of  highly 
productive  high-volume  copying 
systems— copiers  uniquely 
created  for  the  demands  of  companies  like  yours. 

The  Corporate  Line,  featuring  the  NP  9800  and  our 
new  NP  6060,  was  designed  for  durability  day  in  and  day 
out.  These  copiers  take  productivity  beyond  delivering  more 


THE  CORPORATE  LINE 


copies  per  minute.  With  fast  first  copy 
speeds  so  your  people  spend  less  time 
completing  short  runs.  Sophisticated 
document  handlin;^'  and  finishing  capa- 
bilities for  complete  stapled  sets  at 
the  touch  of  a  button.  And  innovations 
like  the  largest  paper  capacities  in  the 
industry  so  your  people  spend  less  time 
at  the  copier,  and  more  time  working. 

The  Corporate  Line,  from  Canon.  For  ten  years, 
America's  |1  copier  company.  And  now  the  new  power  in 
high-volume  copying.  Call  1-800-OK-CANON. 


I  1992  Canon  U.S.A.,  Inc. 


Canon 
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The  crime 


scene 


In  1960  the  homicide  rate  in  the  U.S. 
was  about  the  same  as  it  was  in  1917. 
But  in  the  three  decades  since,  the 
murder  rate  has  more  than  doubled. 
Drugs,  gangs,  urban  decay  and  the 
easy  availability  of  lethal  weapons 
have  all  contributed.  According  to  the 
U.S.  Department  of  Health  &  Hu- 
man  Services,   nearly  two-thirds  of 


homicide  victims  in  1988  were  killed 
with  a  gun. 

Law  enforcers  have  fallen  far  short 
of  winning  their  war  on  drugs. 
"Drugs,  drugs  and  drugs  have  packed 
our  prisons  with  offenders,"  says  one 
Justice  Department  official.  Accord- 
ing to  a  recent  Bureau  of  Justice 
Statistics  report,  drug  offenders  ac- 


counted for  6%  of  state  prison  popula- 
tions in  1979.  By  comparison,  in 
1991 ,  22%  of  inmates  were  in  for  drug 
offenses. 

The  Sentencing  Project,  a  Wash- 
ington, D.C. -based  nonprofit  group, 
says  that  the  only  country  that  ranks 
close  to  the  U.S.  in  incarceration  rates 
is  South  Africa. 
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Even  though  we  mal<e  Americas  best  l<no\x7n  athletic  teamweai:  we  l<now  that  no  other 
unifonn  can  compete  with  a  cap  and  gown.  So  we're  maldng  posters  lil<e  this  ad  available 
to  coaches  and  teachers  to  help  x-emind  athletes  that  an  education      Mp  ruSSEL.1^ 
can  keep  them  competitive  long  after  their  playing  days  are  over      I^ATHLETIC 

SIM  IN  SCHOOL 

For  more  information  about  our  "Stay  In  School"  campaign,  write:  Russell  Corporation.  Dept.  M.  P.O.  Box  272.  Alexander  City.  AL  35010. 


♦  75 


The  U.S.  hSVo#tii<^ately 
prisoners  than  other  coun- 
•and  a  high  murder  rate. 


'Latest  availabi  „^^^^^—, 

''Adults  In  federaf^^MHmHRth  sentences  of  one 

'Number  of  defendants  sentenced  any  ten 

Sources:  Bureau  of  Justice  Statistics;  National' ^^, 
Interpol;  V^tSeHtencing  Protect;  Comrks  Corp. 


.available  figures. 
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TWD  ROOMS.  TWD  BUSINESS  DEALS. 
TWICE  THE  PRDDUCnVin 


TWICE  THE  ROOM.  A  laige 
private  bedroom.  A  separate 
spacious  living  room  with  a 
well-lit  work  area  perfect  for 
small  meetings.  Each  suite  also 
has  two  telephones,  two  TVs, 
a  wet  bar  with  refrigerator, 
coffee  maker  and  microwave. 
Computer  modem  hookup 
available  in  most  suites. 

For  people  who  travel  a  TWICE  THE  VAUJE.  A  free, 

lot  on  business,  there  is  no  cooked-to-orderbneakfestis 

better  partner  than  Embassy  served  each  morning.  Two 

Suites  hotels.  hours  of  complimentary 


beverages^  each  evening. 
Both  sure  to  help  keep  your 
expense  report  in  line. 

Next  time  you  need  a  hotel 
room.  Think  Tv  dce^Then  call 
your  travel  agent  or  Twice 
The  Hoter  1-800-EMBASSY 


Free,  cooked-to-orderiireakfast. 


EMBASSY 
SUITES" 

In  Mexico,  call  95-800-362-2779 
Hawaii,  call  1-8C0-GO-P-MAUI 


+Sub]ea  to  state  and  Itxal  Laws 
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Back  to 
school 


In  1 9 1 0  not  even  one  in  five  American 
adults  had  four  years  of  high  school. 
Today  almost  four  out  of  five  do. 
Despite  the  improvement,  close  to  40 
million  adults  here  lack  a  high  school 
diploma.  Not  shown:  how  much  is 
expected  of  a  student  to  earn  the 
diploma.  On  that  score,  education  has 
probably  deteriorated. 

Despite  the  criticism  leveled  at  our 
education  system,  people  from 
around  the  world  flock  to  American 
universities.  Vance  Grant  at  the  Office 
of  Educational  Research  &  Improve- 
ment reports  that  in  the  last  ten  years 
the  percentage  of  Ph.D. s  awarded  to 
foreign  students  by  U.S.  institutions 
has  nearly  doubled,  to  23.4%.  Of 
course,  that  statistic  could  mean  not 
only  that  our  universities  are  alluring 
but  also  that  our  students  are  not  very 
motivated. 


Better  than  most, 
but  still  room  for 
improvement. 
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Deluxe  high-rise  office 
space,  going  fast. 


The  Learjet  60  provides  a  spacious  office  with  a  panoramic  view  of  the  business  world  below. 

Powering  this  airborne  executive  suite  are  new-generation  Pratt  &  Whitney  Canada  PW305  engines.  They 
provide  the  thrust  to  operate  from  smaller  airports  closer  to  business.  And  link  transcontinental  destinations 
with  the  highest  cruising  speeds.  The  upwardly  mobile  Learjet  60  climbs  quickly  above  the  weather  where 
comfort  and  operating  efficiency  are  greatest.  Its  quiet,  stand-up  cabin  and  many  office  amenities  make  the 
Learjet  60  the  most  productive  working  environment  you'll  find  anywhere. 

However  you  compare  the  Learjet  60,  it  is  an  exceptional  value  in  E 
high-rise  office  space.  For  details,  call  Ted  Farid,  Vice  President  Domestic  S^ 
Marketing,  at  (316)  946-2450.  Nothing  else  comes  close: 

©1992  Learjet  Inc. 


Learjet 


-1.^ 


"WHE  M^ERE  DOING  BUSINESS  IN  THE  PACIFIC  RIM  IVHENif;, 
PEOPLE  TRAVELED  BY  RICKSHAIV.    The  AIG  Companies  have  been  doing 
business  in  the  Asia/ Pacific  region  for  over  70  years.  In  fact,  we  began  providing  insurance  in  Shanghai  in  1919, 
and  our  network  has  now  grown  to  include  virtually  every  major  economy  you  may  do  business  in  worldwide.l 


Our  experience  in  overseas  markets  and  our  understanding  of  local  business  practices  and  insurance  needs  give 
AIG  people  a  unique  advantage  when  serving  multinational  businesses  around  the  world.  Whether  they're  in 
transportation,  steel,  textiles  or  global  finance.  In  the  booming  Pacific  Rim  or  anywhere  else  in  the  world. 


AIG 


^VORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

Americ2in  International  Group,  Inc.,  Dept  A,  70  Pine  Street,  New  York,  NY  10270. 
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Education 


'ERCENT  OF  ADULTS  WITH  AT  LEAST  FOUR  YEARS  OF  HIGH  SCHOOL) 


The  U.S.  stacks  up  fairly  well  against  other 
countries  in  education,  under  a  U.N.  index  that 
gives  a  two-thirds  weighting  to  literacy  and 
le-third  to  years  of  schooling. 
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Konica  Has  Earned  Its  Wings  From  USAir. 


Dependable  departures  and  on-time  arrivals.  That's  why 
millions  of  people  get  on  board  USAir.  Crisp,  clean  copies  of  any 
document  That's  why  USAir  is  on  board  with  Konica.  1^^^  m^  ■  m^  «^ 

For  more  information,  call  1-800-2-KONICA.  KJUlllCfl 


@  1992  Konica  BiisinessMachines,U.S.A.,Inc 


COPIERS-FAX 
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Landfills 
and  forests 


The  U.S.  still  has  a  long  way  to  go  to 
make  its  streets  clean  and  its  rivers 
pure.  But  the  country  is  in  surprisingly 
good  shape  environmentally,  in  com- 
parison with  its  past  or  with  other 
nations.  You  don't  need  sophisticated 
pollution  equipment  to  tell  you  that  a 
smoggy  day  in  New  Delhi  is  like  a  week 
inside  New  York's  Lincoln  Tunnel. 

The  air  quality  of  Athens,  Cairo  and 
Bangkok  is  "often  worse  than  Los 
Angeles'  most  smoggy  days,"  says 
Mohammad  Mustafa,  professor  ofEn- 
vironmental  Health  Sciences  at  ucla. 
Even  Paris  in  the  mid-1980s  had  near- 
ly six  times  as  many  high-sulftir-emis- 
sion  days  as  New  York  City. 

Are  our  forests  endangered? 
Scarcely.  Total  forested  land  in  the 
U.S.  has  remained  remarkably  con- 
stant in  this  century,  at  about  600 
million  acres — even  as  the  population 
has  more  than  tripled.  The  U.S.  refor- 
estation rate,  which  in  the  1980s  ex- 
ceeded the  combined  efforts  of  Cana- 
da, Japan,  the  U.K.,  Brazil  and  Korea, 


Environment 


INDEX  1970=100 
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CARBON  MONOXIDE 
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.-•u'ces  US.  Depan 


nearly  makes  up  for  losses  from  the 
harvesting  of  forests.  And  conserva- 
tion doesn't  mean  doing  without 
lumber. 

"We  can  grow  all  the  wood  Ameri- 


ca needs  on  half  the  land  now 
managed  for  timber,"  says  Randal 
O 'Toole,  a  forest  economist  at  the 
Cascade  Holistic  Economic  Consul- 
tants in  Portiand,  Ore. 
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TREAD  lIGHIiY  DRIVE  RESPONSISIV  OfF  ROAD  PIEASE  BUCKIE  UP  FOR  SECURITY    S)  1W2  LAND  ROVER  NORTH  AMERICA.  INC  "WINCH  OPTIONAl   SUBJECT  TO  AVAIIABIIITV 


Own  one  of  these  legendary  forms  of  jungle  transportation. 


M. 


Lany  consider  it  the  most  exotic 
vehicle  on  earth. 

It's  survived  safaris  through  the  jun- 
gles of  Sulawesi.  Madagascar.  And  the 
Amazon.  Treks  across  the  Wahiba  Sands 
of  Oman.  The  Rub  al  Khali.  Even  the 
Great  Rift  Valley  of  Kenya. 

It's  the  Land  Rover  Defender  110. 
World  renowned  for  wading  through 
swamps.  Crossing  savannahs.  Venturing 
deep  into  kingdoms  of  the  wild. 


And  even  better.  Out  of  them. 

There  are  500  Land  Rover  Defender 
110s  now  available  in  America,  more 
than  ready  to  handle  everything  the 
country  has  to  offer. 


DEFENDER  110 


Including  roads. 

You  can  see  one  of  these  nearly 
indestructible  vehicles  at  select  Range 
Rover  dealers.  For  the  one  nearest  you, 
caU  1-800-FINE  4WD. 

We  realize,  of  course,  that  at  around 
^40,000*  it's  hardly  a  frivolous  invest- 
ment. But  considering  how  it's  built,  it's 
likely  the  most  solid  one  you'll  ever  make. 

Because  unlike  a  vine,  you  won't 
have  to  go  from  one  to  the  next. 
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FORBES  hasn't  always  been  right— not  by  a  long  shot- 
but  the  magazine's  natural  contrarianism  and  independent  thinking 
have  for  75  years  kept  it  ahead  of  the  crowd. 

Cussedly  independent 


Compiled  by  Laura  Jereski 


September  15, 1917 
From  the  earliest  days, 
Fact  &  Comment  and 
Thoughts  have  been  reg- 
ular, popular  features. 


FACT     AND     COMMENT 


Business  was  originated 
to  produce  happiness,  not 
to  pile  up  millions. 

Are  we  in  danger  of 
forgetting  this? 

Too  often  in  talking 
with  so-called  "successful"  men  I  cannot  but  feel  that 
they  are  making  business  an  end  and  aim  in  itself, 
that  they  regard  the  multiplying  of  their  millions  and 
the  extension  of  their  works  as  the  be-all  and  end-all 
of  life,  life  itself. 


With  all  thy  getting,  get  Understanding." 


"Ill  fares  the  land,  to  hastening  ills  a  prey. 
Where  wealth  accumulates  and  men  decay." 

— Robert  Burns. 


Some  of  his  friends — and 
he  has  many  staunch  ones 
— have  since  sought  to 
argue  that  he  rendered  a 
public  service  by  punctur- 
ing an  over-inflated  stock 
mcU-ket;  but  Baruch's  own  testimony  makes  this 
claim  ridiculous,  for  when  asked  what  he  would  have 
done  on  a  certain  date  if  he  had  known  the  market 
was  going  to  break  the  next  day,  he  frankly  replied: 
"I  would  have  sold  all  day  long." 


Thoughts   On  Life  and  Living 


Culled   from   Many   Sources 


If  you  want  to  know  the  man  who  keeps  you  from 
accomplishing  things,  if  you  want  to  know  what  holds 
you  back,  if  you  want  to  know  where  to  fix  the  blame, 
get  a  looking-glass  and  look  into  it  carefully. — A.  F. 
Sheldon. 


THE  BEST  POLICY 

By  WILLIAM  DAVENPORT 

Would  you  win  eternal  fame 
And  immortalize  your  name? 


Januarys,  1918 


September  15, 1929 

October  1,  1929 

Worried  by  the  ever  rising  stock  market, 

B.C.  Forbes  warns  against  borrowing  to  buy  stocks, 

which  many  did  on  10%  margin. 


FORBES  f  0-<"^ 


i.  1'2* 


Asks 


Have  Speculators 
Multiplied 


Faster 


Than 


Investors? 
Questions  Not 
Easily  Answered 


™~l  .n<l  t'"«  '"^  Ir    or     •op"- 


PT.  BARNUM  IS  credited  with  the  saying  that  there 
•  is  a  new  one  born  every  minute.  But  even  the 
wisest  and  most  experienced  buyer  of  securities  at  some 
stage  of  his  career  has  been  one   for  a  minute.     Even 

though  he  has  lost  his  money  he  is 
Q^  j^  never  permitted  to  forget  his  secret  sin 

"SUCKER"  as  a  sucker  speculator.    Sucker  lists  ap- 

patently  arc  more  precious  than  rubies 
to  high-powered  stock  selling  organizations.  Sooner  or 
later  the  illegitimate  seller  of  securities  ends  in  jail,  but 
he  passes  on  to  someone  else,  whose  term  Ijchind  bars 
may  not  start  until  two  years  later,  a  precious  heritage 
of  a  sucker  list.  A  friend  relates  that  more  years  ago 
than  he  likes  to  remember,  he  was  one  for  a  minute,  and 
to  this  day,  at  least  once  every  two  weeks,  usually  when 
he  is  in  conference,  his  telephone  bell  rings  and  a  glib 
voice  says,  "I  have  just  allotted  to  you  100  shares  of  Bla- 
Bla  common.  It  will  Ije  listed  next  week,  and  there's  10 
points   in    it !" 

The  next  time  your  telephone  rings  and  someone  whom 
you  don't  know  personally  tries  to  sell  you  securities,  re- 
ply with  a  merry  laugh  and  a   positive,  "No!" 
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A  suite  at  The  Fairmont  has  always 
been  considered  the  standard  of  luxury  in 
business  travel. 

Indeed,  there  was  a  time  when  it  was  a 
luxury  afforded  to  only  the  very  few.  Or,  the 
Very  Important.  Like  Presidents.  Royalty. 
And  even  the  occasional  Pope. 


President  William  H.  Taft  was  one  of  many  who 
enjoyed  a  suite  at  The  Fairmont.  Now,  so  can  you. 


on  a  complimentary  or  reduced  rate  basis. 
As  a  President's  Club  member,  you  will 
also  receive  deluxe  welcome  gifc,  as  well  as 
a  special  dining  certificate  and  complimentary 
overnight  shoeshine.  In  the  moming,  look 
forward  to  coffee  or  tea,  and  your  choice  of 
newspaper,  delivered  to  your  room. 


It  used  to  take  money,  power  and 
influence  to  ?et  a  suite  at  the  Fairmont. 


Now,  it  just  takes  a  signature. 


But  today,  you  needn't  be  registered  in  Who's  Who  to 
open  doors  at  The  Fairmont.  You  simply 
need  to  register  in  our  President's  Club. 

Every  time  you  check  into  a  Fairmont, 
you  will  automatically  be  upgraded  to  a  suite, 
'" ''  when  one  is  available, 


at  no  extra  charge. 

What's  more,  you'll  enjoy 
guaranteed  room  availability  whenever  you  make  your  reserva- 
tions at  least  48  hours  in  advance  — even  when  a  city  is  sold  out. 
As  well  as  access  to  our  Health  Clubs  and  Business  Centers 


But  that's  not  all.  Because  if  you  belong  to 
the  American  Airlines* 
AAdvantage*  program,  you'll 
earn  500  miles  with  every  stay. 
President's  Club  membership  is  completely 
free.  To  enroll,  just  call  1-800-522-3437. 
No  other  hotel  makes  it  so  easy  for  guests  to 
experience  this  level  of  elegance,  comfort  and  style. 

But  then,  at  The  Fairmont,  we 
consider  a  Very  Important  Person 
and  a  guest  to  be  one  and  the  same. 


at^^ntTKf 


ERICAS  GRAND  HOTELS.  SINCE  1907 


Chicago 

H65 


Dallas 

^125 


New  Orllans 

H19 


San  Francisco 

H65 


San  Jose/Silicon  Valley 

^125 


Prcsidfnt'-vClub  bt-nt-fits  appK  at  iht-  publi>hc(l  National  C"t)rporatf  ratt-  above,  rack  or  weekend  rates.  Rates  subject  to  availability.  American  Airlines  rescnes  the  right  to  change  the  AAdvantage  program  at  any  time  without  notice. 

American  Airlines  and  AAdvantage  are  registered  trademarks  of  American  .\lriines.  Int. 


Against  the  grain 

June  1, 1932 

November  1, 1974 

A  month  before  the  great  bear  market  ended, 

the  original  value  investor,  Ben  Graham, 

recommended  Forbes  readers  buy  stocks  priced 


aders  buy  stocks  priced 
hand.  Decades  later  his  disciple 
(Imiiariv  timalv  call 


at  less  than  cash  on  hand.  Decades  later  his 
Warren  Buffett  makes  a  similarly  timely  call 
in  Forbes  near  another  bear  nadir. 


Inflated  Treasuries  andl 
Deflated  Stockholders  ' 

Are  Corporations  Milking  Their  Owners? 


Are 

DSK  you  were  the  owner 
ge  manufacturing  businc 
many     others,     yon     los 
1Q.11  ■  the  immediate  pros 
irniiracincr  •    vnii    f  pp 


I  "The  Money  Man 

Clad  V 

Girls  'v. 

Out  There! 


Mt.  'C^JX^^'^  flu/, 
■^"nv.^-^   <»  <iK   am.  6^ 


of 

iness. 

lost 


By  BENJAMIN  GRAHAM 

With  thi>  article  The  Editor,  intro- 


,    IIIC    lllllllCUldlC    }J1  03- 

not  encouraging ;  you  feel 
c  and  willing  to  sell  out — 
prospective  purchaser  asks 


With  thi> 
duce    «    series 

fsir-reaching 


article  The  Edito.. 

■ —  —  one  of  the  most 
mportant 
financial 


amazing, 

situations  **••.».  »,...^,...  _„„  u. 

America  has  ever  witnessed,  a  situa 


-which  business  and  I 


shares  were  selling  foi( 
about  60  per  cent",  of 
equivalent  alone,  and  or 
the  net  quick  assets. 
capital  obligations  ah( 
mon    stock,    and   the 
were  those  shown  abi 


•y«'M«  sn  gotaTli  i?°*  "*«  the 
"rirFiftta.     """"M   UK   of  the 

"  lots  orX.  ^  "T«  38.  ie  caJM 

""  ■»  •  imooo  k^Li?*'  •'«*» 
°«'tL^fc,'^""«>i*Kd  S^'n™ '*"■''»  <«»i?o™„»>™^ 


ifir-  "^wis  hTh.^  """^  *• 

""**    nsnimii    ,>T^""f  snd  inmr. 

!™«  «nol  lom  ii!.,        ""  "•« 
"«»*    An  XJ^"  pmasde 

T  can  hJZ^^^^""^ 


•o»ie  guy  u  tr^ 
•"ra-      »u««r^  ,       .  ■"  >°<"  uni. 


>.■■  ^-  ^    .—^  "■  not  (.rra,,^  — 


June  15, 1933 

B.C.  Forbes,  no  fan  of  regulation, 
nevertheless  spoke  out  against  abuses, 
even  by  the  mighty. 


FORBES    for 


Investisation  Debunked 
Morgan  InvesUg         _..,-.- 

__. ^     when   «   "«     I-.  ,:,v  ol  lo»  «  "'"     ..  ,K,.  every  s"*" 


„„„     when   it   "« 

I  or  you  wou  „  „,n  ut  »  s  „ 

Uould  «P»""  'mLm.  &  Company  t^'  '™„„5ideiation. 

\     My  suK"""".    "led  a  ("■>'<  st^t'^mt- 
But  when  I  »?""  .j^  ,0  »y  nothing. 
,t,,  ,,  had  been  i^^^            ,  ^j,  ,„  „y«l       M   ^^^ 
'      1  w«  disappom^^  J  underwriters.  *"^"«;%,ofi.s. 
.^     — „„  are  banMTi. i....;nr-,s  to  earn  v 


,„.  ■•  share"  ">' 
;aM.:endoi«>n.'^-- 


•^„onaMr,endotson..r-  ^^„„,,,  «u. 

i  ,he  fin.nc.al  «otW  ^^^  ^™"Vf  b,  pobhca- 

'r.--?3:r^^''"  "--'-■■''■ 

lion  of  the«    P"  ,"  ^^. 

aWy  """,,"  ,hinV  of  our  fr.ends?  "'%^„,„g,  aitet 

not.  naturally.*"    ^^^„„  for  th  '^  „, 

A""  ""^'"^    -...-t  and  jury  over  the  ^^^^^  _^„ 


IT  is  entirely  logical  that  the  public  should  feel  that 
Morgan  &  Company  placed  these  people  under  obliga- 
tions by  offering  them  shares  far  below  their  current  mar- 
ket quotation.  And  it  is  entirely  logical  that  the  public 
should  feel  that  heads  of  corporations  thus  favored  would 
be  thereby  influenced  when  it  came  to  arranging  the  un- 
derwriting of  new  capital  or  other  important  financial 
transactions  with  the  House  of  Morgan,  their  benefactors. 

The  net  result  of  the  Senate's  investigation,  nothwith- 
standing  that  Pecora  pursued  extremely  questionable  tac- 
tics in  seeking  to  excite  suspicion  where  no  legitimate 
grounds  for  suspicion  existed,  should  be  salutary. 

There  is  no  adequate  reason  why  private  bankers,  who 
sell  securities  to  the  public  and  in  other  ways  exercise 
tremendous  financial  power,  should  not  be  subjected  to 
governmental  supervision  and  control  as  are  other  banks. 


FORBES 


Bernard  Baruch  on 
INFLATION 

As  vigorous  as  ever,  the  "grand  old  man"  of  finance 
reveals  his  straight  •  from  •  the  -  shoulder  opinions 

By  HOMER  H.  SHANNON 


which  will  beset  business  if 
the  preventive  measures  are 
not  taken.  To  date  there  has 
t-  -  - f  '    -     '■        -;.:--- 


low.  Windows  on  two  sides  disclosed 
panoramic  views  of  the  Hudson  River 
and    the    steel    and    concrete    towers 


December  15,  1941 
After  years  of 
deflation, 
eminent  finan- 
cier Bernard 
Baruch  warns 
Forbes  readers  of 
hMMning  inflatkNi. 
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well  dress 


Toj  Switzerland  Shops 

Jmingdales,  Selected  Stores 
Macy's,  Selected  Stores 

For  free  brochure  write: 
Romeo,  One  Bally  Place 
New  Rochelle,  New  York  10801 


■SSS'F 


.  « 


♦  75 


Against  the  grain 


March  15, 1954 

April  15,  1954 

Forbes  criticizes  then-powerful 

red-baiter  Senator  Josepli  McCartliy, 

unleashing  reader  protest. 


McCorfby  has  become  obsessed  by  de- 
lasions  of  omnipotence. 

Conceding  that  he  has  rendered  needed 
investigatory  services,  it  is  time  to  regu- 
late his  Czaristic  acts. 

High  Arm\  officers  should  be  under 
Eisenhower,  not  McCarthy,  orders. 


r READERS  SAY 


They  Like  McCarthy 

From  your  "Two-Line  Editorials:" 
'McCarthy  has  become  obsessed  by 
delusions  of  omnipotence  ...  it  is  time 
to  regulate  his  Czaristic  acts.'.  This*^ 
theme  has  been  worked  to  the  bone 
by  the  Daily  Worker,  political  oppor- 
tunists, haters  in  general  and  allies  who 
ship  token  miHtary  forces  to  Korea  and 
sell  the  enemy  the  means  to  destroy 
them.  —Edward  J.  Coyne, 

New  York,  N.  Y. 

We  still  feel  as  we  did  about  Sen. 
McCart/ii/.— Ed. 


...  I  am  sickened  of  editorial  com- 
mentators who  have  joined  in  the 
chorus  of  'smear,'  slander  and  villifica- 
tion  against  McCarthy.  .  .  . 

—Won A  GiLEicz, 
Inglewood,  Calif. 

Sen.  McCarthy  woxddn't  smear!— Ed. 

.  .  .  When  you  state  McCartliy  has 
become  obsessed  by  delusions  of  om- 
nipotence .  .  .  aren't  you  judging  him  on 
hearsay  as  reported  by  'pink'  reporters, 
editors  and  commentators  who  'do  not 
like  his  methods'?  —Adam  S.  Borst, 
Forest  Hills,  N.  Y. 

No,  we  judge  him  by  his  acts  and 
utterances.— Ed. 


Wide  World 

URANIUM 


A   PROSPECTOR'S   LIFE 


PROMOTERS'  PARADISE 


You  donU  have  to  have  sense — just  cents — to 
take    a    ivhirl    at    America's    neivest    gambline 


Eably  last  month,  a  prominent  Wall 
Street  broker,  weary  of  discouraging 
his  customers  from  buying  "penny 
ante"  uranium  stocks— and  having  them 
ignore  his  advice— packed  up  his  family 
for  a  vacation  trip  to  Colorado.  "I  came 
back,"  he  told  associates  in  the  Canyon, 
"just  as  I  left:  convinced  that  most 
such  issues  are  at  least  worthless,  and 
probably  worse."  Then,  sheepishly,  he 
admitted  to  having  picked  up  "several 
thousand  shares  of  the  stuff."  Said  he: 
"I  must  have  been  out  of  my  mind." 

The  New  Eldorado.  Many  another 
sensible  American,  ordinarily  canny 
with  his  cash,  has  discarded  caution 
in  the  last  20  months  to  "get  in,"  as 
the  promoters'  puffs  put  it,  "on  the 
ground  floor  of  the  atomic  age."  Hyp- 
notized by  the  magic  word  "uranium" 
and  the  lure  of  quick  riches,  some  10,- 
000  hardy  Americans  have  pulled  up 
stakes  to  embark  on  the  most  feverish 
minerals  land  rush  in  U.S.  history. 

Hundreds  of  thousands  more,  and  it 
may  soon  become  millions,  have  laid 
down  their  chips  in  America's  newest 
gambling  craze:  purchase  of  penny 
uranium  stocks  in  fly-by-night  compa- 
nies with  highly  uncertain  resources 
and  even  more  dubious  futures.  In 
\ain  such  large  and  responsible  brok- 


Septemberl,  1954 
While  ttie  media 
trumpeted  the 
Nuclear  Age, 
brokers  touted  ura- 
nium stocks.  Forbes 
advised  readers  to 
shun  the  fad. 


May  1,1957 
May  14, 1990 

William  Zeckendorf  was  the 
Donald  Trump  of  the  1950s,  more 
cerebral  but  equally  brassy. 
Perhaps  because  we  predicted 
early  that  Zeckendorf  was 
headed  for  trouble,  we  were  alert 
decades  later  to  Trump's 
mounting  troubles. 
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BERTH  OF  A  NEW  ERA. 

I 

I    It's  comforting  news.  Our  State  of  the  art  Business 

uass  seats,  with  adjustable  footrests,  are  now  wider  dian 

ever  before.  Just  seven  per  row  on  the  747  and  six  per  row 

fflithe767 

'    Equally  comforting  is  the  feet  that  many  of  our  new 

seats  are  available  on  the  smoke-free  upper  decks  of  our 

vast  747  fleet. 

I    Connoisseur  Classf"  offered  only  by  United.  Where 

attention  to  detail  elevates  international  business  class  to 

its  highest  form  of  civility  Available  on  all  trans-Adantic, 

trans-Pacific  and  selected  flights  to  South  America. 

Come  fly  die  airline  diat's  uniting  die  world.  Come 
fly  the  friendly  skies. 


KHk 


UniTED  AIR  LI  RES 


^ 


/ 


V^'^i 


♦  75 


Against  the  grain 


December  1,1969 
Wall  Street  bought  the  myth 
that  Litton  Industries  was  a 
supercompany.  Forbes 
shattered  the  myth. 


August  15,  1970 

Although  an  early  booster  and  follower  of 
mutual  funds,  Forbes  hasn't  hesitated 
to  say  so  when  they  flubbed. 


,UU1,'l«T3/S^ENTV^VECEKT8 

Forbes 
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July  1,1973 

When  Avon  Products  stock  was  defying 

gravity,  Forbes  looked  behind 

the  glamour.  Verdict:  Sell. 
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Imagine  Owning  A  Plain  Paper 
Color  Copier  For  Only  $738  Per  Day 


FREE 

Award  Winning 

Video 


RICOHNCIOO 
Full  Color  Copier 


'  Cost  per  day  estimate  based  on  suggested  retail  price  for  mainframe  over  a  5  year  period . 

*  Cost  per  cop5'  estimate  based  on  toner,  developer  and  drum  for  a  color  copy  using  30%  linage  area. 


RicohHasMadeltARealify 

Imagine  being  able  to  make  plain  paper  color  copies  for 
less  than  10  cents**  per  copy  without  leaving  your  office. 

Think  of  all  the  travel  time,  labor  costs 
and  outside  vendor  costs  you  could  save. 

Imagine  how  much  more  effective 
your  company  reports  and  presentations 
would  be  with  such  economical 
color  charts  and  graphs. 

You'd  have  the  convenience  of  an  in-house 
color  copier  equipped  with  an  automatic  reverse 
document  feeder.  With  sorting  and  editing 
functions.  And  with  the  capability  to  make  24 
black  and  white  copies  per  minute. 

Now  imagine  putting  this  inexpensive  NClOO 
color  copier  in  your  office  for  only  $7.38  per  day 

Call  1-800-63-RICOH,  ext.  1265  and  make  it  a  reality 

And  if  you  call  now  we'll  send  you  a  free  award  winning 

video  that  highlights  a  multitude  of  ingenious  uses  for  the 

NClOO  color  copier  in  your  business. 

KD(g(Dffl^ 

Where  Imagination  Becomes  Reality 

1-800-63-RICOH 


ext.  1265 
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Against  the  grain 


July  24, 1978 

December  5, 1983 

April  9, 1984 

November  19,  1984 

March  16, 1992 

LBOs  and  Michael  Milken:  Forbes' 

Ben  Weberman  was  the  first  reporter  for  a  major 

publication  to  discover  Michael  Milken,  and 

subsequent  Forbes  articles  followed  his  career. 

Earlier  we  were  the  first  to  see  the  huge 

potential  in  leveraged  buyouts — even  ahead  of  The  Street 


The  IMonev  IVlen 


If  it's  high  quality,  Mike  Milken  isn't  inter- 
ested. He  figures  low  quality'  pays  better. 


The  king 
of  the  BBS 


CONSIDERING  that  he'&  neither  i 
rock  sur  nor  i  negligence  law- 
yer, Michael  R  Milken  is  do- 
ing pretty  well  for  himself  He  may 
not  be  the  highest-paid  executive  in 
the  U.S  ,  but  fur  age  37  he's  noi  doing 
too  badly  f^oRBEs  figures  that  Milken 
earned  well  over  12  million  last  year 


without  stock  options^ — and  we  are 
being  conservative  His  employer,  the 
Wall  Street  investment  house  Drexel 
Burnham  Lambert,  inc. 

Milken  makes  a  lot  more  money 
than  his  nominal  boss  "I'm  36th 
from  the  top  in  pay  with  this  firm," 
says  Drcxci's  chairman  and  CEO, 
Robert  Linton,  "and  I'm  quite  happy 
with  the  arrangement  " 


What's  he  happy  about'  What  kind 
of  )ob  is  worth  all  that  money'  Milken 
runs  a  staff  of  125  in  Los  Angeles, 
underwriting  and  trading  high-yield, 
low-rated  corporate  bonds  Nothing 
gilt-edged  These  are  bonds  owed  by 
companies  in  trouble  or  lust  getting 
started  Is  there  money  in  this  stuff 
Must  be  People  who  know  say  that 
each  of  Milken's  3S  professional  statl- 
ers  makes  about  JI50,000  a  year, 
some  much  mure  As  a  group  the  1 2S 
cost  Drexel  Bumham  something  like 
$8  million  a  year  Nobody  pays  out 
money  like  that  if  it  doesn't  come 
back  with  interest 

And  get  it  back  the  firm  does  Al- 
though a  diversified  investment 
house,  Drexel  Burnham  makes  its  big 
money  in  trading  and  underwriting, 
and  trading  and  underwriting  arc 
what  Milken's  operation  is  all  about 
It  was  the  lead  or  sole  manager  lor 
two  thirds  of  the  $6  4  billion  of  BB 
rated  and  Bratcd  bonds  or  bond-war- 
rant units  brought  to  market  in  this 
country  during  the  first  ten  months  of 
this  year  That  S4  2  billion  compares 
with  $491  million  for  second-place 
Bear,  Steams  &  Co  and  S472  million 
for  third-place  First  Boston 


Drexel  Bumham's  Michael R  Mtlken 

Whmi  kUiM  qfi«*  I*  worth  mtt  thmt  iMMy? 


FORBES,  DECEMBCA  S   IVM) 
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Because 

vacations 

don't 

come 

often 

enough 

to  spend 

them 

anywhere 

else. 


For  a  vacation  that's  everything  you  want 
it  to  be,  Marriott  Resorts  has  everything.  A 
world  of  choices... 24  resorts  where  you'll 
find  just  the  vacation  you're  looking  for. 
And  people  whose  only  concern  is  to  make 
your  vacation  something  special.  If  you're 
thinking  about  getting  away  include 
Marriott  Resorts  in  your  vacation  plans. 

To  take  advantage  of  special  summer 
values,  call  your  travel  agent  or 
1-800-228-9290 

Where  people  really  care 
if  you  have  a  good  timer 


Harriott 


RESORTS, 


iabama  The  Grand  Arizona  Camelback  Inn  •  Mountain  Shadows  California  Desert  Spnngs  •  l^ncho  Las  Palmas  Colorado  The  Mark 
Florida  Bay  Point  •  Casa  Marina  •  Daytona  btach  •  Harbor  Beach  •  Marco  Island  •  Orlando  World  Center  •  Sawgrass  Hawaii  Maui 
Missouri  Tan-Tar- A  New  Jersey  Seaview  South  Carolina  Hilton  Head  Australia  Surfer's  Paradise  Barbados  Sam  Lord's 
Bermuda  Castle  Harbour    Mexico  CasaMagna,  Cancun  •  CasaMagna,  Puerto  Vallarta    St.  Thomas,  USVI  Frenchman's  Reef  •  Morning  Star 


Against  the  grain 


August  18, 1980 

Too  bad  the  State  Department 
didn't  heed  our  1980  cover 
warning  Saddam  Hussein 
was  murderous  and 
undependabie  scum. 


How  do  you  win  at  the  new  issues  game? 
Read  the  prospectus?  Listen  to  your  broker? 
Play  the  odds?  Look  at  the  underwriter? 


Pick  a  name 


More  downs  than  nps 


Below,  the  record  for  initial  offerings  from  the  biggest  new  issue  houses  this 
year.  Picking  the  right  issue  was  as  chancy  as  picking  an  underwriter:  E.F. 
Hutton,  for  instance,  saw  its  best  stock  rise  174.5%,  its  worst  fall  73.2%. 


Lead  manager 


Number 
of  i»ue( 
lead  mgr 


Average 

gain/IoM 

per  thare 

from  oHetiog 

to  10/21/83 


Corresponding 

gain/loit  Net 

SliP's  400  diHcrence 


EF  Hutton 
Hambrecht  &  Quist 
Drexel  BumJiam 
Alex.  Brown  &.  Sons 
Dean  Witter 


22 

6 

12 

16 

6 


22.42% 
10.15 

9.25 

2.94 

1.70 


5.45% 

3.46 

0.87 

2.94 

4.10 


16.97 

6.69 

8.38 

0 

-2.40 


Salomon  Brothers 
Goldman,  Sachs 


1.44 
0.23 


4.63 
-0.38 

1  nr\ 


-3.19 
0.61 
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July  16, 1984 

Too  bad  more  investors  didn't 
heed  our  warnings  against 
penny  stock  brolter 
Robert  Brennan. 


November  21, 1983 
"You  can  get  badly 
burned  in  hot  new  is- 
sues," Forbes  warns— 
in  the  IPO  crazes  of  1961, 
1969  and  again  in  1983. 
in  1985  Forbes  launches 
the  first  IPO  database. 
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SEND  us 

MORE 

CHALLENGES. 


There's  a  spirit  in  our  company.  A  belief 
that  when  you  work  harder,  work  smarter  and 
work  as  a  team,  there  isn't  a  challenge  that 
can't  be  met. 

It's  the  Raytheon  Spirit. 

It's  a  "can-do"  spirit  that's  part  of  every 
Raytheon  company,  and  it  produces  results: 

•  To  help  clean  the  air  we  breathe,  our  United 
Engineers  &  Constructors  subsidiary  is  assisting 
utilities  to  meet  strict,  new  clean  air  regulations 
cost  effectively. 

•To  help  detect  deadly  windshear  near  air- 
ports, Raytheon  has  developed  Terminal  Doppler 
Weather  Radar.  Now  air  traffic.controllers  can 
warn  pilots  away  from  these  threats. 

•  To  help  meet  tougher  automotive  emission 
standards,  our  Badger  Company  has  been  select- 
ed to  license  the  Mobil  Benzene  Reduction 
Process  (MBR)  which  will  help  reduce  the 
concentration  of  this  compound  in  gasoline. 

•  To  help  train  U.S.  Air  Force  pilots.  Beech 
Aircraft  is  producing  the  Jayhawk  T-1  A,  a  mili- 
tary version  of  its  successful  Beechjet  400A. 

•To  help  the  troops  of  Desert  Storm  defend 


against  Scud  missiles,  the  people  of  Raytheon 
worked  around  the  clock  and  delivered  over  500 
Patriot  missiles  to  the  Gulf  before  the  first  Scuds 
were  ever  launched. 

Not  all  our  challenges  are  as  dramatic  as 
these.  But  one  way  or  another,  they  all  lead  to 
better  products  and  better  services. 

At  Amana,  we're  turning  out  more  energy 
efficient  appliances.  At  our  Cedarapids  sub- 
sidiary, we're  developing  technology  and  equip- 
ment to  make  the  rebuilding  of  our  infrastructure 
more  affordable.  And,  in  defense  electronics, 
we're  continuing  to  excel  in  producing  and 
upgrading  proven  tactical  defensive  systems  for 
the  military. 

There  are  strong  advantages  to  being  a  com- 
pany that  can  handle  so  many  different  chal- 
lenges in  so  many  different  fields.  We  are  able  to 
share  brainpower  and  technologies  across  the 
company.  And  we  are  able  to  increase  efficien- 
cies while  decreasing  costs. 

The  advantages  all  add  up  to  improvements 
to  our  bottom  line.  Every  year,  for  the  past  seven 
years,  Raytheon  has  reported  record  sales  and 
record  earnings. 

We  thrive  on  challenges.  Send  us  more. 


Raytheon 


WE  THRIVE  ON  CHALLENGES 

Amana  Refrigeration,  Inc.  •  The  Badger  Company,  Inc.  •  Beech  Aircraft  Corporation  •  Caloric  Corporation  •  Cedarapids,  Inc.  •  D.C.  Heath  and  Company 

Raytheon  Europe  •  Raytheon  Marine  Company  •  Raytheon  Service  Company  •  Seiscor  Technologies  •  Semiconductor  Division  •  Sorensen  Company 

Speed  Queen  Company  •  Switchcraft,  Inc.  •  United  Engineers  &  Constructors  International,  Inc. 


♦  75 


Against  the  grain 

December  19, 1983 

November  30, 1987 

Good  calls:  In  1983  FORBES  sounds  the 

alarm  against  real  estate  tax  shelters. 

After  the  October  1987  crash,  pundits 

panic  about  a  forthcoming 

depression.  Forbes  says:  Stay  cool. 


^^'-'^^t  way  for  ^  — 

r^»i  estate  ihelLf^'^^r  to  offer  /A 

y  syndications^ 

t^n!"^  Who  sold 
i®  tourists  iitf5?J^« 

°"<:hiae  and  th    ?^ —^ 


."■^"-"e^d^iV 


February  11, 1985 
In  this  classic  article, 
James  Cook  explained 
how  the  nuclear  power 
industry  dug  its  own  grave. 


'     -f^  you  can't.        **>'   But  od.erw.« 

*'^  biJI.on  ,s  a  M^/"'"'   Now 
»  •  "  IS  belpmg 


Forbes 


NUCLEAR  FOLLIES 

The  failure  of  the  I  .S.  nuelear 
poncr  pniKfam  ranks  as  (he 
largest  managerial  disaster  in 
business  histor>,  a  disaster 
on  a  monumental  scale.  1  he 
utility  industry  has  already 
invested  $125  billion  in  nu- 
clear power,  with  an  addition- 
al $14«  billion  to  come  before 
the  decade  is  out,  and  only  the 
blind,  or  the  biased,  can  now  think 
that  most  of  the  money  has  been  well 
spent.  It  is  a  defeat  for  the  I  .S.  con- 
sumer and  for  the  competitiveness  of 
U.S.  industry,  for  the  utilities  that  un- 
dertook the  program  and  for  the  private 
enterprise  system  that  made  it  possible. 
Without  even  recognizing  the  risks,  the  U.S. 
electric  power  industry  undertook  a  commit- 
ment bigger  than  the  space  program  ($100 
billion)  or  the  Vietnam  War  ($111  billion) 


Hill 
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For  nearly  a  century  and  a  half,  the  Shield  has  t>een  poised 

not  to  do  battle  but  to  defend. 
Protecting  business  and  home,  property  and  possessions. 
A  worldwide  symbol  of  an  organization  with  a  rich  history 

as  legacy  And  a  bright  future  as  promise. 
Strong.  Stable.  Steadfast. 
Royal  Insurance.  Your  shield  against  the  unexpected. 


••••• 


Royal  Insurance 


Your  Shield  Against 
THE  Unexpected. 


♦  75 


Against  the  grain 


! 


I  he  1 II lids 


Our  advice  to  forlorn  holders  of  junk  bond 
mutual  funds.  Hold.  To  others:  Buy.  The 
recent  market  collapse  has  squeezed  out  a 
lot  of  the  risk  in  a  junk  portfolio. 

Why  you  should 
buy  junk  now 


■j  vmiiB  BaMvlD 


THt  T[ME  TO  BUY  StOCltS  IS  whcn 
fear  IS  pervasive — when  yoxu 
h^nd  trembles  as  you  rc^ch  for 
the  phone  to  call  your  broker  Read 
the  h^tadhnes  being  printed  about 
highyicld  bonds  these  days  and  you 
probably  arc  that  fearful  The  leading 
|unk  broker  goes  bankrupt,  the  thnfts 
are  under  federal  mandate  to  liquidate 
their  )unk  bond  portfolios,  the  Securi- 
ties &.  Exchange  Commission  is  in- 
vestigating whether  fund  managers 
took  kickbacks  from  Drexel  to  buy 
iunk,  and  some  big  issuers  of  iunk 
bonds  are  in  default  or  on  the  verge  of 
it.  The  fear  is  there  It  is  a  buy  signal. 
If  you  don't  like  psychological  sig- 
nals, go  for  this  fundamental  one: 


Iunk  yields  are  avciagmg  almost  sev- 
en percentage  points  above  Treasury 
yields.  That  spread  is  wide  enough  to 
offset  the  high  (4%  last  year|  and 
growing  default  rate 

Bui  don't  buy  mdividuat  iunk 
bonds  It  IS  almost  impossible  to 
know  which  are  sound  and  which  are 
not  furthermore,  unscrupulous  issu- 
ers are  going  to  try  to  force  a  lot  of 
iunk  bond  holders  to  surrender  theu 
bonds  at  pnces  way  below  par,  When 
we  say  buy  iunk.  therefore,  we  mean 
iunk  bond  funds  Let  the  fund  profes- 
sionals weigh  the  credit  risks,  fight 
greedy  issuers  and  give  you  the  broad 
diversihcation  of  hundreds  of  issues 

Here  are  the  negatives  Sellmg  pres- 
sures will  continue  for  a  year  or  two, 
from      several      quarters.      Kenneth 


Thomas,  a  thrift  consultant  in  Miami, 
calculates  that  between  them  the 
thrift  industry  and  the  Resolution 
Trust  Co  had  $11  billion  of  iunk  on 
hand  as  of  Dec.  31,  all  destined  for 
sale  Further  sell  orders  will  come  in 
from  some  sick  insurance  companies 
and  a  few  junk-fund  shareholders  who 
are  only  now  waking  up  to  their  losses 
of  pnncipal 

At  the  same  time,  though,  some 
deep  and  patient  pockets  are  putting 
in  buy  orders.  Among  the  rumored 
iunk  buyers  arc  the  General  Motors 
pension  fund,  cash-nch  raider  Carl 
Icahn  and  various  equity  players  who 
see  |unk  as  a  sometimes  cheap  alter- 
native to  equity,  includmg  fund  man- 
agers Enc  Ryback  of  the  Lindner 
funds  and  Michael  Price  of  the  Mutu- 
al Series  funds. 

"Our  thesis  has  always  been  that 
[junk  bonds)  were  m  effect  equity. 
The  reason  we  didn't  own  them  was 
that  they  were  equities  with  fixed- 
mcome  returns,"  says  (uhan  Robert- 
son, the  hedge  fund  operator.  "But 
now  the  returns  are  better  than  in 
other  equities"  This  very  shrewd  m- 
vcstor  IS  buymg  selected  issues 

How  might  Graham  and  Dodd  view 
the  iunk  market,  if  they  were  alive' 
Probably  as  overpnced  a  year  ago  and 
fairly  cheap,  but  not  screammgly 
cheap,  today  The  following  analysis 
of  the  largest  issuer,  rir  Nabisco, 
comes  courtesy  of  Patrick  Duff,  Rob- 
ertson's iunk  analyst  at  Tiger  Man- 
agement m  New  York  City 

rjr's  tobacco  busmess  should  deliv- 
er operating  profits  [earnings  before 
mteresi,  taxes  and  depreciauon)  of 
S2.9  billion  this  yeai,  and  would  be 


A  Short  list  of  Junk  bond  funds 


"1 


Recent  price  declines  in  the  junk  maikei  have  de-  largest  no-loads  and  the  four  best-performing  out  of  a 
pressed  funds'  historical  returns,  but  ought  to  prime  very  targe  group  of  load  funds.  Unless  you  need  hand- 
them  for  good  returns  in  the  future.  Herewith  the  four    holding  from  a  broker,  stick  to  no-load  funds. 


[uaualiied)       Yield' 


Manager  lycan  id  potnlon) 


g,J,..t,rfHi>>.  Vi>IHT».» 


JTM.At,n/m.rLr.,..l,.„ 


April  30, 1990 
When  everyone  was  sour 
on  junk  bonds  in  early  1990, 
Forbes  said:  Buy. 


September  17, 1990 

In  1990  we  desanctified  Ralph  Nader 

by  exposing  his  links 

to  trial  lawyers. 


March  2, 1992 
We've  kept  up 
with  shifts  in  the 
entertainment 
business,  fast 
growing  in 
importance. 


October  29, 1990 
We  were  well  ahead  of  the 
curve  on  California's  mounting 
economic  woes. 
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THE  PFIZER  HEALTHCARE  SERIES 


ISbu  can  tell 
high  blood  pressure 
by  these  symptoms: 


(Very  often,  there  are  none!) 


Ifs  hard  to  believe  that  over  35  million  Americans  have  a  dangerous  disease. .  .very 
often  without  a  symptom.  But  that's  what  high  blood  pressure  (hypertension)  is  like. 
A  hidden  illness,  yet  one  of  the  easiest  to  detea— and  to  treat.  Untreated,  it  can  afFea 
your  brain  (stroke),  your  vision,  heart  (infarction),  blood  vessels  and  kidneys.  Anyone 
can  be  affected,  although  factors  such  as  age,  sex,  race  or  family  background  play  a  role. 

Fortunately,  there's  plenty  that  can  be  done  to  treat  this  condition.  Only  your 
doctor  can  diagnose  hypertension,  but  you  can  help  head  it  off  through  healthier  liv- 
ing—reducing weight,  cholesterol,  salt  intake,  stress,  anxiety  and  stopping  smoking.  An 
improved  lifestyle,  and  blood  pressure-controlling  medicines  can  substantially  lower 
your  risk  for  heart  attacks  and  stroke.  But  the  first  step  is  to  see  your  doaoc 

For  a  poster-sized  reprint  of  this  message,  write:  Pharmaceuticals  Group, 
Pfizer  Inc,  P.O.  Box  3852H,  Grand  Central  Station,  New  York,  NT  10163. 

inth^^est  dlf^^i       Pharmaceuticals 


(J^^ 


of  better 

health  fiom        ^  ^^^  A  PARTNER  IN  HEALTHCARE^ 


James  H.Amos  Jr. 

^^^^^^^^^^^^^KV 

Mr.  Amos 

^^HH' 

President, 
International  Division, 

^^^^K 

I  Can't  Believe  It's  Yogurt, 
Dallas,  TX 

^^HR 

Member:  International 
Trade  Association 

^^^Q 

Globetrotter- aisle  seat 

^HHH! 

Never  a  belt, 
always  braces 

^HH 

Bom  leader 

^^^^Bh 

Quick  wit 

^^^I^B 

Impassioned  speaker 

^^^^^H 

Tenacious  negotiator 

^^1 
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Jim 

Dad 

Husband,  son, 
father  of  the  bride 

Ex-Marine,  captain. 
Purple  Heart,Vietnam 

Author:"The  Memorial" 

Self-proclaimed 
world-class  barbecuer 

Musician:  sax, 
clannet,  flute 

Great  pool  party  host 

Between 
motorcycles-briefly 

1989  Minnesota  doubles 
handball  champion 


DaleG.aidwell 

Mr.  Caldwell 

Consulting  Mgr., 

Deloiue  &  louche, 

Parsippany,  NJ 

MBA.Whanon 
School  of  Business 

Certified  Financial 
Planner 

Immaculate  office 

Dark  suit,  red  tie 

At  home  behind 
the  podium 

Have  laptop.will  travel 

All  airhne  and  hotel 
frequent  user  clubs 
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Dale 
Son,  brother,  boyfriend 

^.■ 

^ 

Triathlete 

*r 

Certified  tennis 

teaching  professional 

Numismatist 

/'    .' 

Finance  Committee: 

A    '   '" 

First  United 

Methodist  Church 

^H 

Homeowner 

•';^^ 

Struggling  handyman 

=t^ 

Full  social  calendar 

r^^ 

Bicycle  rider:  500-mile 

-3*  _ 

benefit  for  runaways 

:3:lilB3 
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Behind  the  6.6  million  business  professionals  who  read  USA  TODAY  each  day  you'll  find  6.6  million  consumers  who  play 
as  hard  as  they  work.  Day  after  day,  this  highly  desirable  audience  spends  34  minutes  with  the  news  we  report. 
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ANNIVe 


Poachers  have  depleted  Africa's  elephant  population 
by  half  in  eight  years.  Why  are  the  tuskers 
increasing  in  Zimbabwe? 
In  good  part  because  they  have  been  privatized. 

Save  the 
elephants ! 


By  Richard  C.  Morals 

After  you  read  this  story  you  will 
understand  why  ordinary  folks  in  Afri- 
ca don't  feel  quite  so  romantic  about 
wildlife  as  American  city  dwellers  do. 

One  day  recendy  the  roar  of  rogue 
elephants  woke  Chief  Sinagatenke 
from  a  sound  sleep.  Scrambling  from 
their  huts,  he  and  his  fellow  villagers 
yelled  and  banged  tin  pails,  but  it  was 
no  use.  The  elephants  tore  the  roofs 
off  huts  and  grain  storage  units,  eat- 
ing a  season's  supply  of  food. 

The  huts  could  be  repaired,  but  the 
food  was  a  more  serious  matter  for  the 
villagers.  Sinagatenke  and  the  664 
families  in  his  village  in  the  Tyunga 
ward  near  Lake  Kariba  in  northwest- 
ern Zimbabwe  scratch  a  living  out  of 
the  arid,  rocky  earth;  they  plant  corn, 
sorghum,  millet  and  watermelon.  If 
there  isn't  enough  food,  people  go 
hungry. 

It  often  comes  down,  then,  to  a 
struggle  between  man  and  beast  for 
food.  If  the  elephants  get  at  the  grain, 
the  children  don't  eat.  "Wildlife  is 
mosdy  responsible  for  our  starva- 
tion," complains  a  Sinagatenke  villag- 
er in  dusty  rags.  Not  just  elephants, 
but  all  the  creatures  that  swarm  in  the 
dense  brush  are  wildlife:  impala,  ba- 
boons, wild  pigs,  eagles. 

During  just  a  few  months  earlier 
this  year,  Tyunga  villages  of  a  few 
thousand  residents  fought  off  dozens 
of  attacks  from  hungry  animals:  buffa- 
lo, elephants,  hippopotamuses.  In 
March  two  grain  storage  units  were 
pulled  down  by  elephants  in  the 
neighboring  village  of  Chief  Siamupa; 
then  a  lion  killed  25  goats  in  one 
night;  a  hippo  returned  six  times  to 


one  field  of  corn.  These  attacks  are 
calamities  to  a  people  suffering  from 
malnutrition  and  protein  deficiency, 
85%  of  whose  children  have  bilharzia, 
a  painflil  urinary  parasite. 

"We  live  under  house  arrest,"  says  a 
Tyoinga  elder  standing  in  front  of  a 
circle  of  huts.  Nearby  an  old  woman  is 
smoking  a  water  pipe  made  from  a 
gourd.  "People  can  only  move  safely 
between  7  a.m.  and  6  p.m.  At  night 
we  shut  ourselves  in  our  houses." 

Animal  conservationists  rarely  ad- 
dress the  price  people  pay  living  with 
wild  animals.  They  are  appalled  when 
African  villagers  slaughter  wild  ani- 
mals. Perhaps  they  would  be  more 
understanding  if  they  shared  some  of 
the  villagers'  hunger. 

But  out  of  Africa  comes  new  hope 
that  ways  can  be  found  to  reconcile 
the  conflicting  needs  of  man  and  wild 
animals. 

Two  years  ago,  in  12  painfully  poor 
rural  districts  of  Zimbabwe,  the  gov- 
ernment turned  over  to  local  villages 
title  to  the  animals  that  roamed  over 
communal  lands.  Suddenly,  the  vil- 
lagers found  that  what  they  had 
thought  of  as  a  liability  could  be 
turned  into  a  valuable  asset. 

"The  idea  is  that  the  communities 
that  pay  the  price  of  living  with  wild- 
life [should]  also"  reap  its  financial 
rewards,"  says  Keith  Madders.  He's 
the  London-based  director  of  Zimba- 
bwe Trust,  a  lean,  no-nonsense  chari- 
ty that  is  helping  to  implement  the 
program  in  the  villages.  "Unless  you 
give  wildlife  economic  value,  con- 
vincing locals  [that  providing  for]  it  is 
the  best  use  of  their  land,  wild  animals 


will  not  survive." 

Put  simply,  the  villagers  have  found 
how  to  earn  money,  not  from  hides 
and  tusks,  but  from  outianders 
hungry  for  the  sight  of  real  wild  ani- 
mals. In  1991  Tyunga's  local  council 
put  up  for  bid  the  region's  hunting 
rights.  That  year  a  safari  operator  paid 
$63,600  for  the  franchise.  This  year 
there  was  a  bidding  war  and  the  hunt- 
ing package  went  for  $350,000.  You 
can  buy  a  lot  of  food  for  that  mucH 
money  in  Africa. 

European  and  American  hunters 
have  been  forking  over  as  much  as 
$40,000  for  the  privilege  of  shooting, 
say,  an  elephant  or  some  other  spe- 
cies, such  as  a  wildebeest,  an  impala  or 
a  warthog.  In  the  past  such  money 
disappeared  into  Zimbabwe's  trea- 
sury. From  there?  In  Africa,  often  as 
not,  into  private  pockets.  The  villag- 
ers rarely  saw  a  dime.  "Now  every- 
body realizes  the  potential  of  wild 
animals,"  says  the  chairman  of  C<om 
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A  charging  elephant 

No  longer  pests  but  valuable  assets. 


munal  Areas  Management  Program 
for  Indigenous  Resources — or  Camp- 
fire,  for  short — as  the  privatization 
effort  is  called. 

In  lune  Chief  Sinagatenke's  village 
got  $1,000,  its  share  of  the  first 
Campfire  cash  installment  for  1992. 
In  a  raucous  democratic  process,  his 
village  decided  to  invest  $747.60  in 
grain,  to  get  the  village  through  the 
drought;  to  put  $98  into  a  bank  ac- 
count; to  use  $22  to  transport  village- 
elected  Campfire  officials  to  district- 
level  meetings;  the  rest  went  on  a 
village  celebration.  This  reporter 
watched  the  festivities  sitting  under  a 
torn  tarp  with  elders  and  chewed  on 
salty  pieces  of  buffalo  and  goat.  "We 
no  longer  wait  for  handouts,"  said  the 
local  Campfire  chairman,  who  is 
known  simply  as  Mudenda.  Verbally 
and  in  writing,  all  the  funds  were 
accounted  for  to  the  penny. 

It's  the  old  story:  People  will  almost 
always  take  better  care  of  their  own 
property  than  they  will  of  someone 
else's — a  lesson  the  former  socialist 
countries  have  learned  the  hard  way. 
Whereas  killing  animals  was  an  act  of 
survival  for  the  villagers  in  the  past, 
today  it  amounts  to  destruction  of 


Elephant  entering  a  town  near  Lake  Kariba 

"Wildlife  is  mostly  responsible  for  our  starvation." 
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Health  insurance  covered  your  surgery.  life 
insurance  protects  your  family.  Car  insurance 
guards  tlie  old  jalopy.  Your  homeowner's  policy 
even  protects  the  ciiair  you're  sitting  in. 

AU  you  can  lose  is  the  nest  e^  dSit  lets  you 
sit  there. 


Can  you  insure  your  nest  egg?  Absolutely  Next  time  you  buy  municipal  bonds,  make 
sure  they  come  with  MBIA  insurance.  Whatever  may  happen  to  the  city  or  state  that 
issued  your  bonds — your  checks  keep  coming.  Both  Moody's  and  Standard  &  Poor's  give 
their  highest  rating,  Triple-A,  to  bonds  that  we  insure. 

Our  protection  is  very  reasonable.  For  the  average  $1,000  bond,  you  give  up  less  than 
five  dollars  in  interest  income  per  year  Speak  with  your  financial  advisor  Find  out  how 
'.  MBIA  can  help  to  make  your  investments  even  safer  than  your  easy  chair 

Municipal  Bond  Investors  Assurance  Corporation,  113  King  Street,  Armonk,  New  York  10504 


FREE  CATALOG 


America's  Best-Loved  Gifts! 

Over  200  gift  ideas  to  make  your  holiday 
giving  easy  —  from  our  famous  Royal 
Riviera*  Pears  and  Fruit  Baskets  to 
our  homestyle  Desserts,  Confections, 
Gourmet  Meats,  Flowering  Plants 
Eind  Decorative  Accents.  Healthful 
Gifts,  too,  including  our  legendciry 
Fniit-of-the-Month  Club?  Selections 
from  $10  to  $300.  To  request  your  FREE 
gift  catalogs,  call  1-800-547-3033  or  write: 

Dept.  2322-7.  Medford.  Oregon  97501 
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Culled  elephants 

A  trade  ban  in  ivory  won't  work. 


their  own  propertx.  So  they  find  ways 
to  protect  their  homes  \\'ithout  killing 
animals.  Recently,  families  in  Chief 
Sinagatenke's  village  secured  them- 
selves behind  an  electric  fence  fijnded 
by  the  U.S.  Agency  for  International 
Development.  The  14-mile-long 
fence  protects  some  19  square  miles 
of  land  with  6,500-volt  batteries 
charged  by  solar  energ\'.  "Elephants 
are  learning  that  the  fence  shocks  and 
are  beginning  to  fear  it,"  wrote  G. 
Moyo,  a  fence  minder,  in  a  report. 

The  village  is  spending  its  own 
money  to  maintain  the  fence.  The 
Tonga  tribespeople  ha\e  voluntarily 


put  themselves  and  their  crops  behind 
it,  allowing  the  wildlife  to  roam  fi-ee. 
What  a  change  in  worldview  for  these 
people. 

The  principles  behind  Campfire  are 
not  new.  They  were  first  introduced 
back  in  1975  when  Zimbabwe  was 
still  white-ruled  Rhodesia.  In  a  move 
unusual  for  Africa,  Ian  Smith's  gov- 
ernment granted  large  landholders 
ownership  rights  to  the  wildlife  on 
their  property.  A  robust  game  hunt- 
ing market  quickly  developed.  When 
President  Robert  Mugabe's  black 
government  took  over  in  1980,  he 
wisely  continued  the  program.  But  it 


ant  remains 
Villagers  are  now  turning  in  poachers. 
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We're  Taking  Free  Enterprise 
To  the  Comers  of  the  World 

The  1990s  have  brought  us  a  world  hungry  for  personal  freedom.  Around  the  globe, 

people  are  searching  for  opportunity,  financial  rewards,  and  personal  fulfillment  -  the 

bounties  of  free  enterprise  that  Amway  has  shared  for  over  30  years. 

Through  more  than  two  million  independent  distributors  operating  in 

50  countries  and  territories,  the  Amway  opportunity  is  reaching 

comers  of  the  world  we  once  only  imagined. 

We're  changing  the  shape  of  the  business  world. 


Amwayd 
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Elephants 


was  restricted  to  private  land.  The 
wildlife  on  the  vast  acreage  of  com- 
munal land  was  still  considered  the 
property  of  the  central  government, 
and  it  was  Harare  that  reaped  the  cash 
harvest. 

But  even  with  this  limited  applica- 
tion of  the  privatization  principle, 
Zimbabwe's  elephant  population  is 
up  to  77,000  now,  from  32,000  in 


1960.  In  the  rest  of  Africa,  where  wild 
game  belongs  to  the  state,  the  story  is 
different.  Poachers  halved  the  ele- 
phant population  in  Africa  from  an 
estimated  1.2  million  in  1981  to 
623,000  just  eight  years  later. 

And  yet  such  is  the  statist  orienta- 
tion of  most  international  environ- 
mental organizations  that  they  con- 
tinue to  promote  failed  policies.  In 


Villagers  receiving  cash  dividends 
§   from  safaris  (above);  an  electric 
I  fence  protecting  crops 
i   A  change  in  woridview. 


1989  animal  conservationists  backed 
by  sympathetic  but  ignorant  media 
coverage  in  the  West  convinced  the 
Convention  on  International  Trade 
in  Endangered  Species  in  Flora  & 
Fauna  (Cites),  an  international  body, 
to  ban  all  trade  in  elephant  products. 
At  one  stroke  of  the  pen  consciences 
were  appeased.  The  West  had  done  its 
part  in  saving  the  elephant. 

But  the  depredations  on  poor  vil- 
lagers continued.  And  so  did  the 
temptation  for  them  to  hunt  illegally 
for  sale  to  smugglers. 

"There  is  no  evidence  that  long 
term  a  ban  in  ivory  will  work,"  says 
Andre  DeGeorges,  an  environmental 
consultant  in  Africa.  According  to 
Elephants,  Ivory  and  Economics,  an  in- 
depth  study  by  four  respected  British 
academics,  the  crash  in  the  price  of 
ivory  was  the  result  of  massive  stocks' 
being  liquidated  just  prior  to  the  ban, 
and  a  genuine  drop  in  demand  for 
ivory  in  Europe  and  the  U.S.  because 
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In  1913,  when  football  history  was  made,  Allendale 
had  been  tackling  loss  control  problems  for  78  years. 


Notre  Dame  at  Army.  A  tough  fight.  Until  Notre  Dame 
unleashed  its  secret  weapon—  the  forward  pass.  In  the  last  half, 
quarterback  Gus  Dorais  and  star  receiver  Knute  Rockne  dazzled  the 
crowd.  Thirteen  passes,  10  completions.  And  .'-hen  Notre  Dame 
engineered  its  35-13  triumph  over  Army,  Allendale's  engineers  had 
been  leading  a  winning  team  for  78  years. 

Today  at  Allendale,  we  continue  to  shape  the  history  of  loss  con- 


trol with  engineering,  training,  research  and  testing,  responsiveness 
and  fairness  in  the  way  we  do  business.  After  a  century  and  a  half, 
that  part  of  our  philosophy  is  not  about  to  change.  Allendale 
Insurance,  P.O.  Box  7500,  Johnston,  Rhode  Island  02919. 

Allendale  Insurance/Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 


Spain's  Largest 
Financial  Institution 


Argentaria,  Spain's  largest  and  most  diversified  banking  and  financial  corporation,  brings  together  the 

country's  leading  specialist  banks  into  one  dynamic  organization,  to  offer  clients  strategic  business 

advantages  from  its  broad  range  of  banking  and  financial  services. 


A  Wider  Range  of  Services. 


Argentaria,  through  its  subsidiaries,  offers  truly  global  services  ranging  from  Foreign  Exchange, 

Treasury  and  Investment  banking  to  Commercial  banking.  Insurance  and  Real  Estate  finance,  as  well  as 

International  Trade  finance.  Asset  management  and  Project  financing. 


More  Rational  and  Efficient  Services. 


Argentaria's  business  is  based  on  the  integral  management  of  core  financial  banking  groups.  Our 

diversity  enables  us  to  have  direct  access  to  business  areas  and  markets  where  we  enjoy  significant 

competitive  advantages.  These,  in  turn,  enable  us  to  pass  on  to  our  clients  more  rational, 

more  efficient  services. 


Global  Accessibility. 


Argentaria  provides  its  services  in  28  countries  around  the  world  through  Banco  Exterior  de  Espaiia  (BEX). 

The  Group's  activities  are  focused  strongly  in  the  Americas,  through  our  BEX  America  network  of 

subsidiaries,  agencies  and  offices,  as  well  as  Europe  and  the  Far  East. 


Financial  Strengths. 


Our  total  assets,  currently  standing  at  $90  billion,  and  our  equity  capital  of  $6  billion,  provide  the 
financial  stability  you  can  depend  on  worldwide.  And  the  knowledge  that  whatever  the  scope 
'  of  your  business,  we're  behind  you  all  the  way. 

For  your  presentation  pack  on  Argentaria  call  (212)  688  7500  today. 
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A  European  Power  In  Worldwide  Banking 


BEX  America,  645  Fifth  Avenue,  New  York,  NY  10022.  Tel  (212)  688  7500.  Fax  (212)  308  0422. 


MIRADOR 

ALBEMARLE  COUNTY  -  CHARLOTTESVILLE,  VIRGINIA   ▼   CIRCA  1832 
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A  Virgmia  Historic  LandmariL  The  Girlhood  Home  of  Lady  Aslor. 

Offered  for  sale:  this  magnificent  375-acre  estate  at  the  foot  of  the  Blue  Ridge  Mountains 
features  a  carefully  renovated  19-room  Georgian  brick  manor  house,  surrounded  by  terraced 
lawns,  landscaped  gardens,  rich  farmland  and  fenced  pasture  -  perfect  for  horse  or  cattle 
operation.  Many  dependencies,  including  9  staff  or  rental  houses,  2  greenhouses,  pool, 
tennis  court,  indoor  paddle  tennis  and  sports  facility.  Large,  pristine  bam  complex  with 
cobblestone  courtyard.  Located  20  minutes  from  Charlottesville;  2  hours  from  Washington's 
Dulles  International  Airport.  For  information  call  Daniel  O'Neill  (804)  977-6788. 

Elephants 

of  the  adverse  publicity. 

The  bulk  of  the  ivory  market  is  not 
there,  however,  but  in  Asia,  where 
ivory  stamps  are  a  status  symbol.  In 
the  East  there  is  little  sign  the  ban  has 
reduced  demand,  say  the  academics. 

In  Ndebele,  a  principal  language  of 
♦^  Zimbabwe,  the  word  for  wildlife 
(nyamazana)  means  "the  meat  that 
walks."  It  is  naive  to  think  that  Afri- 
cans on  the  edge  of  starvation  will  not 
satisfy  Asian  demand  for  ivory  and  will 
not  use  weapons  to  defend  their  chil- 
dren's food  against  marauding 
animals. 


"We  live  under  house 
arrest,"  says  a  Tyunga 
elder.  Nearby  an  old 
woman  is  smoking  a 
water  pipe.  "People  can 
only  move  safely  between 
7  a.m.  and  6  p.m." 


In  short,  the  politically  correct  so- 
lution— government  action — doesn't 
work.  In  1970  there  were  65,000 
black  rhinos  in  Africa;  today  there  are 
probably  fewer  than  4,000.  A  total 
ban  on  black  rhino  horn  has  been  in 
effect  for  almost  two  decades. 

These  bans  on  wovy  and  other  such 
products,  so  beloved  of  environmen- 
talists who  do  not  have  all  the  facts, 
make  little  sense.  African  national 
parks  routinely  gather  tons  of  ivory 
ever}'  year  from  elephants  dying  of 
natural  causes  or  from  culling.  Ivory 
could  be  carefiilly  tagged  and  identi- 
fied as  coming  from  animals  that  died 
natural  deaths  so  that  poachers'  ivory 
couldn't  be  laundered.  The  legal 
trade  of  ivory  would  raise  sorely  need- 
ed cash  for  the  national  parks  trying  to 
save  wildlife. 

Brian  Child,  chief  ecologist  at  Zimr 
babwe's  Department  of  Parks  &  Na- 
tional Wildlife  Management,  who 
sometimes  hitchhikes  into  the  bush 
because  of  budget  constraints,  esti- 
mates that  legal  trade  would  increase 
his  budget  tenfold  overnight. 

The  free  market  is  a  wondcrfijj 
instrument  for  getting  things  done 
without  coercion  and  without  cor- 
ruption. Africa  cannot  aflbrd  an  envi- 
ronmental colonialism  that  despises 
market  mechanisms  and  private 
property.  ^ 
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Despite  Current  Economic  Storms, 
Americas  Life  Insurance  Industry 

RemainsIA  Safe  Harbor. 

1 


The  current  economic  downturn  has  affected  all 
financial  institutions.  One  result  is  that  consumers 
are  looking  more  closely  at  life  insurance  companies. 
What  they  are  finding  is  a  strong,  secure  industry 
that  has  weathered  economic  storms  for  more 
than  two  centuries. 

While  some  companies  have  had  financial  problems, 
the  experts  agree  that,  overall,  the  life  insurance 
industry  remains  strong,  safe  and  stable: 

"The  life  insurance  industry  is  very  strong 
contrasted  to  other  industries  with  which  it 
c  competes.  We  see  basically  the  life  insurance 
industry  as  an  'AA'  type  business.  Next  to  the 
U.S.  government,  the  life  insurance  industry  is 
one  of  the  safest  places  for  people  and 
companies  to  put  their  funds  that  exists  today. " 
Duff  &  Phelps  Credit  Rating  Company 


". . .  S&P  believes  that,  overall,  life/health  insurers 
are  relatively  stronger  than  other  types  of 
financial  services  companies.  Compared  to 
thrifts  and  banks,  most  insurers  are  more 
soundly  positioned  due  to  stronger 
capitalization,  better  asset  quality  and 
liabilities  with  longer  and  more  predictable 
durations.  Seriously  troubled  insurers  represent 
a  small  percentage  of  the  life/health  universe. . . " 
Standard  &  Poor's  Insurance  Rating  Services 

The  fact  is,  the  life  insurance  industry  remains 
what  it  has  always  been  throughout  its  232- /ear 
history:  A  safe,  snug  harbor  providing  financial 
security  for  American  families. 

If  you  would  like  more  information  about  America's 
life  insurance  industry,  write  for  our  free 
brochure,  "Building  on  a  Strong  Foundation: 
Answers  to  Your  Questions  About  Life  Insurance." 


American  Council  of  Life  Insurance 

1001  Pennsylvania  Avenue,  N.W.  •  Washington,  D.C.  20004-2599 
ATTENTION:  Company  Services 


TV  and  other  forms  of  modern  communications  technology  have  turned 
Americans  into  a  nation  of  sports  bettors,  creating  a  $100-billion-a-year  industry. 
Organized  crime  is  heavily  involved  but  no  longer  owns  the  business. 

''If  Roxboroi^ 
says  the  spread  is  7, 
if  s  7" 


By  James  Cook 

In  New  York  last  winter,  after  four 
mobsters  and  two  bystanders  had 
been  killed  in  a  war  of  succession  in 
the  Colombo  crime  family,  Brooklyn 
District  Attorney  Charles  (Joe) 
Hynes  decided  that  it  was  time  for  the 
carnage  to  stop.  Since  betting  is  the 
mob's  number  one  business,  Hynes 
decided  to  hit  the  Colombos  where  it 
would  hurt  them  most — in  the  pock- 
etbook.  He  went  after  every  illegal 
gambling  establishment  in  his  dis- 
trict— betting  parlor,  wire  room,  so- 
cial club,  candy  store,  you  name  it. 

With  Super  Bowl  Sunday  coming 
up  in  two  weeks,  that  was  like  shutting 
down  Macy's  between  Thanksgiving 
and  Christmas.  Within  days,  Hynes 
and  the  task  force  he  gathered  had 
served  60  search  warrants,  arrested 
100  mobsters,  and  confiscated  $1.5 
million  in  cash  and  equipment.  Every 
betting  parlor,  Colombo-controlled 
or  not,  was  fair  game. 

The  mob  took  the  hint.  For  a 
month  or  so,  the  shooting  stopped. 

Around  the  same  time,  in  a  coordi- 
nated operation  in  San  Francisco  and 
the  Dominican  Republic,  law  en- 
forcement officers  raided  premises  in 
Oakland,  Alameda  and  Brisbane, 
Calif  and  two  residences  in  upper- 
class  neighborhoods  of  Santo  Domin- 
go. The  target  was  a  multinational 
numbers  and  sports  betting  ring,  op- 
erated out  of  the  Dominican  Republic 
but  controlled  by  the  same  people 
who  dominate  illegal  gambling  in 
Cahfornia. 


The  sports  betting  boom 


Amount  wagered  (Sbillions) 


Sports  books  win  ($millions) 


78 

oie:  Data  for  fiscal  year 


'84      '85       '86       '87        '88       '89      '90 

Sources:  NeMda  Gaming  Control  Board,  Forbes  atnmles 


If  Nevada's  legalized  sports  betting 

is  any  index,  illegal  sports  lietting  is  one  of 

America's  great  growth  businesses.  Since  1973  the 

total  amount  bet  through  Nevada  sports  bookies  increased  thirteenfold,  the  sports 

books'  win  by  over  elevenfold.  And  there's  no  end  in  sight. 


350 


Forbes  ■  September  14,  1992 


Every  Plant  On  This  Page  Will  Be  Needed 
To  Meet  The  World's  Growing  Demand  For  Food. 


Nature  has  provided  us  with  the  abdity  to  grow  many  crops.  But  the 
job  remains  to  turn  nature's  abundance  mto  useable  feeds  and  foods.  That's  why 
the  Archer  Daniels  Midland  Company  is  constantly  improving  its  network  of 
processing  plants  and  its  transportation  system.  So  we  can  put  the  variety  of  the    supermarket  to  the  world 
world's  crops  to  a  variety  of  uses. 


^ 


ADM 


THE  KEY  TO  AN 

EFFECTIVE  ORGANIZATION 

HAS  ALWAYS  BEEN 


,!>!i 


'i/ 


GL-rf 


rd  Aga 


lO 


siC 


■50 


lO 


>mov<\ 


"^^ 


wf^  i?mm§}(]S3L 


P-Tou<h  XL  Electronic  Labeling  System: 
The  Ultimate  Organization  Tool! 
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PERFECT  FOR: 

■  Industrial  &  Commercial 
Signage 

■  Inventory  Bins/Shelves 

■  Presentations 

■  Graphics  Applications 

■  Equipment 

■  Displays 

■  Property  markers 


If  you're  ready  to  add  some  real  organization  to  your 
organization,  you're  ready  for  the  Brother  P-Touch  XL. 

You  see,  the  P-Touch  XL  creates  sharp,  professional 
quality  laminated  adhesive  labels  with  up  to  5  lines  of 
type,  in  5  different  widths  from  1/4"  to  1",  and  in  over 
30  colors,  so  it's  perfect  for  any  industrial  and 
commercial  application. 

Combine  that  with  its  540  lettering  variations,  vertical 
and  horizontal  printing,  auto-consecutive  numbering,  200 
internal  symbols  and  mirror  image  printing.  It  even  prints 
7  different  rspes  of  bar  code  labels! 

And,  the  XL  is  also  easy  to  use.  It  features  a  full  size 
typewriter  st\ie  keyboard,  3,300  character  memor\',  a  2 
line,  24  character  LCD  display,  battery  or  AC  operation — 
all  at  a  price  that's  a  lot  less  than  you  would  ever  imagine. 

If  you're  ready  for  a  truly  effective  organization, 

start  with  a  more  effective  organizer... 

the  Brother  P-Touch  XL.  ,^^ 

P-touch  features  MB 
laminated  tape  for  durability  pgQ 


LAMINATED  LABELS 


AVAILABLE  AT: 

STAPLES  •  OFFICE  DEPOT  •  BIZMART 


We're  at  your  side. 


■j  H        H      We  re  at  your  side. 

brothef! 

Brother  International  Corporation  ■  200  Cottontail  Lane  ■  Somerset,  NJ  08875-6714 


Sports  betting 

Its  customers  placed  their  wagers 
by  dialing  an  800  number  from  any- 
where in  the  U.S.,  and  winnings  and 
losses  were  setded  by  Federal  Express 
overnight  delivery  or  through  bank 
accounts  outside  the  U.S.  According 
to  one  well-informed  estimate,  the 
organization  was  taking  in  over  $100 
million  a  month  in  wagers,  or  more 
than  $1.2  billion  a  year. 

These  are  signs  of  the  times.  Sports 
betting  is  a  giant  industry,  based  on  a 
combination  of  people's  fascination 
with  sports  and  their  love  of  gam- 
bling. Sports  betting  is  no  longer  a  fly- 
by-night,  seat-of-the-pants  sort  of 
business  conducted  by  Runyonesque 
Guys  and  Dolls  in  bars,  on  street 
corners,  in  horse  rooms  and  candy 
stores.  It  is  a  vast,  multinational  and 
high-tech  business,  involving  tens  of 
billions  of  dollars.  There  is  scarcely  a 
town  or  hamlet  in  the  U.S.  where  you 
can't  place  a  bet  on  tonight's  basket- 
ball game  if  you  want  to. 

As  a  criminal  activity,  sports  betting 
is  nothing  like  as  nefarious  as  drug 
dealing,  but  it  may  be  as  big  a  busi- 
ness. You'd  probably  be  hard  put  to 
find  anyone  in  the  U.S.  who  has  not 
bet  on  sports  at  one  time  or  another, 
whether  among  friends  or  barmates, 
in  a  Nevada  casino,  in  the  Oregon 
lottery  or  by  just  dialing  a  900  num- 
ber and  charging  a  bet  to  a  credit  card, 
and  more  are  betting  each  year. 

How  big  a  business?  Maybe  as  high 
as  $100  billion,  versus  maybe  $80 
billion  for  drugs.  And  such  estimates 
don't  include  the  perhaps  equivalent 
billions  wagered  on  sports  events  in 
office  pools,  TV  parties  and  barside 
bets  among  friends.  That  must  run 
into  additional  tens  of  billions  of 
dollars. 

Whatever  its  scale,  sports  betting  is 
almost  purely  a  criminal  enterprise. 
It's  still  a  crime  to  take  bets,  and  in 
most  states  it's  a  crime  to  make  them: 
Hardly  anyone  worries  about  that, 
any  more  than  anyone  worries  about 
exceeding  the  55mph  speed  limit,  but 
the  laws  remain. 

"A  lot  of  people  consider  gambling 
a  victimless  crime,"  concedes  Jim  E. 
Moody,  head  of  the  hbi's  organized 
crime  program.  Moody  himself 
doesn't  so  consider  it:  "It  has  a  devas- 
tating effect  on  the  people  who  be- 
come addicts  and  lose  their  lives  and 
income,  houses  and  businesses." 
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HILLSDALE  COLLEGE  WANTS  TO  MAKE  YOU 

A  FREE  OFFER 


Not  many  people  would 
think  of  a  small  liberal  arts 
college  in  Michigan  as  a 
prime  source  of  information  about  the 
world  of  ideas,  but  Hillsdale  College 
has  been  surprising  Americans  for 
nearly  150  years  with  its  innovative 
educational  mission.  The  first  college 
in  the  nation  to  make  nondiscrimina- 
tion a  condition  of  its  founding,  the 
second  to  graduate  women  on  an 
equal  basis  with  men,  the  first  to  fight 
the  government  over  its  right  to 
remain  independent  in  a  battle  that 
went  all  the  way  to  the  Supreme 


IMPRIMIS, 

the  Monthly  Digest 

of  Challenging  Ideas 

IS  FREE. 

Subscribe  today! 


"Popular  Culture  and  the 
War  Against  Standards" 
MICHAEL  MEDVED 


"Exit  Communism,  Cold  War,  "A  Journalist's  View  of 
and  the  Status  Quo"  Black  Economics" 

JEANE  KIRKPATRICK  WILLIAM  RASPBERRY 

Court-these  achievements  exemplify 
Hillsdale's  dedication  to  principle  and 
to  "going  it  alone." 


"Hillsdale  has  never 
accepted  one  cent  of 
federal  funds,  because 
federal  funds  inevitably 
mean  federal  control." 


Hillsdale  has  never  accepted  one 
cent  of  federal  funds,  because  federal 
funds  inevitably  mean  federal  control. 
And  in  this  "politically  correct"  age 
when  many  other  colleges  are 
abandoning  the  liberal  arts  curricu- 
lum, we  've  stuck  to  our  guns  and  have 
defended  the  American  heritage, 
Western  culture,  Judeo-Christian 
values  and  academic  freedom. 

A  central  part  of  Hillsdale's 
educational  mission  is  to  reach  out  to 
a  national  audience.  IMPRIMIS, 


Interested  in  the  war  of  ideas?  Receive  IMPRIMIS /ree  every  month. 

Mail  this  coupon  to  IMPRIMIS,  Dept.  FB-7,  Hillsdale  College,  Hillsdale,  MI  49242. 

Or  call  TOLL-FREE:  1-800-535-0860 

Name 

Title/Organization 

Address 


"The  Road  to  Serfdom: 
Intellectuals  and  Socialism" 
WILLIAM  F.  BUCKLEY,  JR. 


which  means  "in  the  first  place,"  is  its 
free  monthly  digest,  which  offers 
original  thought-provoking  articles  on 
critical  issues  by  nationally  known 
opinion  leaders  and  decision  makers 
who  have  spoken  at  the  College. 
Authors  have  included  Ronald 
Reagan,  Charlton  Heston,  William  F. 
Buckley,  Jr.,  Jeane  Kirkpatrick, 
Thomas  Sowell,  Malcolm  Forbes,  Jr., 
Lynne  Cheney,  Tom  Wolfe  and 
hundreds  more. 

That's  right.  IMPRIMIS 
IS  FREE,  NO  STRINGS 
ATTACHED,  NO  OBLIGATION. 
We're  fast 
approaching  half 
a  million  readers 
around  the 
country-we  hope 
you'll  join  them 
by  writing  for  a 
free  subscription 

l„  j„  DR.  GEORGE  ROCHE 

luudy.  President,  Hillsdale  College 


City/State/Zip 


ABOVE  ADDRESS  IS: 
□  Home      □  Office 


Hillsdale 
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Sports  betting 


To  stop  last 
winter's  mob 
war,  the  Brooklyn 
District  Attorney 
began  shutting 
down  betting 
parlors  like  this 
one  with  its  roof- 
top satellite  dish. 


According  to  one  estimate,  4%  of  all 
adults  and  7%  of  all  teenagers  are  now 
compulsive  gamblers — degenerates, 
as  the  gambling  fraternity  calls 
them — and  the  numbers  are  growing 
rapidly.  There  are  some  prominent 
victims  among  them,  ranging  from 
baseball's  Pete  Rose  and  football's  Art 
Schlichter  (both  suspended  for  life 
from  their  sports  leagues)  to  ABC 
Sports'  former  director  Chet  Forte 
(who  lost  his  job  and  his  career)  to  the 
degenerate  don  himself,  John  Gotti, 
who  used  to  plunder  his  own  sports 
books  with  his  profligate  betting. 

However,  law  enforcement  officials 
have  more  pressing  work  these  days 
than  enforcing  antigambling  laws  left 
over  from  a  less  permissive  era.  And 
today's  gambling  shop  is  a  far  cry  from 
the  hirtive  operation  of  yesteryear. 

The  local  bookie  with  his  handwrit- 
ten records  is  well-nigh  extinct.  His 
successor  doesn't  hang  out  at  the  local 
bar  or  drop  by  the  office.  Instead,  the 
bookmaker  operates  out  of  a  high- 
tech  establishment  somewhere  be- 
hind a  batter)'  of  telephones,  sur- 
rounded by  computers,  TV  monitors. 


tape  recorders  and  fax  machines,  with 
maybe  a  satellite  dish  on  the  roof  to 
pirate  sports  telecasts.  The  bets  come 
in  by  phone,  tape-recorded  to  assure 
accuracy  and  accounted  for  by  com- 
puter. The  customer  charges  his  bet 
to  his  credit  account  number  and 
settles  up  the  following  week,  on 
Tuesday  in  most  places,  at  bars  and 
social  clubs,  by  overnight  mail  or 
personal  messenger  service. 

Such  operations  are  uncommonly 
difficult  to  detect.  With  call  forward- 
ing, a  bookmaker  can  leapfrog  all  over 
the  lot,  from  location  to  location, 
even  from  state  to  state,  beyond  the 
reach  of  the  police.  So  there's  no  need 
to  pay  off  the  cops,  and  unless  the 
cops  force  the  issue,  telephone  and 
credit  card  companies  are  willing  to 
take  on  all  comers.  • 

What  finally  transformed  the  busi- 
ness was  television.  By  bringing  sports 
events  into  people's  living  rooms  on  a 
regular  basis,  television  developed  an 
audience  with  enormous  potential  for 
gambling.  During  the  season,  a  good 
23  million  viewers  arc  glued  to  their 
television  sets  each  week  for  Monday 


.  Ni^fht  Football  alone.  And  gambling 
heightens  the  kick  and  excitement  of 
the  game.  With  network  and  later 
cable  television  coverage  exploding, 
and  newspapers  publishing  the  point 
spreads  on  the  games,  television  com- 
mentators began  talking  publicly 
about  teams  and  their  point  spreads. 

Television  even  changed  the  things 
people  gambled  on.  A  generation  or 
two  back,  people  bet  mainly  on  horses 
rather  than  team  sports.  But  no  more. 
Today's  bettors  have  so  many  more 
choices.  Today  football  and  basket- 
ball get  75%  of  the  dollars  bet. 

Because  most  of  the  gambling  re- 
mains, theoretically  at  least,  illegal,  it 
is  a  natural  revenue  source  for  orga- 
nized crime.  Twent)'  years  ago  a  Jus- 
tice Department  investigator  estimat- 
ed organized  crime  had  over  42%  of 
the  handle.  But  sports  gambling  is  far 
less  monolithic  these  days,  and  while 
organized  crime  still  gets  a  cut,  its 
control  is  much  less  pervasive  than  it 
once  was. 

In  the  older  urban  centers,  the  mob 
remains  as  dominant  a  force  as  it's 
ever  been  in  sports  betting.  But  else- 
where in  the  country,  the  mob  is  more 
often  hidden  partner  and  franchisor 
than  it  is  operator.  Today  individual 
entrepreneurs  often  share  the  pro- 
ceeds of  their  trade  with  the  mob  in 
return  for  capital,  protection,  collec- 
tion and  similar  services.  You  may  not 
be  able  to  go  into  the  business  with- 
out getting  approval  from  the  mob,  or 
stay  in  it  without  kicking  up  a  certain 
portion  of  your  profits  to  the  mob, 
but  otherwise  you're  pretty  much  on 
your  own. 

And  the  mob  isn't  everywhere. 
What  happens  in  Chicago  or  New 
York  or  Kansas  City  doesn't  necessar- 
ily happen  in  Seattie,  San  Francisco  or 
Dallas.  The  casino  and  sports  betting 
operation  rui  by  Chicago's  On' 
Leong  Tong,  according  to  the  FBI, 
was  paying  the  mob  $380,000  a  year 
to  operate.  But  in  Los  Angeles  or 
Atlanta  or  Oklahoma  City,  bookmak- 
ers have  been  able  to  set  up  operations 
without  interference  from  anyone,  in- 
cluding the  cops. 

Deputy  (^hief  Frank  Biehlcr,  until 
recently  head  of  the  New  York  C^ity 
Police  Department's  Public  Morals 
Division,  says:  "The  bookmakers  arc 
not  organized  crime  people.  They're 
regular  people  that  live  next  door  to 
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How  $11  billion  will  improve  the  flow 
of  information  around  the  Great  Lakes. 


We're  making  an  $11  billion  investment  in  our 
telecommunications  network  over  the  next  five  years.  A 
network  that's  designed  to  connect  Ameritech  customers 
throughout  the  Great  Lakes  region  with  tomorrow. 

It's  an  aggressive  plan  that  will  bring  the  advanced 
services  of  a  digitally  switched  network  to  more  than  80 
percent  of  our  12  million  business  and  residential  customers 
by  1996.  With  double  the  fiber  optic  cable  we  have  employed 
today,  we'll  be- delivering  even  more  exciting  new  services 
tomorrow.  Everything  from  innovative  custom  calling  features 
and  video  conferencing  to  advanced  healthcare  information 
systems.  By  enhancing  our  network's  quality,  capacity  and 
reliability,  we're  providing  customers  with  more  choices  for  the 


way  they  live  and  more  productivity  in  the  way  they  work.  This 
commitment  to  improving  life  for  our  customers  is  part  of  our 
pursuit  of  an  even  more  profitable  future  for  our  shareowners. 
For  a  copy  of  our  Annual  Report  or  related  financial  pub- 
lications, call  Ameritech  Investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameritech  arl  : 
Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell 
Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development 
Ameritech  Information  Systems  •  Ameritech  International 
Ameritech  Mobile  Communications  •  Ameritech  Publishing 
Ameritech  Services  •  The  Tigon  Corporation. 
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These  days 
the  legal  betting 
line  is  set  by 
Las  Vegas'  Roxy 
Roxborough,  who 
has  turned  odds 
making  into  a  nice 
little  business. 


you.  They're  not  gamblers.  They're 
brokers,  and  they're  accountants." 

But  it's  hardly  a  glamorous  busi- 
ness. According  to  one  informant,  a 
gambling  entrepreneur's  workday 
starts  around  5:30  in  the  morning.  He 
spends  the  morning  gathering  and 
analyzing  information  about  upcom- 
ing events,  distributes  gambling 
sheets  to  local  bookies  in  the  after- 
noon and  collects  ftinds  from  local 
bookies,  individual  gamblers  and  cli- 
ents in  the  evening. 

Like  any  other  service  business, 
sports  betting  is  a  labor-intensive 
business.  According  to  Peter  Renter 
and  Jonathan  Rubinstein  in  their  clas- 
sic 1982  study  of  New  York  book- 
making,  three  clerks  might  handle  as 
many  as  50  runners,  each  serving  two 
to  ten  bettors.  And  the  pattern  still 
prevails.  Last  year  in  the  Bronx,  a  $30- 
miilion-a-year  gambling  ring  in- 
volved ten  principals,  including  five 
clerks,  who  also  made  book  on  the 
side.  Betting  profits  moved  up 
through  the  organization's  hierarchy, 
with  50%  being  chipped  away  at  every 
stage.  Three  senior  partners  got  50% 
of  whatever  profit  the  runners 
brought  in  and  kicked  up  the  other 
50%  of  that  profit  to  the  head  of  the 
operation,  who  accepted  the  ultimate 
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financial  risk,  covered  any  losses  and 
in  turn  shared  a  portion  of  his  win- 
nings with  the  organization's 
founder,  an  organized  crime  asso- 
ciate. The  whole  thing  was  organized 
somewhat  like  a  pyramid  selling 
scheme.  It  was  even  diversified:  The 
group  also  ran  a  loan-sharking  opera- 
tion, which  charged  a  conventional 
3%  a  week,  or  156%  a  year. 

Who  sets  the  odds.'  The  more  com- 
mon term  today  is  not  "odds"  but 
"line."  The  Las  Vegas  line — the  bet- 
ting odds  Las  Vegas  sets  on  the  up- 
coming games — is  today  the  Green- 
wich Mean  Time  of  the  sports  betting 
business.  In  the  Fifties  and  Sixties,  the 
illegal  or  outlaw  line  was  set  in  New 
York,  in  the  Seventies  and  early  Eight- 
ies it  was  set  by  the  Chicago  mob, 
most  notably  by  reputed  mob  asso- 
ciate Frank  Rosenthal,  who  at  one 
time  ran  the  sports  book  at  the  Star- 
dust Hotel  and  Casino  in  Las  Vegas. 

These  days  thelinc  is  set  by  a  rather 
rumpled-looking  and  thoroughly  le- 
gitimate man  of  41  named  Michael 
(Roxy)  Roxborough,  president  of  Las 
Vegas  Sports  Consultants  Inc.  and 
the  successor  to  such  legendary  odds- 
makers  as  Jimmy  (the  Greek)  Snyder 
and  Bob  Martin. 

"If  the  Pope  says  Jesus  is  the  Son  of 


God,  he's  the  Son  of  God,"  says  New 
York  Police  Department's  Frank 
Biehler,  "and  if  Roxborough  says  [the 
spread  is]  7,  it's  7." 

Roxborough,  who  threw  over  a 
managerial  position  in  Vancouver, 
B.C.  with  the  Roy  Rogers  chain  20 
years  ago  because  he  wanted  to  be- 
come a  gambler,  discovered  he  had  to 
work  60  hours  a  week  to  do  that.  So,  a 
decade  ago,  just  as  the  legal  sports 
betting  business  began  to  take  oft,  he 
decided  to  go  into  the  odds-making 
business. 

Operating  out  of  the  12th  floor  of 
Las  Vegas'  Valley  Bank  Building, 
Roxborough  and  his  staff  of  eight  put 
out  a  line  for  every  major  sport — a 
week  in  advance  for  football  games, 
the  morning  of  the  games  for  baseball 
and  basketball.  Roxborough's  line 
goes  out  to  his  sports  book  customers 
by  fax  or  printer  and  to  70  newspapers 
around  the  U.S.  as  a  syndicated  col- 
umn, America's  Line.  The  big  Las 
Vegas  sports  books — the  Stardust, 
the  Las  Vegas  Hilton,  the  Mirage 
Hotel  and  Casino — announce  their 
lines  virtually  simultaneously,  and  as 
soon  as  they  do,  runners  stationed  at 
the  casinos  rush  for  the  pay  phones  in 
the  men's  rooms  and  transmit  the 
results  to  illegal  books  all  over  the 
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To  Most  People,  It's  A  Complex  Diagram. 

To  Scientists,  It's  A  Clear  Summary  Of  Safe 

Nuclear  Waste  Disposal. 


More  than  30  years  of  scientific  study  have  confirmed  and  reconfirmed 
how  to  safely,  permanently  dispose  of  the  used  fuel  from  nuclear 
electric  plants:  isolate  it  geologically. 

According  to  the  National  Academy  of  Sciences,  "There  is  a 
strong  worldwide  consensus  that  the  best,  safest  long-term  option 
for  dealing  with  high-level  waste  is  geologic  isolation."  The  used 
nuclear  fuel  (in  the  form  of  ceramic  pellets)  \:riu\d  be  sealed  inside 
layers  of  steel;  put  in  carefully  engineered  structures  at  least  1,000 

CI  1992  USCEA 


feet  underground,  within  dry  rock  format  ons  that  have  a  long 
history  of  geologic  stability;  and  monitored  closely. 

Also  agreeing  on  the  safety  and  feasibility  of  this  solution 
are  the  Environmental  Protection  Agency  and  the  American 
Physical  Society.  For  more  information  on  the  conclusions  of 
these  and  other  independent  authorities,  please  write  to  the  U.S. 
Council  for  Energy  Awareness,  PO.  Box  66080,  Department  WA09, 
Washington,  D.C.  20035. 
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Now,  with  Dictaphone's  new 
Straight  Tallc"  system,  you  can 
accompHsh  more  with  your 
phone  than  you  ever  thought 
possible: 

■  Send,  receive,  and  distribute 
messages  from  any  phone  to 
your  secretary,  staff,  or  any  one 
you  communicate  with  regularly. 

■  Stay  in  touch  with  your  office, 
calling  in  to  the  Straight  Talk 
system  from  any  phone,  to 
dictate  and  exchange  messages 
at  any  time. 

■  Record  memos  and  other 
correspondence  by  phone. 
Information  is  safely  received 
on  your  secretary's  desk  for 
immediate  action. 

Let  Dictaphone  show  you  a 
new  way  to  communicate  more 
effectively.  To  find  out  more 
about  the  Dictaphone  Straight 
Talk  system  call: 

1-800-447-7749  Ext  560. 


^  Dictaphone 

A  Pitney  Bowes  Company 

3191  Broadbridge  Avenue 
Stratford,  CT  06497-2559 


The  $1.5  million  take  in  last  winter's  gambling  raids 
The  idea  was  to  hit  the  mob  where  the  money  is. 


country. 

Oddsmakers  like  Roxborough 
make  their  money  selling  information 
services  to  legal  bookmakers — not 
just  the  odds,  but  the  latest  informa- 
tion on  injuries,  weather  conditions 
and  starting  times.  Roxborough 
charges  his  customers  $200  to  $800  a 
week,  depending  on  how  much  infor- 
mation they  want,  and  in  the  decade 
he's  been  in  business  he's  captured 
80%  of  the  Nevada  market,  as  well  as 
accounts  in  Oregon,  Mexico,  Cana- 
da, England,  Ireland  and  Australia. 

"Handicapping  the  sports  is  very 
tough,"  says  Paul  Lowden,  head  of 
Sahara  Resorts.  "And  we  sports  book 
operators  are  at  a  disadvantage.  The 
top  handicappers  who  come  to  Las 
Vegas  can  call  all  over  the  country  and 
find  out  if  the  quarterback  was  out 
drunk  last  night,  or  if  he  sprained  his 
leg.  We  can't  legally  do  that.  A  profes- 
sional gambler  will  have  access  to  that 
information.  We  don't.  We  will  get  it 
secondhand." 

The  betting  line — the  odds  if  you 
like — doesn't  assess  the  probabilities 
of  somebody's  winning  or  losing  a 
game.  Though  Roxborough  and  his 
staff  take  the  statistical  record  into 
consideration,  the  bottom  line  re- 
mains largely  an  informed  but  never- 
theless gut  feeling  about  how   the 


betting  public  is  going  to  assess  the 
outcome  of  a  game.  In  this  sense, 
odds  making  closely  resembles  stock 
market  investing. 

"The  general  public  bet  their  favor- 
ite teams  regardless  of  point  spreads 
or  published  statistics,"  Roxborough 
says.  When  the  Rams  play  the  Colts, 
Colts  fans  will  bet  on  the  Colts  and 
Rams  fans  on  the  Rams,  and  rational 
judgment  has  little  to  do  with  it. 

The  line  is  constantly  changing, 
being  buffeted  by  events — bad 
weather,  a  player's  injury — and  by 
bettors'  prejudices.  The  line  will  vary 
from  bookmaker  to  bookmaker,  and 
really  sophisticated  bettors  shop 
around  for  the  best  odds — at  a  legal 
sports  book  in  Nevada,  or  at  the  illegal 
ones  if  the  payoff  is  better.  Unlike 
pari-mutuel  horse  betting,  the  bookie 
pays  whatever  odds  were  offered  at 
the  time  the  bet  was  made,  not  when 
the  game  begins. 

In  football  and  basketball  betting, 
the  games  are  balanced  by  their  point 
spreads — the  difference  between  the 
contending  teams'  final  scores — 86  to 
79,  for  instance,  for  a  differential  of  7. 
It's  a  process  that,  in  effect,  turns 
every  bet  into  an  even-money  propo- 
sition— that  is,  you  win  or  lose  as 
much  as  you  bet.  To  win  the  bet,  your 
team  has  to  win  by  more  than  7  points 
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Templeton 

■      A  COMMON  SENSE  APPROACH 


TO  LONG  TERM  GOALS 


Call  24  Hours  1'800'325'9950  Ext.  136 

You  will  receive  a  free  prospectus  containing  more  complete  information  including  all  charges  and  expenses.  Read  it  carefully  before  you 
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Sports  betting 


Sports  betting  is 
a  low-fflargiiMd 
business,  says 
l^s  Vegas  Hilton's 
sportsbool(  man- 
ager, Art  Manteris, 
but  it  brings  in 
the  crowds. 


(or  lose  by  less  than  7),  and  if  it 
doesn't,  you  lose  whether  your  team 
won,  lost  or  tied.  If  the  teams  match 
the  point  spread,  the  bet  is  off  and 
everyone  gets  his  money  back. 

Those  point  spreads  aren't  odds,  as 
they  are  in  horse  betting  or  baseball. 
They're  the  means  of  evening  the  bet, 
getting  as  many  bettors  on  one  side  of 
the  bet  as  on  the  other,  leaving 
enough  margin  for  the  bookmaker  to 
make  a  living.  "If  we  say  the  Chicago 
Bulls  are  9-point  favorites  over  the 
Cleveland  Cavaliers  in  game  2,"  says 
Art  Manteris,  who  runs  the  sports 
book  at  the  Las  Vegas  Hilton,  "we're 
saying  we  think  an  equivalent  num- 
ber of  people  will  bet  on  the  Bulls 
minus  9  points  as  will  bet  on  the 
Cavaliers  plus  9  points."  And  if  you 
don't  have  as  many  bettors  on  one 
side  as  on  the  other,  you  change  the 
spread  to  encourage  the  bettors  to 
move  in.  Or  you  lay  off  bets  on  other 
bookies  to  protect  yourself — reinsur- 
ance, in  effect. 

"The  fiindamental  concept  of 
bookmaking,"  says  Roxborough,  "is 
to  force  people  to  gamble,  that  is,  to 
make  bets  at  odds  favorable  to  the 
house." 

In  football  and  basketball,  the  odds 
are  always  11  to  10.  That  is,  you  bet 


$11  to  win  SIO.  And  so,  with  his 
books  balanced,  the  bookie  takes  in 
$22.  The  bettors  who  lose  pay  the 
S21  due  the  bettors  who  win,  leaving 
the  bookie  a  modest  $1  commission 
for  his  pains. 

Are  margins  really  that  thin.'  For 
the  casinos,  probably.  According  to 
Art  Manteris,  even  under  ideal  cir- 
cumstances, the  book  nets  only  4.5% 
on  the  amount  bet — $1  out  of  $22, 
that  is — and  out  of  that,  it  has  to  pay 
the  people  who  work  there,  the  costs 
of  maintaining  the  sports  book  and 
the  cost  of  developing  the  informa- 
tion it  dispenses. 

At  Manteris'  sports  book,  the  larg- 
est in  Las  Vegas,  information  pours  in 
from  all  over,  by  printers,  electronic 
reader  boards,  two  wire  services,  and 
14  satellite  dishes  on  the  roof  With  a 
snack  bar  and  cocktail  service  nearby 
to  keep  body  and  soul  together,  the 
bettors  sit  in  the  half-light  of  over  50 
video  screens,  likeparliamentarians  in 
desk-like  rows,  watching  monitors  ca- 
pable of  showing  as  many  as  eight  live 
races  or  12  different  sporting  events 
simultaneously. 

Such  a  layout  doesn't  come  cheap, 
and  the  result  is  that  in  the  end  Hilton 
ends  up  with  only  2.5%  to  3%  of  the 
bet,  versus  1 7%  to  20%  on  table  games 


and  pari-mutuel  horse  racing,  3%  to 
4%  on  the  slots.  "If  you  keep  over 
3%,"  says  Manteris,  "you're  doing  a 
great  job." 

Those  margins  are  so  thin  that  for 
years  the  Las  Vegas  casinos  refused  to 
get  into  the  business.  But  in  the  end 
they  were  won  over,  in  part  by  a  sharp 
drop  in  the  federal  excise  tax  on  gam- 
bling receipts  and  in  part  by  the  de- 
mographics of  the  customers  sports 
betting     brought     to     the     casino. 

"They  [sports  bettors]  have  higher 
median  income,  higher  education," 
says  Roxy  Roxborough.  "A  sports 
bettor  is  21  to  44  years  old,  with  some 
university  education,  a  white-collar 
professional  with  a  median  income  of 
around  $45,000."  Sports  books, 
therefore,  if  not  exactly  loss  leaders  for 
the  casinos,  are  as  close  to  it  as  Las 
Vegas  gets. 

The  illegal  bookmakers  fare  a  lot 
better.  John  Scarne,  in  his  authorita- 
tive Scarne's  New  Complete  Guide  to 
Gamblinpi,  once  estimated  the  aver- 
age small-time  bookie  retained  18%; 
the  middle-size  bookie,  10%;  the  big- 
time  bookie,  5%. 

Why  the  wide  discrepancy?  The 
illegal  bookmakers  don't  have  the 
overhead  the  casinos  do,  they  don't 
have  to  pay  taxes  or  file  iRS  forms  on 
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Sports  betting 


Sports  betting's  infamous  Arnold  Rothstem 

He  bought  off  the  Chicago  White  Sox  (above)  in  the  1919  World  Series. 


evety  bet  higher  than  510,000,  they 
don't  have  to  deal  with  hotel  guests 
and  worn^  about  ruffling  anybody's 
feathers.  They  can  offer  their  custom- 
ers credit,  better  odds  and  higher 
betting  limits,  and  winnings  on  which 
the  winners  can  easily  evade  income 
taxes.  And  they're  overall  better  mar- 
keters. Lacking  any  other  source  of 
income,  they  have  to  live  off  the  busi- 
ness they're  in  rather  than  table 
games,  as  the  casinos  do.  And,  of 
course,  those  11  -to- 1 0  odds  are  theo- 
retical. The  big  moneymakers  will 
figure  the  bettors  are  wrong  and  go 
with  an  unbalanced  book.  As  a  result, 
the  losers  will  lose  more  than  the 
winners  win,  and  the  bookmaker 
pockets  the  difference — assuming,  of 
course,  he  doesn't  make  a  big  mistake, 
as  sometimes  happens. 

To  an  extent,  Nevada  encourages 
this  illegal  market.  The  Nevada  sports 
books  are  prohibited  by  law  from 
taking  any  bets  on  Nevada  amateur 
teams,  so  whenever  the  University  of 
Nevada-Las  Vegas  plays,  for  instance, 
illegal  bookies  make  hay.  The  ratio- 
nale is  that  in  permitting  legalized 
gambling  you  somehow  increase  the 
likelihood  that  a  sports  event  will  be 
fixed,  as  if  protecting  an  illegal  gam- 
bling monopoh'  would  be  less  likely 
to  do  so. 

Are  many  games  fixed?  Probably 
not.  As  ever}'one  knows,  Arnold 
Rothstein  fixed  the  1919  World  Se- 


ries, and  gamblers  ha\'e  periodically 
moved  in  on  college  basketball,  most 
recently  at  North  Carolina  State.  The 
suspicion  is  always  there.  Everybody 
knows  the  supposed  scenario.  The 
point  spread  for  a  game  is  7%,  and  just 
as  the  final  buzzer  sounds  somebody 
flings  off  a  shot,  and  the  loss  is  cut 
from  9  points  to  6;  the  winners  be- 
come losers,  and  half  the  world  is 
convinced  the  game  has  been  fixed. 

But  given  the  number  of  games  the 
major  professional  and  college  foot- 
ball, basketball  and  baseball  teams 
play  every  year,  the  evidence  of  any 
widespread  corruption  is,  happily, 
small.  Fixing  a  game,  after  all,  is  not  all 
that  easy.  The  larger  the  team,  the 
harder  it  is.  You  could  conceivably 
influence  the  results  by  buying  off]  of 
the  5  players  on  a  basketball  team.  But 
what  of  the  9  who  pla\'  baseball  or  the 
11  in  football.^  This  might  be  an  in- 
stance where  outrageous  player  sala- 
ries have  made  professional  sports 
cleaner:  what  multimillionaire  athlete 
would  want  to  jeopardize  his  earnings 
by  throwing  a  game? 

Most  of  the  scandals  don't  involve 
professional  sports  at  all  but  college 
basketball,  and  even  here  a  large  num- 
ber of  the  accused  are  never  convict- 
ed. And  most  of  the  current  scan- 
dals— at  Bryant  College,  the  Univer- 
sity' of  Rhode  Island,  Michigan  State 
and  the  University  of  Maine — do  not 
involve  players  but  rather  enterprising 


students   running   on-campus   gam- 
bling rings  of  their  own. 

Perhaps  paradoxically,  nobody  is 
more  interested  in  protecting  the  in- 
tegrit}'  of  the  game  than  the  book- 
makers are,  no  matter  which  side  of 
the  law  they  are  on.  Their  livelihood 
rests  on  their  ability  to  balance  the 
action,  and  if  the  game  is  fixed,  that's 
obviously  impossible. 

"If  there  was  widespread  corrup- 
tion in  sports,  there  wouldn't  be  any 
bookmakers  left,"  says  Roxy  Roxbor- 
ough.  "They'd  all  be  broke  or  looking 
to  get  out  of  the  business.  If  there's  no 
integrit)',  nobody  will  come  and 
watch.  If  there's  no  integrity,  no- 
body's going  to  bet." 

Should  sports  betting  be  legalized 
and  some  of  the  money  channeled 
into  government  coflfers?  With  state 
lottery  revenues  beginning  to  peak, 
legislators  are  looking  for  new  sources 
of  revenue,  and  having  legalized  lot- 
teries, riverboat  gambling,  horse  and 
dog  racing  and  slot  machines,  many 
states — New  Jersey,  most  notably — 
are  beginning  to  consider  sports  bet- 
ting an  even  more  attractive  target. 

Advocates  like  to  argue  that  there's 
no  reason  organized  crime  should 
reap  the  ill-gotten  gains  of  sports 
betting.  But  this  argument  doesn't 
hold  much  water.  Unfortunately  for 
them,  there's  little  cxidencc  that  Ic 
galizing  other  forms  of  gambling — 
numbers  or  horse  betting,  for  in- 
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Use  An  Intei^raph  System.  Although 

Some  Of  Our  Best  Customers  Are. 


NASA  used  Intergraph  work- 
stations to  design  key  aspects 
of  the  U.S.  Space  Shuttle.  And 
Boeing  chose  our  solutions  to 
create  the  equally  impressive 
Space  Station. 

Knowing  this,  you  might 
rightfully  conclude  that 
Intergraph  systems  are  extraor- 
dinarily powerful.  But  if  you 
concluded  that  an  advanced 
degree  in  computer  sciences 
is  required  to  use  them  effec- 
tively, you'd  be  off  the  mark. 

Especially  now  that 
Intergraph  workstations  feature 


"Space  Flight  Fantasy  1"  built  using 

Intergraph 's  MicroStation  software  and  rendered 

with  Intergraph 's  Model  View  software. 

(Fluor  Daniel  Inc.) 


a  powerful  graphical  interface, 
Looking  Glassf  that  brings 
to  the  robust  UNIX®  operat- 


"Galileo  In  Orbit  Around  Jupiter"  built  using 
Intergraph 's  MicroStation  software  and  rendered 

with  Intergraph 's  ModelView  software. 
(McDonnell  Douglas  Space  Systems  Company) 

ing  system  environment  the 
look  and  feel  of  an  Apple 
Macintosh® 

With  Looking  Glass,  you 

don't  have  to  know  a  lot  of 
intricate  computer  lingo.  Icons, 
pull-down  menus  and  inter- 
active dialogue  windows  make 
it  simple  for  you  to  get  your 
work  done. 

And  we  certainly  don't  expect 
you  to  master  our  systems 
on  your  own.  Our  customer 
training  program  features  over 
130  courses,  including  appli- 
cation training  in  products 
ranging  from  architecture  and 
civil  engineering  to  mapping 
and  mechanical  design,  engi- 
neering and  manufacturing.  Plus 


instruction  required  to  help 
you  gain  expertise  with  our 
microCAD  graphics  package, 
MicroStation. 

To  find  out  more,  call 
us  toll-free  in  the  U.S.  at 
(800)  826-3515.  In  Canada,  call 
(403)  250-6100.  Phone  us  in 
Asia   or  the   Pacific   Rim   at 


"Conceptual  Lunar  Lander"  built  using 
Intergraph 's  MicroStation  software  and  rendered 

with  Intergraph 's  ModelView  software. 
(McDonnell  Douglas  Space  Systems  Company) 


(852)  8661966,  in  Europe  at 
(31)  2503-66333  or,  in  the 

Middle  East,  call  us  at  (971) 
4-367555.  And  don't  worry  if 
you're  not  a  rocket  scientist. 
Or  for  that  matter,  a  computer 
scientist,  either. 
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and  said  "Congratulations,  Mr  Chairman! 

We  were  in  the  boardroom. 


Or  was  it  The  St.  Regis? 
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Sports  betting 

.  stance — have  had  much  effect  on  the 
illegal  market. 

"Legalized  sports  betting  would 
not  eliminate  illegal  bookmakers," 
Art  Manteris  says  in  his  book  Super- 
Bookie.  "We've  proven  that  in  Neva- 
da." Why.>  Income  taxes,  for  one 
thing.  "You've  got  a  sub-economy 
here  that's  not  paying  taxes,"  the  FBI's 
Jim  Moody  says.  "Are  we  going  to 
stop  illegal  gambling?  I  doubt  it  very 
seriously." 

Many  sports  people  are  opposed  to 
government-sponsored  sports  bet- 
ting for  other  reasons.  They  fear  it  will 
commercialize  sports  even  further 
than  has  already  happened.  Last 
spring  they  managed  to  put  legisla- 
tion through  the  U.S.  Senate  prohib- 
iting states  from  legalizing  sports  bet- 
ting except  where  it  already  exists — 
Nevada,  Montana,  Oregon,  Dela- 
ware and  North  Dakota. 

"Sports  betting  sends  the  wrong 
message  to  children,"  says  Bill  Brad- 
ley, the  distinguished  New  Jersey  sen- 
ator who  two  decades  ago  earned  a 
reported  $125,000  a  year  playing 
professional  basketball  for  the  New 
York  Knickerbockers.  "Sports  should 
be  about  personal  and  team  achieve- 
ments, not  about  winning  or  losing 
money." 

He's  right,  of  course,  but  he's  try- 
ing to  turn  back  a  probably  irrevers- 
ible tide,  and  New  Jersey  will  have  a 
sports  betting  referendum  on  the  bal- 
lot this  fall.  Keeping  sports  betting 
underground  is  not  going  to  prevent 
that.  Far  from  it,  and  at  this  point  the 
spread  of  gambling  seems  well-nigh 
irresistible.  The  New  York  Police  De- 
partment's Frank  Biehler  thinks  the 
symbiotic  relationship  among  sports, 
gambling  and  television  has  barely 
gotten  off  the  ground.  "Over  the  next 
two  decades,"  says  he,  "we  will  be 
able  to  wager  through  our  cable  tele- 
vision company — not  only  on  the 
games  but  on  halftime,  the  next  play, 
the  next  hit,  because  we  will  have  the 
technology."  That  may  not  be  good 
for  the  amateur  spirit  in  sports,  and  it 
may  not  be  good  for  people  who  can't 
afford  to  gamble,  but  it's  the  way 
things  arc  going. 

As  the  kid  begged  Shoeless  Joe 
Jackson  after  learning  the  1919 
World  Series  had  been  fixed:  "Say  it 
ain't  so,  Joe." 

But,  alas,  it  almost  certainly  is.   ^ 
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Public  broadcasting  can  get 
education  reform  off  tbe  ground. 


Whether  you're  building  coalitions, 
planning  model  schools,  or  addressing 
public  awareness,  public  broadcasting 
gives  you  the  power  to  turn  your  plans 
into  reality. 

How?  For  starters,  it's  the  world's 
largest  broadcasting  system.  Its  distribution 
channels  cover  96%  of  America's  households, 
reach  more  than  29  million  students,  and 
have  the  potential  to  connect  with  nearly 
every  classroom,  home,  and  work  place 
in  America. 

Public  broadcasting  also  offers  tested 
products:  educational  programming  and 
tools  backed  by  more  than  30  years  of  positive 
experience  in  the  classroom.  It's  teaching 
physics  in  Kentucky,  geography  in  South 
Carolina,  reading  in  California,  and  Japanese 
in  Nebraska.  It's  even  training  teachers  in 
New  York  and  providing  technical  training  to 
workers  in  Detroit. 

And  it's  doing  so  with  exciting, 
innovative  technology,  such  as  interactive 
videodiscs  and  videocassettes;  computer 
networks;  two-way,  satellite-transmitted 
classes;  supplemental  teaching  guides  and 
student  learning  materials;  as  well  as  over- 
the-air  broadcasting  and  cable. 

Public  broadcasting's  combination 
of  experience,  programming ,  technology, 
tools — and  distribution  channels  —  can 
help  get  education  reform  cff  the  ground. 

To  learn  how  public  broadcasting  can 
aid  your  education  reform  efforts,  write  to 
the  Corporation  for  Public  Broadcasting, 
P.O.  Box 549,  Alexandria,  VA 22313. 
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CORPORATION 
FOR  PUBLIC 
BROADCASTING 


What  would  Masha's  mother  want  with  nine  vegetable    . 

choppers?  It's  her  equivalent  of  a  Visa  or 

American  Express  card.  An  American  computer  expert 

explains  why  she  finds  excitement  amidst 

the  frustrations  of  doing  business  in  Russia. 

Just-so  stories,  or 
plain  tales  from  Russia 


By  Esther  Dyson 

After  I  have  been  ming  the  tele- 
phone number  all  morning,  my  call 
finally  goes  through  the  decrepit 
Moscow  telephone  system. 

Me:  "Hello.  Is  this  MosGos- 
Proekt?" 

They:  "Yes,  of  course." 

Me:  "May  I  please  speak  to  Ivan 
Ivanovich?" 

They:  "He's  out."  Click.  Without 
further  ceremony  the  other  part}'  had 
hung  up.  It  never  would  occur  to  the 
person  at  the  other  end  to  ask:  "Can  I 
take  a  message?"  or  to  inform  me: 
"He'll  be  in  tomorrow." 

The  woman  at  MosGosProekt 
wasn't  being  abnormally  rude.  It  just 
never  occurred  to  her  to  be  helpful. 
She  was  trained  in  a  societ)'  where 
neither  initiative  nor  helpfulness 
to  strangers  was  anything  but 
dangerous. 

Welcome  to  early  post- socialist 
Russia,  where  the  problems  of  doing 
business  aren't  just  physical  but  cul- 
tural, where  words  take  their  meaning 
from  a  different  context  than  in  our 
society.  Where  things  we  take  for 
granted  haven't  even  begun  to  be 
mastered  yet. 

When  you  read  that  industrial  pro- 
duction is  down  30%  in  Russia,  you 
probably  have  visions  of  people  shiv- 
ering and  starving  as  an  already  low 
standard  of  living  plunges  lower.  That 
you  would  draw  such  a  seemingly 
logical  conclusion  from  that  statistic 
shows  why  Russia  is  hard  to  under- 
stand. Much  of  the  missing  produc- 
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tion  was  of  products  that  nobody 
wanted  but  that  were  produced  be- 
cause some  planning  ministry  said 
they  should  be.  Maybe  the  ware- 
houses were  overflowing  and  there 
was  no  place  left  to  store  the  shoddy, 
clumsy  articles  that  no  consumer 
would  buy  or  any  self-respecting  fac- 
tor)' use.  In  short,  much  of  the  miss- 
ing production  was  stuff  nobody 
would  miss.  Things  are  rough  for 
Russians,  they  queue  up  for  food  and 
clothing,  but  the  queues  aren't  longer 
and  things  aren't  much  rougher  than 
they've  been  before.  There's  less  to 
buy,  but  already  what  litde  there  is  is 
being  more  efficiendy  distributed,  de- 
spite corruption  that  is  more  visible 
than  ever. 

Production  down  30%?  What  value 
are  production  statistics  in  a  country 
that  used  to  evaluate  electronics  out- 
put by  weight?  In  order  to  understand 
a  word  you  need  to  understand  the 
context.  In  Russia  words,  phrases, 
statistics  have  a  different  context  than 
in  the  West. 

The  context  these  days  is  pretty 
frightening.  Life  in  Russia  is  tough; 
doing  business  there  is  almost  impos- 
sible. Trying  to  get  anything  done  is 
so  frustrating  that  you  sometimes 
don't  know  whether  you  should 
laugh  or  cry. 

That's  why  I  love  doing  business  in 
Russia:  It  can  actually  be  hilarious  and 
exhilarating.  If  you  consider  business 
a  game  of  skill  as  well  as  a  way  to  make 
money,  business  in  America  is  dull 


and  familiar  by  comparison.  At  home 
you  are  always  trying  to  win  a  point  or 
two  in  market  share  over  the  competi- 
tion; you  work  hard  to  differentiate 
products  that  are  fundamentally  the 
same  as  your  competitors'.  You  spend 
time,  money  and  brainpower  trying 
to  get  your  voice  heard  among  the 
competing  messages — with  just  an- 
other message  that's  hardly  new. 

By  comparison  with  the  U.S.,  Rus- 
sia is  crazy,  confused  and  corrupt,  but 
you  can  make  a  difference.  There  are 
people  out  there  who  really  need  your 
products  and  sendees,  but  reaching 
them  is  difficult.  In  America,  things 
are  sensible,  you  do  business  by  the 
books  and  by  the  rules  taught  by 
business  school  professors.  In  Russia, 
you  still  do  business  by  your  wits. 

Being  in  love  with  Russia  is  in  many 
ways  like  being  in  love  with  a  drug 
addict.  The  country  has  moments  of 
lucidity  in  which  it 'understands  its 
problems,  but  it  seems  helpless  to  fix 
them.  It  knows  its  behavior  is  irratia- 
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nal,  but  it  can't  stop.  As  an  outsider,  I 
can  give  advice  and  counsel  and  even 
encouragement,  but  only  the  country 
itself  can  solve  its  own  problems. 
Money,  love  and  understanding 
aren't  enough;  the  cure  has  to  come 
from  inside,  in  the  form  of  plain  hard 
work  and  old-fashioned  self-control. 
(No  more  printing  of  rubles  to  ease 
the  pain! )  There's  no  magic  cure,  and 
the  patient  has  to  do  it  for  himself. 
Outsiders  can  easily  see  the  ruins  of  a 
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once  proud  person;  so  can  the  person 
himself,  which  only  raises  his  self- 
disgust. 

Conversely,  a  lot  of  the  business 
people  in  Russia  may  be  co-depen- 
dents, to  use  the  fashionable  term — 
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Russia 

people  who  feed  on  others'  weakness- 
es while  ostensibly  helping  to  cure 
them.  There  are  a  lot  of  consultants 
who  come  through  Russia,  live  very 
well  in  the  hard -currency  economy 
with  frequent  trips  "out,"  and  give 
expensive  advice  that  they  know  the 
Russians  won't  heed.  No  matter,  the 
Russians  are  paying  for  it  through 
Western  grants  or  from  the  store  of 
funds  the  government  still  controls. 
The  consultants  are  comfortable  with 
this  cozy  arrangement;  it's  familiar,  if 
dysfijnctional,  and  they  know  they'll 
always  be  needed.  These  people  (gen- 
erally) derive  financial  rather  than 
emotional  satisfaction  from  the  ar- 
rangement, but  the  symbiotic  dead- 
lock is  the  same.  Neither  side  really 
wants  to  change. 

Self- disgust  is  more  prevalent  here 
than  in  the  rest  of  the  former  Soviet 
bloc.  The  Russians  have  only  them- 
selves to  blam.e;  other  victims  of  so- 
cialism can  point  to  the  nasty  Soviets. 
To  avoid  that  guilt,  some  Russians 
blame  the  Jews,  both  for  communism 
itself  and  for  the  ills  of  perestroika,  but 
that's  just  compounding  self-disgust 
with  self-deception. 

That  lingering  self-disgust  hinders 
change  and  explains  a  good  deal  of  the 
lack  of  initiative  and  self-confidence 
that  afflicts  Russian  society.  Russians 
do  not  have  the  habit  or  even  experi- 
ence of  success.  They  are  not  used  to 
seeing  any  impact  from  their  actions, 
so  by  and  large  they  have  stopped 
acting — except  for  short-term  things 
like  standing  on  line  to  get  food — or 
stealing  things  from  work.  (They  be- 
long to  the  people,  right.^) 

Russians  have  seen  five-year  plans, 
which  everyone  by  now  recognizes  as 
a  joke.  But  they  have  not  seen  invest- 
ment and  return  on  investment,  hard 
work  leading  to  profits  or  improved 
salaries.  The  Soviet  system  had  no 
feedback  loops. 

(For  all  the  abuse  of  women  in  this 
society,  women  tend  to  have  more 
self-respect  than  men  do.  That's  be- 
cause, in  general,  they  at  least  have  the 
satisfaction  and  purpose  in  life  of 
bearing  children  and  keeping  house. 
For  men  there  are  only  meaningless 
jobs,  where  the  only  duty  they  have  is 
to  show  up.) 

The  telephone  is  a  symbol  of  all 
these  problems.  The  system  is  decrep- 
it and  hinders  as  much  as  it  helps 
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communication.  Wrong  numbers, 
busy  signals  and  simple  static  are  stan- 
dard (to  say  nothing  of  lingering  fears 
of  bugging).  Very  few  businesses  have 
switchboards  or  extensions,  so  that 
most  people  have  individual  phones 
but  no  one  to  answer  them  if  they're 
not  at  their  desk.  That's  why  so  many 
Russians  have  several  phone  numbers 
on  their  business  cards.  (Yes,  it's 
worth  it  to  try  them  all.) 

In  the  old  days,  the  telephone  rang 
when  someone  important  had  a  prob- 
lem or  when  someone  wanted  some- 
thing. It  didn't  ring  to  announce 
opportunity.  The  message  it  brought 
was  possibly  dangerous  and  at  least 
meant  effort  on  the  part  of  whoever 
picked  it  up,  effort  that  would  bring 
no  reward.  Thus,  over  the  years  peo- 
ple have  developed  a  strong  aversion 
to  answering  a  ringing  phone  in  a 
business.  If  they  don't  answer  it,  may- 
be the  caller  will  go  away.  Or  someone 
else  will  answer  it  next  time. 

After  my  first  call  to  Ivan  Ivanovich 
ends  in  a  rude  click,  I  keep  trying. 
This  time: 

Me:  "Please  wait;  don't  hang  up. 
I'd  like  to  leave  a  message  for  Ivan 
Ivanovich!" 

They:  "Well,  he's  not  here.  Maybe 
you  should  call  back  tomorrow.  ..." 

Me:  "Please  take  a  message!" 

They:  "Well,  okay." 


I  start  to  spell  out  my  name,  slowly 
and  carefully.  When  I  get  to  the  third 
digit  of  my  telephone  number,  the 
woman  on  the  line  stops  me: 

"Wait  a  minute,  wait  a  minute.  I 
need  to  get  a  pen." 

Me  (realizing  that  there  is  no  pen 
and  will  be  no  message):  "Okay.  I'll 
call  back  tomorrow." 

If  someone  really  wants  to  talk  to 
you,  he'll  probably  give  you  his  home 
phone  number.  That's  not  a  sign  of 
great  intimacy;  it's  a  practical  gesture. 
Calling  late  at  night  is  not  as  rude  as  in 
the  West,  since  people  are  used  to 
being  awakened  or  sleeping  through  a 
racket.  Most  people  live  in  tight  quar- 
ters with  an  extended  family. 

Calling  in  the  morning  is  not  such  a 
good  idea;  by  then  people  are  sound 
asleep  and  don't  want  to  be  disturbed. 
A  lot  of  people  aren't  too  punctilious 
about  getting  up  in  the  morning. 
(Going  to  work  isn't  generally  consid- 
ered much  of  an  opportunity,  either.) 

But  people  do  pick  up  the  phone  at 
home:  It  might  be  a  friend  calling. 

Once  you  actually  get  through  to 
Ivan  Ivanovich,  you  can't  just  make  an 
appointment  with  him  for  Thursday. 
If  it's  Monday,  he'll  say,  "Well,  may- 
be on  Thursday.  Call  me  back  on 
Wednesday  afternoon."  Mindful  of 
the  trouble  you  had  getting  through 
to  him  the  first  time,  you  may  press  for 
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THIS     IS     THE     PRINTER 


THAT     PRINTED     THE     PROPOSAL 


THAT     CLINCHED     THE     DEAL 


THAT     PUT     A     NEW     CLIENT     ON     THE     ROSTER 


AND     MIKE     ROGERS'     NAME 


ON     THE     DOOR. 


The  better  your  ideas  look  on  paper,  the  better  you 
look  on  the  job.That's  the  simple  idea  behind  the  sophis- 
ticated IBM  LaserPrinter,  and  the  company  that  created 
it:  Lexmark  International. 

Lexmark.is  a  new,  independent  company,  two  biUion 
dollars  strong,  created  jfrom  a  division  of  IBM.  We're  over 
4000  people,  doing  business  in  over  100  countries,  creating 
IBM  personal  printers,  IBM  typewriters,  advanced  com- 
puter keyboards  and  IBM  office-equipment  supphes. 


And  dedicated  to  making  our  mark  by  building  better  ways 
to  help  you  make  yours. 

To  learn  more  about  Lexmark,  call  usatl  800  358-5835, 
ext.  222. 


Lexm^\rk 


Make  Your  Mark 


IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation  in  the  U.S.  and/or  other  countries,  and  is  used  under  license.  Lexmark  is  a  trademark  of  Lexmark  International,  Inc.  ©  1992  Lexmark  International,  Inc. 
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Expansiornrnfi^lmpirl^tate!' 


Growing  Your  Business  in  Upstate  and  Downstate 


NEW  YORK 


ew  York  State  has  achieved 
global  prominence  as  a  result  of 
its  unique  status  as  a  business, 
financial  and  communications 
center  coupled  with  its  reputation  as  a 
cultural  mecca.  It  provides  a  cornucopia  of 
resources  and  benefits  for  businesses  looking 
to  start,  relocate  or  expand  in  the  area. 
One  of  its  chief  resources  is  its  large, 
well-educated  population  base  of  18  million. 
Downstate,  New  York  City  alone  is  home  to 
more  than  7  million  residents,  while  the 
Upstate  cities  of  Buffalo,  Rochester,  Syracuse 
and  Albany,  the  state  capital,  maintain  more 
than  800,000  residents  combined.  Each  of 
these  cities  is  at  the  heart  of  a  metropolitan 


area  that  affords  businesses  excellent  commu- 
nications facilities,  global  financial  institutions, 
highly  accessible  transportation  networks, 
an  abundance  of  affordable  office  space  and, 
most  importantly,  a  skilled  work  force. 

To  get  to  and  from  all  these  areas,  travers- 
ing the  state  is  a  modem,  1 6,600-mile  state 
highway  system  and  3,800  miles  of  railway 
track  in  which  the  state  has  invested  large 
sums  for  maintenance  and  improvements. 
There  are  33  deep-water  ports,  and  air  service 
is  provided  at  362  airports,  including  John  F. 
Kennedy  International  Airport,  which  handled 
close  to  1.3  million  tons  of  cargo  in  1990. 

With  474,000  business  establishments. 
New  York  State's  economic  base  is  both 


broad  and  diverse.  While  in  recent  years 
New  York's  economic  activity  has  reflected 
the  nation's  recessive  climate,  approximately 
1  million  jobs  were  added  to  the  state's 
economy  from  1980  to  1990.  New  York  was 
one  of  the  leaders  in  personal  income 
growth  among  the  50  states  during  the 
1980s,  both  on  a  total  and  per  capita  basis. 

STATE  AND  LOCAL  TAX 
INCENTIVES 

Compared  to  other  states  in  the  Northeast, 
taxes  in  New  York  are  competitive.  The 
state's  maximum  personal  tax  rate  has 
declined  in  recent  years  —  it's  now  lower 
than  at  any  time  since  the  1950s. 


In  Upstate  NewYork,  You'll  Find 
Refreshing  Source  Of  power. 


produce  thousands  of  well-educated, 
well-rounded  graduates. 

For  more  information  about 
what  makes  Upstate  NewYork 
such  a  good  business  decision,  or  to 
get  our  free  white  paper  The  Richest 
Market:  Opportunities  in  the  North- 
east US.  and  Canada,  call  today  1- 
800-944-6460,  ext.  12.  You'll  find 
out  what  other  companies  have  al- 
ready learned:  there's  something  in 
the  water     ^jna 
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Somebody  Up  There  UkesM 

Niagara  Mohawk  Power  Corporation  and  the  NewYork  State  Department  of  Economic  Development.  Upstate  NewYork  Economic  Development  Partnership,  835  Canal  Street,  Syracuse,  NY  13210-7907. 


Ifyou're  looking  for  the 
perfect  new  location  for  your  busi 
ness,  there  are  a  number  of  very 
powerful  reasons  to  consider 
Upstate  NewYork. 

Thanks  to  an 
abundance  of  clean 
and  efficient  hydro- 
power,  we  offer  some 
of  the  lowest  power 
costs  in  the  North- 
east. What's  more, 
hydro  is  not  only  our 


We  can  thank  hydropower 
for  some  of  the  lowest  pow- 
er costs  in  the  Northeast. 


And  since  knowledge 
is  also  power,  we  can  provide 
you  with  access  to  one  of  the 
most  powerful  research  facili- 
ties in  the  world  (Cor- 
nell University)  and 
one  of  the  strongest 
work  forces  in  the 
country  Our  colleges 
and  universities 
(including  Rochester 
Institute  of  Technology 
Syracuse  University 


least  expensive  source  of  energy  it's     and  Rensselaer  Polytechnic 
also  better  for  the  environment.  Institute,  to  name  just  a  few) 
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The  state  also  offers  businesses  a  variety 
of  tax  credits,  deductions,  write-offs  and 
exemptions  to  create  a  competitive  tax  struc- 
ture. Programs  range  from  low-interest  loans 
and  loan  deferrals  to  investment  tax  credits, 
wage  tax  credits  and  job  training  grants. 

"New  York  State  offers  the  most  extensive 
investment  tax  credit  in  the  country,"  says 
Vincent  Tese,  state  director  of  economic 
development.  "We  also  provide  an  unparal- 
leled range  of  financial  and  technical  assis- 
tance programs  for  business.  Companies  can 
expand,  modernize,  improve  competitiveness, 
find  new  markets,  train  workers,  purchase 
new  equipment  and  enhance  productivity — 
all  with  the  help  of  New  York  State," 

What  do  taxpayers  get  for  their  money? 
Innovative  ideas  and  committed  service. 
The  state's  latest  program.  Global  New  York, 
helps  small  and  medium-sized  companies 
market  and  export  their  products  worldwide. 
Global  New  York  has  economic  development 
offices  in  Tokyo,  Hong  Kong,  Toronto, 
Montreal,  London  and  Frankfurt. 

"We're  operating  in  a  fast-moving  interna- 
tional economy,"  says  Tese.  "And  Governor 
Cuomo's  Global  New  York  initiative  helps 
New  York  firms  reap  maximum  benefits  from 
the  wodd  marketplace.  We  offer  an  array  of 
export  services  to  small  and  medium-sized 
businesses.  Firms  can  get  the  technical  and 
financial  help  they  need  to  find  —  and  keep 
—  overseas  customers  for  their  products." 

UPSTATE_ 

New  York  B 


BY  SUt  CARROLL  LINHORST 


Upstate  New  York  is  home  to  thriving, 
viable  cities  attractive  to  both  employees  and 
businesses.  Ask  William  J.  Donlon,  chairman 
of  the  board  and  chief  executive  officer  of 
Niagara  Mohawk  Power  Corp.,  why  he 
lives  in  Upstate  New  York,  and  he  ticks  off 
the  reasons,  naming  the  region's: 

■  Ideal  location:  Half  the  U.S.  population 
is  within  a  750-mile  radius 

■  Sophisticated  transportation  network, 
which  connects  highways,  waterways, 
railroads  and  airports 

■  Abundance  of  affordable  land,  water 
and  energy 

■  High-tech  industrial  base 

■  Well-educated,  highly  skilled  work 
force 

■  Diverse  and  excellent  quality  of  life 

WELL-INTEGRATED  MULTIMODAL 
TRANSPORTATION  SYSTEM 

Upstate  New  York's  sophisticated  trans- 
portation system  links  highways,  railways, 
waterways  and  air.  The  New  York  State 
Thruway  travels  north  to  Albany  and  then 


west  to  Buffalo  and  beyond.  Interstate  81 
intersects  the  state  at  Syracuse,  heads  north 
to  the  Canadian  border  and  south  to  Penn- 
sylvania. Buffalo,  Rochester,  Syracuse  and 
Albany  have  international  airports.  Conrail 
and  Amtrak  serve  the  area.  The  deep-water 
ports  of  Buffalo,  Oswego  and  Ogdensburg 
access  the  Great  Lakes  and  the  Atlantic  Ocean 
via  the  St.  Lawrence  Seaway.  The  port  of 
Albany  and  an  extensive  canal  system  link 
the  region  to  the  Atlantic  Ocean. 

HIGH-TECH  IS  OLD  HAT 

A  unique  combination  of  industrial  and 
university-based  information  resources 
makes  the  region  an  ideal  location  for 
research-intensive  industries.  A  statewide 
fiber-optic  communications  system  links 
more  than  50  industrial  and  academic 
research  facilities  in  Upstate  New  York, 
creating  a  network  that  provides  businesses 
access  to  sophisticated  problem-solvers. 
The  system  offers  links  to  the  national 
research  networks  at  the  National  Science 
Foundation,  NASA  and  the  Defense  Depart- 
ment, as  well  as  immediate  access  to 
worldwide  networks  through  a  simple 
computer  connection. 

There's  a  strong  relationship  between 
Upstate's  business  and  university  research. 
Six  of  New  York  State's  nine  state-funded 
Centers  for  Advanced  Technology  are  located 
Upstate.  Through  Cornell  University's  super- 
computer, businesses  can  tap  vast  sources  of 
scientific  research  and  information.  At  Syra- 
cuse University's  Northeast  Parallel  Architec- 
tures Center,  hundreds  of  computer  brains 
simultaneously  solve  different  facets  of  a 
single  industrial  problem.  And  at  just  three  of 
the  Albany-area  universities  —  Rensselaer 
Polytechnic  Institute,  the  State  University  at 
Albany  and  Albany  Medical  College  — 
research  budgets  exceed  $80  million. 

The  region  has  a  history  of  spawning 
successful  entrepreneurs.  In  Upstate  New 
York,  George  Eastman  established  Eastman 
Kodak,  Thomas  Watson  created  the  Interna- 
tional Business  Machine  Company  and 
Thomas  Edison  founded  General  Electric. 


Upstate  New  York  is  also  the  birthplace  of 
Xerox,  Bausch  &  Lomb  and  Corning. 

THE  CANADIAN  CONNECTION: 
SIGNS  OF  NEW  ECONOMIC 
GROWTH 

Many  companies  are  choosing  Upstate 
New  York  to  build  or  expand.  Buffalo  is  an 
excellent  example  of  the  upstate  spirit.  The 
city  has  bounded  back  from  the  decline  of  its 
once-strong  heavy  manufacturing  industries, 
such  as  steel.  Since  the  mid-1980s,  new 
office  towers  have  been  built,  hotels  have 
gone  up  downtown  and  older  buildings  have 
been  renovated.  The  city  put  in  a  $554 
million  Metro  Rail  System,  turned  entire 
downtown  blocks  into  a  pedestrian  mall  and 
built  a  new  $55  million  baseball  stadium  for 
the  Buffalo  Bisons.  In  the  suburbs,  a  new 
$100  million,  1.2  million-square-foot  mall 
began  attracting  Canadian  shoppers.  The  city 
was  poised  to  take  advantage  of  its  location, 
when  the  Free  Trade  Agreement  with  Canada 
began  in  1989. 

Canadian  companies  are  establishing  toe- 
holds in  the  American  market,  using  Upstate 
as  their  starting  point.  Says  Richard  F.  Gorko, 
executive  director  of  Metro  Buffalo  Alliance 
for  Economic  Development,  "We  assist  them 
in  any  way  that  we  can  —  whether  it  is  with 
financing,  locating  an  immigration  attorney, 
recnjitment  and  training  of  skilled  labor.  We 
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act  as  a  one-stop  shopping  center  for  businesses 
that  are  looking  to  expand  into  the  area. 

"Over  the  last  five  years,  from  July  1987  to 
the  present,  we  have  assisted  120  Canadian 
companies,  but  there  have  been  estimates  that 
as  many  as  500  Canadian  companies  have 
come  across  the  border  in  the  last  five  years." 

The  advantages  of  Upstate  New  York  over 
Canada  are  clear  for  Canadian  business, 
Gorko  says.  Taxes  in  New  York,  particularly 
business  taxes,  are  lower.  Land  is  much 
less  expensive  on  the  U.S.  side  of  the  border. 
"We've  found  it  to  be  about  10  times  as 


BANKING  ON  BUSINESS 

"Without  question.  Upstate  New  York 
is  alive  and  well  and  ready  to  do  busi- 
ness," says  M.  Frederick  Duranko,  execu- 
tive vice  president  for  Chase  Lincoln  First 
Bank,  N.A. 

Chase  Lincoln  is  headquartered  in 
Rochester,  with  divisions  in  most  Upstate 
cities  including  Syracuse,  Binghamton, 
Jamestown,  Buffalo,  Albany  and  Water- 
town.  Duranko  runs  the  Upstate  retail 
side:  110  branches  as  well  as  the  Business 
and  Professional  Lending  operation.  At 
the  end  of  1991,  Chase  Lincoln's  small  busi- 
ness loan  portfolio  exceeded  $245  million. 

What  was  once  a  regional  lender  went 
through  a  major  metamorphosis  in 
1984,  when  Chase  Manhattan  acquired 
Rochester-based  Lincoln  First  Bank.  "Now 
we  can  tap  more  resources  than  we  were 
able  to  tap  prior  to  the  acquisition  by 
Chase,"  Duranko  said.  "That  provides  the 
individual,  as  he  grows,  far  more  resource 
capability  than  we  could  deliver  as  an 
independent  bank." 

Similar  acquisitions  mean  that  other 
commercial  banks  in  the  Upstate  area  can 
provide  additional  services.  "An  advan- 
tage of  Upstate  New  York,  from  a  finan- 
cial standpoint,"  says  Duranko,  "is  that  we 
do  have  the  resources  to  tap.  You  don't 
outgrow  a  bank  and  then  have  to  switch 
your  relationships." 


J^^.  CHASE  urges  you  to  explore 
a  land  beyond  "the  big  apple."  A 
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land  of  juicy  red  apples  and  gleaming 
crystal  apples.  A  land  of  high  tech 
manufacturing  and  growing  service 
industries.  A  bountiful  land  that 
welcomes  your  business.  A  land  called 
Upstate  New  York. 

At  Chase,  whether  your  company  is 
blue  chip  or  on-the-grow,  we're  eager  to 
dig  in  and  learn  your  business,  help  you 
access  capital  and  optimize  cash  manage- 
ment, and  even  turn  around  on  a  dime 
to  help  you  seize  opportunities.  As  you 
come  to  need  increasingly  sophisticated 


financial  products,  we  can  also  help  you 
get  all  that  Chase  has  to  offer. 

If  you'd  like  to  explore  relocating, 
expanding  an  existing  business,  or 
opening  a  facility  for  an  international 
corporation,  call  Bradley  M.  Damon, 
Sr.  Vice  Preside  it,  at  1-716-258-5421. 
Through  our  110  Upstate  offices,  we'll 
help  you  grow  golden  apples. 


CHASE  ,    , 
'6U^ifi^SS^ER¥IQES 


CHASE.  PROFIT    FROM 
THE    EXPERIENCE." 
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Were  Drivin; 
Business  Into 
Upstate 
New  YoxV, 

William  /.  Donlon 
Chief  Executive  Officer 

The  fact  that  Spalding  Sports  Worldwide  built 
a  new  multi-million  dollar  plant  in  Upstate  New- 
York  shows  that  our  region  has  a  lot  on  the  ball. 

It  proves  that  the  public  and  private  sectors 
can  work  together  to  attract  business.  Niagara 
Mohawk  is  proud  to  ha\e  been  part  of  the  effort. 


Spalding's  new  facility  will 

mean  as  many  as  250  jobs  in 

the  next  three  to  five  years. 


Because  of  Spalding's  hea\y  demand  for  power, 
our  special  economic  development  rates  were 
crucial  to  their  decision  to  move  here. 

And  as  we  help  attract  more  business,  it  means 
new  jobs  and  new  economic  vitality. 

What's  more,  we're  helping  businesses  that  are 
already  here  with  revitalization  rates  as  well  as 
reduced  long-term  rates  for  expansion. 

So  call  Ed  Kearney  at  1-315-428-6392  (Fax: 
1-315-428-3419)  for  more  information. 
He'll  show  you  why  Upstate  New  York 
could  suit  your  company  to  a  tee. 

Niagara  Mohawk 

^  Power  Corporation 
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much  in  the  metro  Toronto  area  compared  to 
the  metro  Buffalo  area,"  he  explains. 

The  Canadian 
influence  is 
now  being  felt 
throughout 
Upstate  New 
York.  The  Law- 
son  Mardon 
Group  Ltd. 
opened  a  $9 
million  printing 
and  packaging 
plant  in  the 
Syracuse  area 
this  spring.  The 
company  used 
more  than  $1 
million  in  gov- 
ernment finan- 
cial incentives 
put  together  by 
the  Metropolitan 
Development 
Association 
of  Central 
New  York. 

AN  OUTSTANDING 
QUALITY  OF  LIFE 

In  addition  to  many  business  incentive 
programs,  Upstate  New  York  offers  an  out- 
standing quality  of  life.  The  area  is  home  to 
clear,  clean  lakes,  spectacular  beauty,  world- 
class  wineries  and  Olympic-quality  skiing. 

Niagara  Mohawk  Power  Corp.'s  Donlon, 
who  works  in  Syracuse,  says,  "On  many 
occasions  people  are  transferred  to  Upstate 
New  York  for  a  career  opportunity.  They're 
hesitant,  but  after  the  move  they're  amazed, 
and  then  they  don't  want  to  leave." 

Best  Places  to  Live  in  America  listed  Buffalo 
number  31  among  333  metropolitan  areas. 
Rochester  was  ranked  number  8  by  the 
Places  Rated  Almanac.  Parenting  magazine 
named  Syracuse  one  of  its  Ten  Best  Family 
Cities,  citing  its  "excellent  schools,  diverse 
neighborhoods  and  beautiful  scenery." 


Housing  prices  in  Upstate  New  York  are 
among  the  most  affordable  in  the  nation.  In 
1991,  when  the  national  median  sale 
price  of  an  existing  single-family  house 
was  $101,100,  Buffalo's  median  price 
was  $81,000. 

Details  make  Upstate  New  York 
addicting.  The  average  commute  to 
work  in  Albany,  for  example,  is  less 
than  17  minutes.  Upstate  is  home  to  72 
colleges  and  universities  as  well  as  a 


number  of  worid-renowned  health-care 
research  centers.  Medical  care  is  excellent 
and  reasonably  priced. 

There  are  orchestras  in  Buffalo,  Rochester 
and  Syracuse.  The  Albany  area  is  the  sum- 
mer home  for  the  New  York  City  Ballet,  the 
New  York  City  Opera  Company  and  the 
Philadelphia  Orchestra,  and  the  historic  thor- 
oughbred racetrack  in  Saratoga  Springs 
attracts  millions  each  August. 

Worid-class  museums  abound,  including 
the  Baseball  Hall  of  Fame  in  Cooperstown 
and  the  International  Museum  of  Photogra- 
phy in  Rochester.  The  Buffalo  area  is  home 
to  the  Buffalo  Bills  as  well  as  to  one  of  the 
seven  natural  wonders  of  the  world,  Niagara 
Falls.  There  are  professional  hockey  teams, 
baseball  teams,  hundreds  of  golf  courses, 
water  sports  and  fishing  on  the  Great  Lakes 
and  Finger  Lakes,  as  well  as  the  many  small 
lakes  and  reservoirs  that  dot  the  rolling  hills. 


NIAGARA  MOHAWK: 

gas  during  the  first  year  of  a  new  busi- 

THE POWER  TO  GROW 

ness  or  expansion.  Discounts  on  elec- 

Niagara'Mohawk, the  largest  power  com- 

tricity continue  for  five  years  — 10% 

pany  in  Upstate  New  York,  has  been  active  in 

savings  the  first  two  years,  7%  the 

economic  development  for  more  than  a  gen- 

next two  years  and  5%  the  final  year. 

eration.  "Niagara  Mohawk  is  in  a  competitive 

■  For  businesses  located  in  a  New  York 

business  now,"  says  Edward  J.  Kearney  Jr., 

State  Economic  Development  Zone, 

economic  development  director.  "To  be  com- 

Niagara Mohawk's  Economic  Develop- 

petitive, you've  got  to  be  out  there  with  your 

ment  Zone  Rate  can  mean  savings  of 

best  foot  forward.  We  are  totally  committed." 

up  to  50%.  Zones  are  defined  by  the 

To  commercial  customers,  that  means 

state  as  areas  that  are  economically 

real  savings  with  the  following: 

underdeveloped. 

■  The  Economic  Development  Rate  can 

By  the  end  of  1990,  227  businesses  had 

save  a  medium-sized  manufacturer  up 

taken  advantage  of  these  special  incentive 

to  $140,000  in  electricity  and  natural 

programs. 

There  are  dozens  of  wineries  in  the  Finger 
Lakes  and  the  Lake  Erie  wine  district.  The 
wilderness  pre.serves  of  the  Adirondack  and 
Catskill  mountains  are  larger  than  the  states 
of  Massachusetts  and  Rhode  Island  combined. 

If  there  is  a  drawback  to  Upstate  New 
York,  perhaps  Niagara  Mohawk's  Donlon 
puts  his  finger  on  it:  It  is  tough  on  the  golf 
swing.  "I  walk  around  the  golf  course  and 
I'm  looking  up  too  many  times.  I  should  be 
keeping  my  head  down.  But  when  you  look 
up  and  look  around,  the  greenery  and  lush- 
ness  of  Upstate  New  York  is  second  to  none, 
anywhere." 

DOWN- 
STATE 


New  York  H 


BY  STEPHANIE  EERM 


While  Downstate  New  York  is  perhaps 
the  best  known  region  of  the  state,  it's  also 
the  most  misunderstood.  Perhaps  it's  because 
the  terrain  is  so  diverse  —  the  suburban 
beach  communities  to  the  east,  the  rolling 
hills  and  rural  areas  to  the  north  and,  of 
course,  the  skyscrapered  Big  Apple  itself.  Or 
maybe  it's  the  ethnic  and  cultural  diversity  of 
the  people  that  gives  Downstate  a  multi- 
faceted  work  force  that  boasts  an  exceptional 
pool  of  talent.  Still,  it's  hard  to  put  a  finger 
on  its  industrial  specialties,  because  so  many 
industries  have  made  a  home  within  the  region. 

There  is  no  definitive  description  of  this 
area  because  Downstate  New  York  is  not 
one  region  but  three,  each  with  its  own 
interrelated  economy,  distinct  lifestyle  and 
industry  specializations  —  the  Mid-Hudson, 
Long  Island  and  New  York  City  regions. 

The  Mid-Hudson  region,  a  4,581-square- 
mile  area  directly  north  of  New  York  City 
and  south  of  the  capital  district,  is  home  to  a 
host  of  high-technology,  distribution  and  ser- 
vice industries.  Its  proximity  to  New  York 
City,  complemented  by  an  excellent  highway 
system,  rail  network  and  Hudson  River  ports, 
has  facilitated  industrial  and  commercial 
development.  The  area's  cost-competitive- 
ness and  readily  available  land  have  induced 
a  number  of  major  firms  to  establish  corpo- 
rate headquarters  there,  including  Texaco, 
General  Foods,  PepsiCo  and  IBM. 

As  a  high-technology  hub  serving  such 
markets  as  defense,  telecommunications  and 
computers.  Long  Island  has  established  a 
thriving  economy  that  is  increasingly 
self-sufficient.  As  recently  as  five  years  ago, 
more  than  $5  billion  in  prime  defense  con- 
tracts were  awarded  to  Long  Island  firms. 
Now,  however.  Long  Island  is  becoming  best 
known  for  its  impressive  biotechnological 
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Simply  Put, 
We  Love  New  York 


The  state  with  a  well- 
spring  of  natural  and  pro- 
fessional resources.  And 
Goldman  Sachs  is  proud 
to  provide  New  York 
with  the  support  it  needs 
to  grow  and  prosper.  Our 
longtime  residence  here 
is  further  evidence  of  our 
continued  commitment 
to  the  future  of  this  great 
state  and  to  all  of  the 
communities  that  thrive 
within  it. 


industries.  It's  home  to  several  major 
research  institutions,  including  Cold  Spring 
Harbor  Laboratory  and  the  State  University  of 
New  York  at  Stony  Brook,  which  offers  sup- 
port of  early  phase  research  with  commercial 
potential  and  operates  a  high-tech  incubator 
to  assist  startup  companies. 

New  York  City's  $100  billion  market  for 
goods  and  services  places  it  among  the 
wodd's  top  20  national  economies.  The  city 
leads  the  nation  in  financial,  insurance, 
accounting  and  communications  services.  In 
manufacturing,  half  of  all  production  jobs  are 
in  apparel,  publishing  and  printing.  Here, 
too,  New  York  City  is  the  country's  leader. 

What  can  be  said  about  New  York  City  that 
hasn't  been  said  a  thousand  times  over?  John 
Manak,  manager  of  economic  development 
for  Consolidated  Edison  of  New  York  Inc.,  the 
principal  electric  utility  for  New  York  City  and 
the  Mid-Hudson  region's  Westchester  County, 
says  it  simply:  "In  order  to  be  a  world-class 
city  you  need  several  things:  a  healthy  infra- 
structure, a  high  concentration  of  sophisticated 
communications  and  informational  systems, 
and  globally  recognized  financial  trading 
markets  and  services.  While  many  cities  have 
these  assets  in  various  proportions,  virtually 
none  has  these  attributes  in  such  equal  mea- 
sure as  New  York." 

Each  of  these  regions  offers  businesses 
looking  to  Stan,  relocate  and  expand  excep- 
tional opportunities  and  incentives  to  help 
them  grow  and  prosper.  They  also  offer  an 
excellent  quality  of  life  with  good  education- 
al systems,  attractive  neighborhoods,  worid- 
renowned  health  care  and  the  professional 
and  personal  advantages  of  being  linked  to 
one  of  the  greatest  financial  and  cultural 
centers  in  the  worid. 

NEW  YORK  CITY  REGION 

New  York  is  the  largest  city  in  the  U.S.  — 
an  international  center  for  commerce, 
finance,  health  sciences,  fashion,  pharmaceu- 
ticals, entertainment  and  the  arts.  These 
industries  fuel  the  nation's  largest  service 
sector  that  is  the  leading  area  employer. 

One  of  the  most  vital  industries  in  the 
Big  Apple  is  financial  services.  David  Clapp, 
partner  in  charge  of  the  municipal  bond 
department  for  Goldman,  Sachs  &  Co.,  says,  . 
"New  York  provides  businesses  with  instant 
access  to  the  top  financial  institutions, 
markets  and  services.  For  companies  that 
engage  in  business  globally.  New  York  is 
their  link  to  the  rest  of  the  world." 

To  get  New  Yorkers  to  their  jobs,  the  city 
boasts  the  worid's  largest  rapid  transit  system, 
daily  transporting  neady  4  million  passengers 
to  and  from  work.  New  York's  sophisticated 
transportation  network  includes  two  major 
airports,  LaCuardia  and  John  F,  Kennedy 
International  (the  world's  largest  air  cargo 
center),  that  provide  direct  service  to  more 
than  400  destinations  worldwide. 
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The  city  is  the  largest  shipping  center  in 
the  U.S.  More  than  half  of  the  nation's 
seaborne  general-cargo  exports  flow  through 
the  Port  of  New  York  and  New  Jersey,  which 
serves  more  than  100  steamship  lines  from 
around  the  world.  "In  a  time  of  increasing 
globalization  of  the  marketplace,  the  New 
York  metropolitan  area  is  well  positioned  to 
take  advantage  of  the  increased  international 
activity  in  finance  and  business  services,  as 
well  as  exports  of  computer  and  electronic 
goods,  pharmaceutical  and  telecommunica- 
tions," says  Richard  C.  Leone, 
chairman  of  the  Port  Authority  of 
New  York  and  New  Jersey. 


that  more  than  80  biotech  companies  dot 
Long  Island's  suburban  landscape,  as  well  as 
numerous  farms  and  commercial  fishing 
villages  on  its  eastern  end.  Long  Island  has 
its  own  MacArthur  Airport,  but  Kennedy  and 
LaGuardia  airports  are  also  easily  accessible 
to  its  residents. 

It's  no  wonder  that  Long  Island  consistently 
ranks  high  among  the  nation's  metropol- 
itan areas  when  it  comes  to  quality  of 
living.  Propinquity  to  one  of  the  world's 
greatest  cities,  a  burgeoning  economy,  an 

abundance  of 
cultural  and 
recreational 
activities  and 
fabulous 
beaches  make 
Long  Island  an 
ideal  place  to 
reside  as  well 
as  to  work. 


One  of  New  York's  key  attractions  for 
businesses  is  its  highly  educated  and  skilled 
work  force.  With  a  labor  pool  of  millions,  the 
city  and  its  surrounding  area  are  home  to 
more  college  graduates  than  anywhere  else 
in  America. 

With  more  than  150  museums,  400  art  gal- 
leries and  238  theaters.  New  York  is  a  cultural 
mecca  that  attracts  millions  of  tourists  who 
spend  more  than  $9  billion  annually.  To  visi- 
tors and  residents  alike.  New  York  is  consid- 
ered the  most  dynamic  city  in  the  world. 

LONG  ISLAND  REGION 

With  moTt  than  900  high-tech  firms  repre- 
sented within  its  1,200  square  miles,  Long 
Island  supports  a  growing  network  of  sub- 
contractors in  addition  to  the  40,000  engi- 
neers currently  residing  there. 

Not  only  are  many  major  defense  contrac- 
tors based  on  Long  Island,  but  many  large 
manufacturers  in  the  communications  and 
computer  fields  find  it  a  prime  location 
as  well.  While  high-technology  companies 
are  prominent  within  the  region,  so  are 
others,  such  as  publishing  groups  Newsday 
and  Doubleday  and  cosmetics  company 
Estee  Lauder. 

A  drive  through  Long  Island  will  show 


MID-HUDSON  REGION 

The  largest  industrial  employer  in  the 
Mid-Hudson  region,  IBM,  employs  more  than 
40,000  people  at  a  number  of  locations 
throughout  the  area.  This  high-tech  environ- 
ment has  also  attracted  a  number  of  smaller 
high-technology  firms  and  numerous  indus- 
trial research  laboratories.  Other  large  com- 
panies in  Westchester  County,  such  as 
Reader's  Digest,  Avon,  Ciba-Geigy,  General 


Foods,  Texaco,  PepsiCo  and  AT&T,  have 
also  found  an  attractive  pool  of  local  talent. 

While  manufacturing,  retail  trade, 
government  and  service  sectors  provide 
a  substantial  percentage  of  the  employment 
in  this  region,  travel  any  of  the  highways 
or  byways  that  connect  the  counties 
within  this  area  and  you  will  see  that 
agriculture  still  plays  an  important  part  in 
the  local  economy.  Large  and  small  produce 
and  dairy  farms  are  scattered  throughout 
the  countryside. 

Three  airports  make  exporting  and 
business-related  travel  to  almost  anywhere 
in  the  wodd  accessible  and  economical. 
Stewart  International  Airport  offers  ideal 
transportation  access,  a  full-service  industrial 
park,  and  has  been  designated  a  Foreign 
Trade  Zone  by  the  U.S.  Department  of 
Commerce. 

The  region's  farms  and  wineries,  along 
with  its  picturesque  recreational  areas  and 
historical  land- 
marks, make  the 
Mid-Hudson  area 
a  popular  four- 
season  escape  for 
tri-state  residents. 
These  benefits, 
plus  safe,  affordable 
neighborhoods 
and  excellent 
post-secondary 
education  opportu- 
nities, make  it 
an  ideal  place  to 
live  as  well. 
Not  surprisingly.  New  York  State  leads  all 
others  as  the  headquarters  for  the  nation's 
largest  SOO  industrial  corporations.  For  both 
large  and  small  firms,  Upstate  and  Downstate 
New  York  provide  special  research  and 
development  opportunities  for  partnership, 
investment  and  growth  —  and  a  variety  of 
lifestyle  choices  to  enjoy. 

DE,SIGN;  DAVID  NOVEMBER  &  CO.,  INC. 


CON  EDISON:  ENERGIZING 

business  plan  or  loan  applications. 

NEW  BUSINESS  IN  THE  NEW 

■  Analyze  your  physical  plant  to  identify 

YORK  CITY  AREA 

opportunities  for  grf  iter  energy  effi- 

If you  are  contemplating  a  business 

ciency  and  operating  cost  savings. 

start-up  or  relocating  or  expanding  within 

■  Acquaint  you  with  zoning  requirements 

New  York  City  or  Westchester  County, 

and  give  you  information  about  tax 

Consolidated  Edison  invites  you  to  use  its 

abatements  and  other  forms  of  assis- 

consultancy services.  Con  Edison  can: 

tance  available  from  state  and  munici- 

■ Provide  site  selection  assistance,  in 

pal  governments. 

cooperation  with  local  real  estate  bro- 

If Con  Edison  cannot  provide  the  infor- 

kers, chambers  of  commerce  and  local 

mation  or  services  you  need,  it  will  refer 

economic  development  corporations. 

you  to  its  extensive  list  of  contacts  and  put 

■  Assist  you  or  your  consultant  with 

you  in  touch  with  those  who  can. 

feasibility  studies,  including  legal  and 

(Excerpted  from  The  World's  Greatest 

code-compliance  considerations. 

Marketplace  For  Goods,  Services  and  Ideas, 

■  Provide  energy  estimates  for  your 

published  by  Consolidated  Edison.) 

If  \bu  Knew  All  Of  NewYbrkYxi'd  Know 
\bu  Could  Have  It  All  In  New  York. 


Manhattan. 
It's  great... 


To  many  people.  New  York  City 
means  Manhattan. 
Well,  Manhattan's  great. 
But  there's  a  lot  more  to 
New  York. 


If  you're  thinking  of  starting, 

expanding  or  relocating  a 

business,  there's  Brooklyn,  a 

borough  with  a  population 
large  enough  to  be  the  fourth  largest  city  in 
the  U.S.A. 
If  you  were  to  locate  your  business  here,  one 

of  the  Brooklyn  Navy  y^ 

Yard's  many  buildings,  or  / 

its  duty-free  trade 

zone,  could  work 

for  you. 

Maybe  you  could 

take  advantage  of 

the  $2.5  billion 

transformation  of 

Brooklyn's 

Brooklyn.  Experiencing  rjnwntown 
a  renaissance.        ,        . 

business  distnct 
and  its  accessibility  to  Manhattan. 
All  in  all,  Brooklyn,  with  its 
abundance  of  possibilities  for  low- 
cost  commercial  and  industrial 
development,  would  give  your 
business  a  wonderful  base. 


There's  a  place  with  lots  of  wide  open  space  in  New 
York  City  It's  Staten  Island.  It  has  6,000  acres  of  land 
still  available  for  commercial,  residential  or  mixed-use 
development.  And  easy  links 
to  New  Jersey  Brooklyn 
and  Manhattan.  But  that's  ^ 
not  all.  There's  the  world's  - 
_  /^^      first  Teleport,  a  100-acre 
\^A  ^       office  park  with  advanced 
I  ^•^.^       worldwide  satellite 
1   //^^-"~    communications  and 
)  '^ r^^  3  ^'ber  optics  cable 


network. 


Staten  isiana.  rienty  i 
space  right  in  NYC 


Queens  An 
Ti         ,1         .   /^  international  crossroads 

Then  there  s  Queens. 
You  might  consider  it  an  international  crossroads. 
With  LaGuardia  and  JFK  International  airports 
within  its  borders.  Queens  is  the  regional  hub  of  air 
travel  and  air  freight. 
But  that's  not  all. 

Nearly  every  ethnic  group  is  represented  in  this 
borough,  giving  Queens  a  diversely  skilled  work  force. 
All  this  has  added  up  to  success  for  the  more  than 
2,500  manufacturers  and  the  same  number  of 
wholesalers  already  in  Queens. 
Why  not  join  them? 

^  ^"^  Consider  the  Bronx. 
With  more  than  1,000 
manufactunng  companies 
and  the  $100  million  Bathgate 
Industrial  Park,  it's  certainly  a 
borough  of  opportunity 
The  Hunt's  Point  Market 
(the  largest  food  distnbution 
center  in  the  nation),  the 
borough's  spacious  new 

industrial  and  retail  facilities  and  its  reasonably  priced 

land  all  make  the  Bronx  a  real  find. 


There's  also 
Westchester  County  on 

the  border  of  New  York  City  With  its  suburban 
ifestyle,  a  rolling  countryside  sporting 
^      dozens  of  office  parks  and  corporate 
headquarters,  a  well-developed 
economy  six  major  cities  and  rail 
lines  and  highways  connecting  to 
New  York  City  Westchester 
fulfills  the  needs  of  many  businesses. 
And  Westchester  has  no  corporate 
or  unincorporated  business  taxes  and  even 
has  an  airport  all  its  own. 

Con  Edison 
IS  working  for 
the  economic 
development  of 
this  area.  For 
qualifying  busi- 
nesses, we  offer 
reduced  rates.  And 
we  pay  rebates  for 
installing  energy-efficient 
equipment.  We  can  also 

tell  you  about  the  many  forms  of  assistance  available 
from  state  and  local  governments.  If  you  are  thinking 
of  starting,  expanding  or  relocating  a  business  in  New 
York  City  or  Westchester  County  call  Con  Edison  at 
(212)  460-4000  or  mail  in  this  coupon,  and  we'll  help 
you  find  a  home  for  your  business  once  and  for  all 


\ 


Westchester  County. 

A  suburban  lifestyle  and 

a  well-developed  economy 


The  Bronx  Borough 
of  opportunity 


Edison 


Mail  this  coupon  to 

CON  EDISON  ECONOMIC  DEVELOPMENT 

PO  BOX  900.  NEW  YORK.  NY  10003 

Please  send  me  a  free 
Economic  DtvELORMtNi  booklet 

I  please  print) 
NAME 


COMPANY  NAME. 

ADDRESS 

CITY 


STATE. 


.ZIP  CODE. 


Russia 


more  of  a  commitment — but  he's  un- 
likely to  give  it  unless  you're  very 
important  to  him.  Although  they 
have  very  little,  people  are  always 
waiting  for  something  better  to  come 
along,  so  a  commitment  to  you  might 
interfere  with  something  better. 
Might  possibly. 

Anyone  who  thinks  money  is  just 
money  is  in  for  a  shock  when  he  comes 
to  Russia.  There  were  until  recently 
multiple  exchange  rates — one  for 
commercial  transactions,  one  for 
tourists,  another  for  citizens  buying 
money  to  travel  abroad.  Businesses 
with  hard -currency  revenues  are 
obliged  to  sell  50%  of  the  take  to  the 
state  at  a  certain  rate  (although  the 
percentage  and  the  rate  keep  chang- 
ing); income  taxes  on  foreigners,  for- 
merly payable  in  rubles  (and  negligi- 
ble), are  now  payable  in  hard  curren- 
cy. Then  there  are  confusing 
regulations  about  who  may  be  paid  in 
hard  currency,  and  which  businesses 
may  charge  it.  The  small  amount  a 
Russian  pays  for  a  state  apartment  has 
no  relation  to  any  kind  of  market 
value — or  any  relation  to  what  a  for- 
eigner has  to  pay. 

But  even  when  you  do  get  rubles 
translated  into  real  money,  you  don't 
really  know  what  something  will  cost. 
Things  cost  effort  as  well  as  money. 
For  example,  take  the  communica- 
tions business,  which  is  in  fact  attract- 
ing considerable  investment.  Twenty- 
five  million  rubles  for  a  satellite 
ground  station,  a  price  I  heard  recent- 
ly, does  not  really  mean  $155,000, 
which  would  be  cheap.  You  can't  just 
send  a  check  and  take  delivery  of  a 
functioning  system. 

The  money  is  only  a  small  part  of 
what  you  need.  You  need  someone 
persistent  and  persuasive  to  take  the 
time  to  make  all  the  phone  calls  to  get 
the  job  done.  You  need  someone  to 
get  the  supplies  to  the  manufacturer; 
you  need  to  persuade  the  manufactur- 
er to  build  the  thing  for  you.  Precisely 
because  the  price  is  low,  he's  not  very 
interested  in  expending  the  energy  to 
get  the  work  done,  but  it  might  not 
occur  to  him  to  raise  the  price.  Mean- 
while, his  workers  probably  don't 
want  to  work — and  they  certainly 
have  no  interest  in  getting  the  system 
out  on  time. 

Once  the  system  is  built,  it  needs  to 
be  moved  to  the  location  where  it  will 


be  used.  The  trucker  may  or  may  not 
show  up  on  the  appointed  day.  Like- 
wise, the  people  who  are  supposed  to 
install  the  system  may  or  may  not 
show  up;  maybe  they  got  drunk  or 
maybe  something  turned  up  (like  a 
fishing  trip,  a  sick  child  or  another 
more  interesting  job). 

Most  people  in  Russia  today  do  not 
live  on  rubles  but  rather  on  informal 
exchanges  among  friends  (as  opposed 
to  the  black  market,  which  involves 
formal  if  illegal  exchanges  among 
business  people  and  middlemen). 
Thus  the  inflation  rates  you  read 
about  are  real  but  meaningless;  peo- 
ple would  already  be  starving  or  riot- 
ing if  they  relied  on  their  formal  sala- 
ries. (Life  is  indeed  perilous  for  old- 
age  pensioners  without  families  or 
other  people  abandoned  by  their 
communities  or  stranded  away 
from  home.) 

For  example,  a  friend  of  mine  re- 
members happily  the  period  he  spent 
with  a  girlfriend  who  knew  a  butcher; 
he  came  home  to  a  meat  dinner  each 
night.  Nonsmokers  give  their  ciga- 
rette ration  coupons  to  friends. 
Handy  people  fix  other  people's  cars, 
and  get  fruit  from  the  car  owners' 


gardens  in  return. 

Personally,  I'm  always  looking  for 
places  to  swim.  You  can't  just  find  a 
public  pool,  pay  a  few  rubles  and  go 
in.  You  have  to  know  someone.  In 
Kiev,  one  of  the  workers  at  a  company 
I  was  visiting  had  a  son  who  was 
champion  of  the  12-year-olds'  swim 
team;  his  swimming  coach  let  me  in  to 
use  the  pool,  and  I  gave  him  a  T  shirt 
in  thanks.  In  St.  Petersburg,  Igor  had 
an  employee  called  Natasha;  Nata- 
sha's mother  used  to  go  skating  with  a 
woman  who  worked  at  a  neighbor- 
hood swimming  pool.  .  .  .  Same  sto- 
ry, but  this  time  I  "paid"  with  some 
sunglasses  and  a  pair  of  socks. 

One  day  I  was  with  a  friend  when 
we  visited  a  company  that  had  instant 
coffee  and  sausages  in  its  cafeteria.  He 
scooped  up  a  tin  of  the  instant  coffee 
and  left  behind  a  few  rubles.  The  price 
he  paid  was  probably  more  than  he 
would  have  paid  in  a  state  store,  but 
he  saved  himself  the  trouble  of  wait- 
ing on  line  in  a  store.  He  got  some 
dirty  looks. 

This  shadow  economy  outside  the 
money  economy  is  not  quite  a 
"black"  market,  just  an  alternative, 
inefficient  system.  It's  akin  to  pre- 
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One  number. 

Five  uncompromising  hotels  &  resorts. 


THE  REGISTRY  HOTELS: 
Charlotte,  North  Carolina 
Mimieapolis/St.  Paul, 
Minnesota 


THE  REGISTRY  RESORTS: 
The  Don  CeSar,  St.  Petersburg 

Beach,  Florida 
Naples,  Florida 
Scottsdale,  Arizona 

US.  & CAN.\DA 

1-800-247-9810 


REGISTRY. 

'Hotels&Resorts' 


The  Possibilities  Are  Infinite... 


When  The  World  Of  Design  AHgns 
With  The  World  Of  Prepress 

G.S.  Imaging  Services 

Ifhceusa 


1  Kero  Road,  Carlstadt,  NJ  07072 
(201)933-8585 


200  W.  51st  Street,  NY,  NY  10019 
(212)  736-4888 


Russia 

market  times,  when  people  grew  their 
own  food,  built  their  own  houses, 
made  their  own  clothes.  In  the  U.S. 
most  people  drive  their  own  cars  to 
the  airport  or  take  some  form  of 
public  transportation.  In  Russia, 
where  the  mafia  controls  the  airport 
taxis,  you  get  a  fiiend  to  take  you  or 
pick  you  up.  It's  just  understood;  it's 
not  an  imposition.  Except  for  team 
vacations,  where  you  go  with  your  co- 
workers, people  topically  stay  with 
friends  rather  than  in  hotels,  which 
they  could  not  possibly  afford  on 
salaries  that  average  a  few  thousand 
rubles  a  month  (less  than  $100  at 
current  exchange  rates,  which  are 
meaningless  anyway). 

But  what  if  you  need  a  suitcase  or  a 
pair  of  shoes  and  don't  have  a  friend 
handy  who  can  supply  it?  That's 
where  an  army  of  middlemen  comes 
in.  They  scour  state  stores  or  trucks 
that  "let  things  fall  off  and  then 
resell  the  goods  at  markups  on  the 
streets  or  in  private  stores.  A  shop  in 
the  U.S.  sells  a  certain  range  of  goods, 
and  generally  has  most  of  them  in 
stock  at  any  given  time.  A  Russian 
store,  by  contrast,  is  more  like  a  U.S. 
close-out  store;  it  has  whatever  the 
proprietors  or  their  finders  can  find, 
and  there's  no  consistency.  One  week 
it  may  have  a  shipment  of  toothpaste 
from  India  and  aibber  boots,  sizes  8 
and  9;  the  next  week,  washing  powder 
and  tinned  peaches  from  Bulgaria. 

My  friend  Masha  tells  a  stor\':  "My 
mother  was  walking  down  the  street, 
and  all  the  shops  were  empt\',  as  usual. 
But  then  she  saw  all  these  people 
going  into  a  shop,  so  she  followed 
them.  The  shop  had  just  received  a 
shipment  of  vegetable  choppers.  All 
the  passersby  piled  into  the  store  and 
got  in  the  line."  Each  person  bought 
as  many  choppers  as  she  could  carry 
and  dumped  them  in  those  collaps- 
ible/expandable string  bags  everyone 
carries  for  just  such  occasions. 

How  could  Masha's  mother  possi- 
bly use  the  nine  vegetable  choppers 
she  bought?  Easy.  They  were  a  trad- 
able good,  not  a  single-purpose  kitch- 
en item.  Their  value  easily  exceeded 
their  ruble  cost  because  the  value  to  a 
potential  recipient  included  the  time 
saved  searching  the  stores  and  stand 
ing  in  line  to  find  one.  But  they  might 
get  traded  several  times  before  ever 
getting  used.  The  same  thing  is  hap 
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Award-Winning  Performance 


It's  a  rare  honor  for  an  operation  and  /  or  plant  to  be 
recognized  for  its  overall  performance  by  one  of  its 
customers.  Over  the  last  year,  however,  Fansteel  oper- 
ations have  been  recognized  more  than  a  dozen  times 
for  their  abilities  to  meet  or  exceed  their  customers' 
quality,  cost,  and  delivery  requirements. 

Fansteel's  Wellman  Dynamics  operation,  located 
in  Creston,  Iowa,  alone  received  three  major 
awards  in  the  space  of  a  few  weeks.  United  Tech- 
nology's Pratt  &  Whitney  Canada,  Teledyne  CAE, 
and  the  Department  of  the  Air  Force  Propulsion 
System  Program  Office  each  recognized  Wellman's 
performance  in  the  production  of  critical  aluminum 
and  magnesium  castings  for  engine  production. 

Fansteel  is  a  specialty  metals  manufacturer  of  forg- 
ings,  investment  and  sand  mold  castings,  special 
wire  forms,  carbide  cutting,  mining  and  construction 
tools  for  a  variety  of  highly  technical  industries.  Our 
customers  demand  and  expect  zero  defect,  superior 
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quality,  and  on-time  deliveries.  We've  continually 
exceeded  these  requirements  by  developing  a  unique 
combination  of  technical  expertise,  manufacturing 
excellence,  and  a  highly  trained,  motivated  and 
dedicated  work  force. 

Our  constant  attention  to  the  development  of  these 
skills  insures  that  Fansteel  will  continue  to  meet  or 
exceed  our  customers'  requirements  for  years  to  come. 

Fansteel's  award-winning  performance  is  just 
one  more  reason  why  it  will  pay  you  to  know  more 
about  us. 


IFanslcd 

1  Tantalum  Place 
North  Chicago,  IL  60064 
708-689-4900 
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Forcings,  Sand  Moi  d  \' 


TACTIKCR  or  hABRICATrn  AlRCRAPT/Ar.ROSP  \f  I    WD  \\l  APON.S  SvsrrMb  COMPONHNTS, 

iNi  Castings,  Cutting  and  Muting  Tools,  Tool  Hih.ding  Dlvtcts,  Coal  Mining 


Tools  \nd  .ArcrssoRi.s,  Constriction  T( 


\Vt  \R  Parts  and  Spli  iai  Wikl  Forms. 
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"Ethan,  a  long  voyage  like  this  takes  courage  and  patience, 
but  when  we  reach  port  it's  worth  the  trip  — just  like 
owning  a  mutual  fund  with  a  good  skipper." 


ANNUAL                  BERGER 

TOTAL  RETURN           JwX 

THRU  6-30-1992*       100  FUND 

BERGER 
101  FUND 

1  YEAR         24.1  % 

32.4  % 

5  YEARS      16.5% 

8.7% 

10  YEARS      17.5% 

16.9  % 

PERFORMANCE  IS  WHAT  COUNTS!  Through 
fair  weather  and  foul  the  no-load  Berger  Funds 
have  achieved  an  impressive  record;  we're  proud  of 
it,  but  more  important  is  the  investment  philosophy 
behind  these  numbers.  Please  call  for  a  prospectus 
and  study  it  carefully.  The  Berger  Funds  are  offered 
for  a  minimum  investment  of  $250. 

Performance  figures  include  the  reinvestment  of  dividends  and  other  earnings. 
These  figures  represent  past  performances  and  do  not  reflect  the  deduction  of  12b-l 
fees  for  periods  prior  to  June  19, 1990.  The  investment  return  and  principal  value  of 
an  investment  will  fluctuate,  so  shares,  when  redeemed,  may  be  worth  more  or  less 
than  their  original  cost.  Past  performance  is  no  guarantee  of  future  results. 


Berger  Associates,  Inc. 
(303)  329-0200  /  (800)  333-1001 

*Source:  Lipper  Analytical  Services 
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pening  outside  McDonald's — kids 
stand  on  line  for  hours,  then  sell 
marked-up  hamburgers  to  richer, 
more  hurried  people  passing  by. 

The  kids  on  the  roadside  selling  gas 
(bring  your  own  can)  buy  it  at  state 
gasoline  stations,  waiting  in  line  for 
hours  or  perhaps  bribing  an  atten- 
dant. In  essence,  they  are  trading  their 
time  for  your  money.  This  transaction 
helps  make  the  markets  work,  but 
think  of  the  inefficiency  of  it.  A  friend 
of  mine  sent  his  driver  to  look  for  a 
bathing  suit  for  him  to  use  in  a  hotel 
swimming  pool;  the  driver  took  all 
day,  but  he  found  one.  Total  price: 
one  day's  wages,  plus  700  rubles  (or 
about  $5). 

In  economic  terms,  this  is  a  terribly 
inefficient  way  to  get  goods  from 
producer  to  consumer. 

When  you  get  into  larger  transac- 
tions, the  market  gets  even  more 
sticky.  Want  to  rent  an  apartment, 
buy  a  business,  rent  a  factor)'.^  The 
issue  isn't  money,  and  it  isn't  waiting 
in  line  for  eight  hours;  it  could  be 
waiting  in  line  for  eight  months.  And 
just  as  you  may  have  trouble  finding 
what  you  want  in  a  store,  there's  no 
easy  way  of  finding  out  what's  avail- 
able in  the  way  of  apartments,  busi- 
nesses, factories.  There  are  a  lot  of 
data  serx'ices,  but  most  of  them  are 
listings  that  give  you  no  insight  into 
the  qualit}'  or  nature  of  the  thing 
offered,  more  like  Yellow  Pages  list- 
ings than  D&B  reports.  Thus  every 
transaction  is  a  time-and-patience- 
consuming  adventure. 

Corruption,  the  informal  exchange 
economy  and  widespread  prostitu- 
tion existed  under  the  old  regime  on 
an  immense  scale.  But  now  they  are 
out  in  the  open.  People  can  complain, 
but  they  cannot  fix  the  problems. 
Russians  are  not  by  nature  corrupt, 
but  socialism  forced  them  to  be  cor- 
rupt to  sur\'ive.  A  corrupt  govern- 
ment is  bad;  a  government  that  cor 
rupts  its  people  is  unforgivable. 

Now,  as  businesses  go  private,  who 
is  to  own  them?  Well,  why  not  the 
people  who  have  been  running  them 
for  years.>  Who  else!"  Not  the  workers. 
The  workers  would  raise  salaries  and 
keep  everyone  employed.  They  would 
not  run  the  businesses  into  the 
ground,  only  because  that's  when 
most  state  businesses  already  are.  He 
sides,  many  workers  don't  really  wani 
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Where  exposure  kills  in  60  seconds, 
NEC  has  survived  for  6  years. 

The  temperature  drops  to  117°F  below 
zero.  Winds  reach  over  50  mph.  In  a  place 
where  human  survival  is  really  put  to  the 
test,  scientists  at  the  South  Pole  and 
McMurdo  Station,  Antarctica,  study  the 
effects  of  the  ozone  hole  and  other  influ- 
ences on  the  world's  ecosystem. 

Enduring  the  severe  conditions 
along  with  the  researchers  are  NEC 
telephone  systems— crucial,  because  they 
are  the  researchers'  main  tie  with  the 
outside  world.  The  NEAX*2400  PBXs 
allow  for  incredibly  dependable,  crisp,  clear,  modern  communications.  And 
despite  the  life-or-death  pressures  of  such  a  grueling  environment,  the  NEC 
systems  have  performed  without  a  single  interruption  for  six  consecutive  years. 

Quality  in  the  most  demanding  situations  is  why  you'll  find  NEC  products 
in  corporations  large  and  small.  In  public  and  private  institutions.  In  homes 
across  the  country.  Ensuring  top  performance  —  even  at  the  bottom  of  the  world. 
For  more  information,  call  us  at  1-800-338-9549. 
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the  responsibility — or  even  the  riches. 
Rich  people  are  not  liked.  Workers 
don't  want  their  neighbors  to  hate 
them  or  their  co-workers  to  env\' 
them.  Better  to  stay  part  of  the  team 
that  shows  up  but  doesn't  work.  The 
state  will  provide. 

Of  course,  it's  just  beginning  to 
sink  in  that  maybe  the  state  can't 
provide— that  a  company  can  pay  sal- 
aries only  by  selling  things.  Before, 
companies  sent  their  goods  to  other 
companies,  but  they  got  the  rubles  to 
pay  salaries  direct  from  the  state  print- 
ing presses  (via  the  state  banks). 

If  most  of  these  businesses  had  to 
operate  in  a  hilly  capitalistic  society — 
and  eventually  they  will — they  would 
be  bankrupt.  A  t)'pical  factory  is  mil- 
lions of  rubles  in  debt,  a  debt  that  is 
backed  by  millions  of  rubles  in  receiv- 
ables, which  are  probably  uncollect- 
ible because  the  companies  that  owe 
the  money  are  probably  themselves 
insolvent.  Overall,  estimates  are  that 
total  intracompany  debt  is  3  trillion 
rubles. 

Most  visitors  to  Russia  are  familiar 
only  with  Moscow,  where  most  goods 
pass  through.  They  have  no  idea  of 
the  complete  lack  of  goods  an^'whcre 
else.  There's  cotton  in  Uzbekistan 
and  grain  in  Ukraine,  but  try  getting  a 
nice  shirt  in  Lvov — or  some  Gzhel 
porcelain  in  Lesosibirsk  out  in  Siberia. 

Sales.^  Purchasing?  That's  starting 
to  happen  through  the  commodities 
exchanges  that  are  blossoming 
around  the  country'  (Forbes,  June  8). 
These  are  not  exchanges  on  the 
American  model  but  something  clos- 
er to  auction  or  wholesale  markets. 
Manufacturers,  lacking  any  market- 
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ing  function,  use  them  to  get  the  best 
price  for  their  goods.  For  example: 
We've  got  1,000  tons  of  steel  pipe; 
what  am  I  bid.>  We  need  10,000 
sweaters;  what's  available.^  If  you  have 
goods,  someone  will  buy  them,  al- 
most independent  of  qualit}'.  Com- 
pare that  with  our  markets,  where 
vendors  must  add  value  and  cultivate 
customers  carefully,  and  people  sell 
information  about  possible  customers 
(mailing  lists,  etc.).  The  current  Rus- 
sian commodities  markets  are  proba- 
bly a  temporan'  phenomenon,  but 
until  marketing  and  procurement  be- 
come better  developed,  they  are  the 
only  way  to  go. 

They  trade  every^thing  from  com- 
puters to  boxcars  of  wood,  oil,  chil- 


dren's shoes  or  lids  for  glass  jars. 
These  exchanges  have  helped  to 
equalize  prices  throughout  the  coun- 
try, but  they're  an  arbitrager's  dream, 
with  huge  disparities  in  pricing 
among  exchanges.  So  far,  paper  prod- 
ucts and  consumer  electronics  are  the 
most  efficient  markets,  but  other 
goods  are  coming  into  line.  The  prob- 
lem with  the  exchanges,  of  course,  is 
that  there's  no  way  of  assessing  qualit)' 
with  their  offerings,  and  few  guaran- 
tees of  contracts. 

Russians  still  viscerally  assume  that 
there's  a  "right"  price  for  any  given 
article;  price  fluctuations  upset  them. 
Many  older  people  still  want  the  gov- 
ernment to  set  free  market  prices  and 
to  run  the  markets  "right."  They  still 
don't  get  the  message  of  supply  and 
demand. 

The  notion  of  a  fair  transaction — 
fair  to  both  buyer  and  seller — still 
doesn't  exist.  New  businesses  have 
little  notion  of  how  to  treat  custom- 
ers. The  attitude  is:  "We've  got  the 
stuff,  we're  doing  you  a  favor  selling  it 
to  you."  Years  of  training  in  state 
businesses  have  paid  off,  so  that  even 
in  businesses  where  the  owners  want 
to  please  customers,  the  employees 
don't  care.  Commissions  on  sales  are 
still  considered  dirty  by  most  people. 
So  are  bonuses  that  aren't  shared 
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among  all  employees. 

When  they  are  trying  to  survive  or 
even  prosper  in  a  system  that  doesn't 
work,  people  spend  a  lot  of  their 
energies  getting  around  the  system. 
For  example,  Bob  Clough,  formerly 


of  the  software  joint  venture  Magnet, 
once  needed  a  visa  for  France  for  the 
(Russian)  general  director.  Instead  of 
calling  the  French  Embassy,  one  of 
the  Russian  staffers  called  his  friend  at 
the  Ministry  of  Foreign  Affairs,  who 


said  it  was  tough,  it  would  take  three 
weeks,  and  he  had  no  friends  to  make 
it  go  faster.  He  suggested  Bob  call  his 
own  friends  at  the  U.S.  Embassy  to 
see  if  they  had  any  friends.  .  .  .  "Hav- 
ing lived  here  too  long,"  says  Bob,  "I 
did  just  that,  with  no  luck.  But  just  for 
the  heck  of  it,  I  called  the  French 
Embassy,  the  regular  channels,  and 
discovered  that  it  could  be  done  in  a 
week,  with  no  extraordinary  effort." 
Change  comes,  but  by  fits  and 
starts.  Two  years  ago  the  Soviet  gov- 
ernment decided  to  change  the  time 
zones:  Moscow,  which  had  been 
three  hours  ahead  of  Greenwich 
Mean  Time,  was  to  move  to  two 
hours  ahead,  and  the  eastern  regions 
likewise  shifted  one  hour.  The  idea 
was  somehow  to  get  closer  to  Europe. 
But  that  meant  that  schoolchildren 
were  walking  home  in  the  dark  at  3 
and  4  o'clock  in  the  winter  after- 
noons. Parents  didn't  like  that,  so  the 
government  shifted  it  back  to  a  three - 
hour  difference — creating  havoc  with 
airline  schedules  and  just  about  every- 
thing else.  Now  the  children  no  long- 
er walk  home  in  the  dark.  Instead,  in 
the  short  Russian  winter  days,  they^o 
to  school  in  the  dark. 
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Winter  will  soon  be  on  its  way  to 
Russia.  Winter  is  a  scary  time.  It's 
harder  to  get  necessities  and  little 
luxuries,  because  the  street  sellers  dis- 
appear. So  now  you  wait  in  long  lines 
outside  overheated  stores,  where 
clerks  with  infuriating  nonchalance 
lounge  idly  inside  while  you  freeze 
outside.  The  streets  become  icy  and 
treacherous;  forget  suing  City  Hall  if 
you  trip  and  break  a  leg  (and  go  to 
hospital  and  die  because  of  poor  care). 
The  welfare  state  does  not  care  for  its 
old  and  infirm. 

The  fiindamental  issue  with  post- 
Soviet  society  is  that  it  is  still  fijll  of 
contradictions.  There's  no  feedback 
loop;  things  don't  connect.  Factories 
still  haven't  learned  to  produce  what 
people  want  because  they  have  no  way 
of  knowing  what  people  want.  Trying 
to  find  out  what  they  want  is  a  habit 
not  yet  established  here.  In  the 
U.S.S.R.  people  were  trained  not  to 
ask  questions.  You  never  knew;  the 
answer  might  be  dangerous,  and  al- 
luding to  it  by  asking  why  could  be 
dangerous.  So  you  learned  to  live 
without  explanations,  without  asking 
"why.>" 

Strange  things  happened — people 


disappeared,  other  people  had  nice 
things  or  suddenly  got  promoted,  but 
it  was  better  to  pretend  not  to  notice. 
Unless  you  are  close  to  80,  you  never 
knew  anything  different.  So,  few  peo- 
ple ask  why  and  thinking  remains 
sporadic. 

The  lack  of  information  serves  a 
purpose  for  managers  and  workers. 
The  bus  can't  really  be  late  if  the 
public  wasn't  told  what  the  scheduled 
departure  time  was.  Airplanes  from 
time  to  time  board  more  passengers 
than  they  have  seats  for;  no  problem. 
You  can  stand  in  the  aisle,  or,  for  a  fee, 
the  pilot  may  let  you  sit  up  with  him.  I 
once  took  a  flight  from  Vilnius  to 
Warsaw  that  cost  me  probably  $69.  At 
formal  exchange  rates,  it  cost  the  lo- 
cals about  69  cents — but  they  had 
probably  booked  months  ago  or 
bribed  someone  to  get  the  tickets.  I 
had  two  friends  who  paid  $300  in  cash 
to  the  stewardess  standing  in  front  of 
the  moving  stairs;  they  had  no  tickets, 
let  alone  boarding  passes.  The  stew- 
ardess undoubtedly  shared  her  take 
with  the  rest  of  the  cabin  crew.  None 
of  the  crew  could  possibly  live  on  their 
official  salaries. 

Why  am  I  in  love  with  this  disorga- 


nized, corrupt  place?  Why  do  I  spend  a 
quarter  of  my  time  here  gathering 
material  for  a  newsletter  that  loses 
money.'  Why?  I  spent  much  of  my  early 
career  hanging  around  Silicon  Valley, 
watching  smart  people  build  an  indus- 
try. Now  that  industry' — loosely  PCs 
and  software — is  mature,  full  of  busi- 
ness school  graduates  and  salespeople, 
PR  guys  and  sensible,  rational  risk- 
takers,  ensconced  in  office  parks  and 
corporate  campuses.  I  liked  it  better 
when  it  was  a  ragtag  collection  of 
former  scientists  and  scruffy  electronic 
tinkerers  working  out  of  garages.  I 
miss  the  good  old  days,  and  I  want  a 
chance  to  help  it 
happen  again.  His- 
tory never  repeats  it- 
self exactly — but  in 
the  Russian  comput- 
er market  where  I 
hang  out  now,  fijll  of 
physicists  and 

moonlighting  pro- 
grammers, I  just 
might  help  it  repeat 
in  its  own  delightful 
Russian  way:  with 
brilliance,  passion 
and  disorder.        ^ 


PUCHDOWN!  EVA  AIR  Announces  DaQy  Non-Stop  FUghts 
rom  Los  Angeles  To  Taipei  Starting  December  12. 

ir  the  shortest  NON-STOP  passage  across  the  Pacific,  choose  EVA  AIR.  Because  from  December  12,  EVA  AIR's 
tirely  new  fleet  of  Boeing  747-400  flies  direct  to  Taipei  daily  to  give  you  a  refreshingly  new  experience. 
1  EVA's  new  route  to  Taipei,  you  will  enjoy  the  latest  comfortable  cabin  facilities  and  warmest,  most  hospitable 
rvice  accorded  by  our  friendly  stewardesses.  Fly  to  Taiwan  refreshed  to  meet  the  challenges  of  a  new  day. 
om  today,  we  make  it  easier  for  you  to  book  with  EVA  AIR  to  Taipei  by  calling  our  Express  Booking  Service 
1-800-695-1188  or  your  friendly  local  travel  agent. 
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With  the  Soviet  Union's  dissolution,  its  Muslim  peoples 
could  gravitate  to  Iran— or,  one  would  hope,  to  Turkey. 

Follow  the 
ancient  Silk  Road 


By  Peter  Fuhrman 


For  3,000  miles,  from  Greece's  east- 
ern border  all  the  way  across  the 
ancient  Silk  Road  to  western  China, 
over  105  million  people  have  shared  a 
common  language,  religion,  ethnicity 
and  tradition — but  not  a  common 
economic  space.  Until  now.  The  col- 
lapse of  communism  has  raised  the 
possibility  that  they  may  together  be 
able  to  create  a  modern  Silk  Road, 
enabling  caravans  of  foreign  business- 
men, including  Americans,  to  trade 
profitably  right  into  the  heart  of  the 
former  Soviet  Union. 

These  are  the  world's  Turkic  speak- 
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The  Turkic-speaking  peoples,  occupying  a  great  arc  across  Eurasia,  now  mainly  possess  their 
own  independent  states  for  the  first  time  in  modern  history.  Linguistically,  they  subdivide  into 
four  major  groups.  Within  each  group  all  dialects  are  comprehensible  and,  with  more  difficulty, 
between  each  group.  All  Turkic-speakers  in  the  former  Soviet  Union  have  now  switched  from  the 
Cyrillic  to  the  Latin  alphabet  favored  by  Turkey  itself  since  the  early  1920s. 
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ers.  The  descendants  of  the  nomadic 
tribes  that  swept  across  Central  Asia 
into  Turkey  900  years  ago,  they  have 
been  divided  by  history  and  more 
recendy  by  the  Cold  War.  Now  they 
could  create  a  "Turkic  World"  to 
parallel  the  Arab  World,  one  rich  in 
minerals  and  drawing  on  Turkey's 
painfully  acquired  Western  skills  to 
leap  over  the  other  postcommunist 
economies. 

The  1 .9  million  square  miles  inhab- 
ited by  the  Turkic  speakers  have  rarely 
if  ever  been  united.  The  Mongol 
horde  never  conquered  Anatolia.  The 


Ottoman  Turkish  empire  lay  mainly 
to  the  south  and  west.  Kemal  Atatiirk, 
who  salvaged  modern  Turkey  from  its 
wreckage  after  World  War  I,  rejected 
any  form  of  pan-Turkism.  His  rival 
Enver  Pasha  was  killed  fighting  the 
Bolsheviks  in  Central  Asia. 

But  the  breakdown  of  Soviet  power 
in  Central  Asia  has  ended  150  years  of 
Russian  domination  of  the  Turkic 
peoples.  Four  closely  allied  Turkic 
repubhcs  have  emerged — Kazakh- 
stan, Turkmenistan,  Kyrgyzstan  and 
Uzbekistan — with  a  fifth,  Azerbaijan, 
in  the  Caucasus. 


Population  growth  is  explosive 
across  the  Turkic  world.  At  current 
rates,  the  world's  Turkic  population 
will  double  by  2030,  surpassing  the 
combined  populations  of  the  Slavic 
republics  of  the  former  Soviet  Union. 

Entrepreneurs  from  Turkey  are 
flooding  into  all  the  Turkic  lands, 
establishing  restaurants,  bakeries  and 
small  textile  factories.  Turkish  con- 
tractors are  planning  a  highway  to  run 
across  the  entire  Turkic  region,  from 
Istanbul  to  Alma-Ata.  Some  50,000 
tourists  and  traders  from  Central  Asia 
cross  into  Turkey  each  month.  Not  by 
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A  bakery  in  Tashkent 

Turkish  entrepreneurs  are  opening  new  food  outlets,  supplementing  the  creaky  distribution  system. 


political  design  but  out  of  economic 
opportunism,  the  region  is  being 
pulled  toward  Turkey. 

Ties  to  Russia  are  withering.  Use  of 
the  Russian  language  and  the  Cyrillic 
alphabet  are  being  supplanted  by  na- 
tive Turkic  dialects  and  the  Latin 
script.  The  10  million  ethnic  Russians 
in  the  region  are  heading  back  to 
Russia. 

The  Turkic  revival  is  extending 
deep  into  the  Slavic  homelands.  Ta- 
tars, who  were  forcibly  resettled  by 
Stalin  in  central  Russia,  are  returning 
at  a  rate  of  10,000  a  month  to  their 
ancient  homeland  in  the  Crimea,  es- 
tablishing a  Turkic  foothold  in 
Ukraine.  And  those  Tatars  remaining 
in  Russia  plan  to  merge  with  the 
Turkic  Bashkirs  to  form  an  8-million- 
strong  Turkic  province  in  the  oil- 
rich  Urals. 

Thus,  without  anyone's  planning 
it,  a  great  new  economic-political  en- 
tity is  coming  into  being.  Many  U.S. 
businesses  are  determined  to  be  in 
from  the  beginning. 

That  is  no  simple  matter:  Air  and 
phone  connections  to  Central  Asia  are 
dreadhil.  With  the  exception  of  new 
direct  flights  from  Istanbul,  most 
flights  into  and  out  of  the  region  are 
routed  via  Moscow,  which  is  a  bit  like 
flying  to  Mexico  by  way  of  Ottawa. 
Within  the  region  the  choice  of  trans- 


Electronics  factory  in  Kyrgyzstan 
Ersatz  Digital  computers. 


port  is  either  old  and  unreliable  Sovi- 
et-built propjets  "or  even  older  rail- 
road cars. 

Western  aid  to  the  former  Soviet 
Union  is  flowing  almost  exclusively  to 
Russia  and  the  other  Slavic  republics. 
Central  Asia's  economies  are  in  a 
mess.  Islamic  fundamentalism  is  on 
the  rise. 

A  very  few  large  U.S.  companies 


like  Chevron  will  go  it  alone.  It  will 
invest  up  to  $10  billion  over  the  next 
decade  to  develop  oilfields  along  the 
Caspian  coast  of  Kazakhstan.  But 
many  others  are  using  Turkey  as  a 
bridgehead. 

American  business  is  well  estab- 
lished in  Turkey.  The  U.S.  is  Turkey's 
second-largest  trading  partner.  Thus, 
Turkish  forays  into  Central  Asia  are 
benefiting  U.S.  firms  as  well: 

■  In  Kazakhstan,  a  Turkish  company, 
Fintraco,  is  building  a  $10  million 
meat  processing  plant  that  will  be 
fitted  out  with  U.S.  machinery. 

■  The  Turkish  subsidiaries  of  tobacco 
giants  RJR  Nabisco  and  Philip  Morris 
are  building  huge  new  factories  in 
Turkey,  with  capacity  to  supply  all  of 
Central  Asia. 

■  Jordache,  through  a  joint  venture 
with  Yasar,  a  Turkish  textile  manufac- 
turer, is  building  a  jeans  factory  in 
Azerbaijan. 

Recently  a  group  of  30  U.S.  execu- 
tives from  companies  including  GM, 
GF,  Boeing,  Digital  Equipment  Corp. 
and  AT&T,  as  well  as  tobacco,  mining 
and  engineering  firms,  teamed  up 
with  executives  from  large  Turkish 
companies  on  a  barnstorming  mission 
across  Central  Asia  organized  by  U.S. 
and  Turkish  trade  groups.  Forbes 
went  along.  Here's  what  we  found, 
place  by  place: 
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oodbye  ol'  mainframe  computer! 
dustry  leaders  have  already  decided  to  go  to  faster/smaller/ 
ss  expensive  computers  beised  on  open  system  standards, 
id  Data  General  is  leading  the  way!  Our  AViiON  Systems 
in  give  you  117  MIPS  of  mainframe  power  that  fits 
I  a  pizza  box  for  a  downsized  starting  price  of  under  $75,000. 
()und  unbelievable?  Try  this-our  newest  AViiON  can  give 
\m  235  MIPS  with  an  8-way  processor  for  a  starting  price 
iider  $200,000.  Here  is  what  AViiON 
tin  mean  to  your  business: 

llncreaised  savings  because  AViiON  costs  millions  less 
*han  traditional  mainframes- 

)lus  you  save  on  maintenance,  software, 

)ower,  and  much  more! 
'  increased  procfuctivity  because  AViiON 
allows  your  different  computers  to  work 
together  as  a  corporate  resource. 
'  Increased  information  storage  capacity 
and  security  thanks  to  the  availability  of 
AViiON's  fault  tolerant  disk  array. 


U  Increased  and  immediate  "mainframe  cleiss" 

performance  using  the  leading  databases, 

business  applications  and  communications  software. 
iw  Increased  envy  from  your  competitors  because 

you  took  advantage  of  open  systems  for  a 

competitive  edge. 
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Turks 


Alma-Ata,  Kazakhstan.  The  end  of 
communism  has  done  litde  to  im- 
prove socialist  work  habits.  It  takes 
two  hours  to  find  someone  willing  to 
unload  the  luggage  from  the  char- 
tered 737.  An  official  welcome  part)- 
of  young  Kazakh  women  handed  out 
a  few  wilted  carnations  and  then  made 
for  the  exit. 

Habit  dies  hard  among  Kazakh- 
stan's political  leadership  also.  The 
old  guard,  led  by  President  Narsultan 
Nazerbayev,  have  ditched  their  Com- 
munist Party  credentials  but  carry  on 
much  as  they  did  before.  Throughout 
Central  Asia  ex-communists  are  still 
calling  the  shots.  They  are  concerned 
only  with  lining  their  pockets  before 
genuinely  free  elections  sweep  them 
from  power. 

And  you  can't  blame  them  for 
wanting  to  hang  on.  For  the  bureau- 
cratically  privileged,  there  are  free  ho- 
tel rooms  at  the  Ala-Tau  Communist 
Part)'  Sanatorium,  built  a  decade  ago 
in  the  forest  outside  Alma-Ata  as  a 
pleasure  palace  for  the  Communist 
Central  Committee;  the  tra\'eling  ex- 
ecutives were  put  up  here.  The  sana- 
torium is  surrounded  by  a  cement 
replica  of  the  Berlin  Wall.  Its  rooms 
come  complete  with  toilet  paper  and 
shower  curtains — normally  unobtain- 
able in  Soviet  hotels.  But  no  tele- 
phones. The  Central  Committee  evi- 
dentiy  couldn't  agree  on  who  should 
bug  whom. 

Alma-Ata  is  a  czarist-era  frontier 
town,  first  settied  in  1854.  Dos- 
toyevski  was  exiled  there.  Its  wooden- 
shingle  houses  were  torn  down  to 
accommodate  Soviet-st\'le  cement 
barracks  for  Russian  immigrants. 
Slavs  are  in  the  majority  in  Kazakh- 
stan. But  not  for  much  longer.  The 
high  Kazakh  birthrate  and  the  con- 
tinuing departure  of  ethnic  Russians 
will  tip  the  balance  in  favor  of  the 
Kazakhs  by  the  end  of  the  decade. 

Chevron's  deal  to  develop  the  Ten- 
giz  oilfield,  with  recoverable  reser\'es 
of  up  to  9  billion  barrels,  has  been  well 
publicized.  But  Chevron  won't  begin 
pumping  at  flill  tilt  for  another  de- 
cade. Meanwhile,  Kazakhstan,  like  its 
fellow  Central  Asian  republics,  will 
depend  on  its  abundant  mineral  re- 
sources for  foreign  exchange. 

Kazakhstan  is  the  world's  largest 
producer  of  chrome.  Lead,  nickel  and 
zinc  are  also  plentiful.  Like  neighbor- 


ing Uzbekistan,  Kazakhstan  also  has 
substantial  gold  reserves.  Central  Asia 
now  produces  about  90  tons  a  year  of 
gold,  with  the  potential  to  do  much 
better.  Crude  Soviet  mining  methods 
recover  only  about  70%  of  the  gold 
locked  in  ores.  All  the  major  U.S., 
Canadian  and  South  African  gold  ^ 
mining  companies  are  rushing  ardund 
to  start  ventures. 

■  Colorado-based  Minproc,  using  a 
local  staff  of  Turkish  mining  engi- 
neers, is  now  processing  10,000  tons 
of  ore  a  month  in  the  eastern  Kazakh- 
stan town  of  Charsk,  producing 
3,500  ounces  of  gold.  (Minproc  is 
working  on  an  agreement  to  develop 
a  large  copper  and  gold  deposit  in 


the  issuing  of  currency,  since  both  are 
still  handled  by  Russia.  There  is  talk 
about  establishing  a  Kyrgyz  currency, 
and  American  Banknote  has  paid  a 
call.  Problem:  Kyrg>'zstan  has  no  for- 
eign reser\'es,  not  a  penny. 

Central  Bank  President  Kemelbeck 
Nanaev  is  eager.  But  he  has  a  lot  to 
learn.  He  is  sure  that  Kyrgyzstan's 
inflation  rate  ("somewhere  between 
1%  and  10%  a  day")  is  caused  by  too 
many  low-denomination  bills  and  will 
be  damped  down  with  the  introduc- 
tion of  5,000-ruble  notes,  ten  times 
the  highest  denomination  now  in 
common  circulation. 

Like  the  rest  of  Central  Asia,  Kyr- 
g>fzstan  has  very  little  military  indus- 


New  Korean  restaurant  in  Alma-Ata 
Ex-communists  still  call  the  shots. 


Uzbekistan.) 

■  AT&T  sold  SlOO  million  in  tele- 
phone switching  equipment  to  pro- 
vide 1  million  new  phone  lines  in 
Kazakhstan.  There's  much  work  to  be 
done:  Central  Asia  has  one-third  few- 
er phone  lines  per  capita  than  even 
poorly  equipped  Russia. 

Bishkek,  Kyrjjyzstan.  The  cash  econo- 
my was  a  long  time  taking  root  in  this 
poorest  of  the  former  Soviet  Turkic 
republics.  As  recenth'  as  the  1930s  the 
economy  worked  on  a  simple  scale  of 
value:  five  sheep  for  one  ox,  two  oxen 
for  one  horse,  five  horses  for  one  wife, 
and  two  wives  for  one  automatic  rifle. 
Kyrg)'Z  finance  is  only  slightly  more 
sophisticated  today.  The  government 
now  has  its  own  central  bank,  but  it 
has  no  control  over  interest  rates  or 


try,  making  the  shift  to  a  market 
economy  less  painful  than  in  Russia, 
where  half  the  industrial  output  was 
militar>'.  But  representatives  from  a 
once-secret  military  computer  facility 
traveled  200  miles  to  Bishkek  to  meet 
with  Digital  Equipment's  Turkish 
and  American  executives. 

Kyrgyzstan,  Digital  people  learned, 
is  one  of  the  largest  producers  of 
ersatz  Digital  computer  equipment. 
The  Kyrgyz  factory  supplied  central 
processing  chips  for  iCBMs.  The  chips 
are  clones  of  stolen  versions  of  Digi- 
tal's 20-year-old  PDP  chips.  These  also 
went  into  exact  rip-offs  of  old  Digital 
minicomputers.  (Soviet  mainframes 
were  IBM  knockoffs.) 

Across  the  former  Soviet  Ihiioii 
there  are  about  100,000  Soviet  buili 
Digital  computer  clones,  and  thou- 
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"Smokestack"  industry  is  tlie  heart  of  American  manufacturing.  The  problem  is:  How  do  you  cut 
down  the  smoke  without  shutting  down  the  stack?  One  of  the  most  practical  solutions  is  also  one 
of  the  most  efficient  and  economical.  Natural  gas.  It's  the  cleanest  of  all  fossil  fuels,  reducing  the 
emission  of  virtually  all  air  pollutants— CO,  CO2,  NOx,  SO2  and  particulates— from  roughly  30%  to 
more  than  99%,  depending  on  the  fuel  replaced.  Better  still,  it's  the  most  efficient  fuel  to  burn.  So  it 
can  help  industry  meet  new  clean  air  standards— and  remain  competitive.  Best  of  all,  our  abundant 
supply— plus  over  a  million  miles  of  pipeline  to  deliver  it— stack  the  energy  future  in  America's  favor 


I 


1: 


Use  natural  gas.  We'll  all  breathe  easier. 


Turks 


sands  of  programmers  and  designers 
trained  on  fake  Digital  machines.  If  it 
can  ever  find  the  money  for  new 
equipment,  the  area  will  develop  into 
a  major  market  for  genuine  Digital 
minicomputers  and  software. 

Kyrgyzstan's  government  is  having 
some  luck  talking  up  the  republic's 
mineral  and  hydroelectric  potential: 
Amax  and  GE  are  working  on  deals. 

The  path  to  economic  progress  also 
leads  backwards.  Stalin  killed 
400,000  Kyrgyz  nomads  who  resisted 
collectivization.  With  the  repression 
lifted,  many  have  reverted  to  old  hab- 
its. In  a  mountain  pass  and  near  the 
snow  line,  Forbes  finds  three  Kyrgyz 
families  living  in  large  tents  among 


nized  crime  is  rife.  Uzbekistan  is 
emerging  as  a  big  player  in  the  inter- 
national heroin  trade. 

Cotton  is  king  in  Uzbekistan's  legal 
economy.  More  than  70%  of  the  land 
is  sown  with  the  crop,  and  40%  of  the 
labor  force  works  in  cotton  cultiva- 
tion, reflecting  the  Kremlin's  past  fix- 
ation on  cotton  output.  The  freeing  * 
of  agricultural  prices  is  improving  the 
return  on  cotton  farming,  while  also 
offering  an  incentive  to  diversify  into 
other  crops.  United  Technologies' 
Carrier  air-conditioning  business 
plans  to  work  with  Turkish  truck- 
makers  to  build  refrigerated  trucks  to 
get  food  to  market. 

In  March,  oil  was  discovered  in 


King  Cotton  covers  70%  of  Uzbekistan's  farmland 
The  freeing  of  prices  is  improving  the  return. 


their  herds  of  horses  and  sheep.  A 
Kyrgyz  elder  thanks  privatizatsy,  or 
privatization,  for  giving  his  family 
back  its  flocks  and  way  of  life. 

Tashkent,  Uzbekistan.  This  is  the  most 
populous  of  all  Central  Asian  repub- 
lics, with  a  population  of  20  million 
that  is  growing  by  nearly  1  million  a 
year.  Among  Uzbeks  the  average  fam- 
ily has  six  kids. 

The  Uzbeks  have  a  reputation  in 
Central  Asia  for  lawlessness  and  occa- 
sional savagery.  During  the  Soviet  war 
in  Afghanistan,  Uzbek  soldiers  were 
forbidden  to  enter  Kabul  after  they 
kidnapped  the  prostitutes  from  the 
city's  most  popular  brothel.  Orga- 


Uzbckistan.  Mobil  was  the  first  oil 
company  on  the  scene;  estimates  are 
the  high-pressure  and  high-sulfijr  oil- 
field will  produce  as  much  as  I  million 
barrels  a  day,  supplementing  Uz- 
bekistan's huge  output  of  natural  gas. 
(Azerbaijan  probably  has  the  most 
petroleum  of  all  the  Turkic  republics. 
But  negotiations  with  Amoco  to  drill 
in  the  Caspian  are  at  an  impasse  over 
revenue  shares.) 

The  Uzbekistan  government  hopes 
to  make  Tashkent  the  air  hub  of  Cen- 
tral Asia.  It  is  well  situated  and  is  home 
base  for  state-owned  Uzbek  Airlines, 
formed  last  September  when  the  Uz- 
bek government  impounded  the  160 
Acroflot  jets  on  its  territory.  That 


makes  Uzbek  Airlines  one  of  the 
world's  biggest  airlines.  But  not  in 
pay:  Top  pilots  earn  $30  each  for 
flying  the  ten-hour  roundtrip  be- 
tween Tashkent  and  Istanbul. 

Boeing's  Aldo  Basile  made  litde 
initial  headway  trying  to  convince 
Uzbek  Airlines'  management  to  sup- 
plement its  fleet  of  Soviet- built  air- 
craft with  Boeing  product.  Uzbek- 
istan's government  sees  itself  as 
Boeing's  competitor,  not  customer. 
It  plans  to  begin  making  commercial 
aircraft  next  year  at  a  factory  now 
producing  Il^oishin  cargo  jets.  These 
will  have  the  same  poor  fliel  and  noise 
performance  as  past  Soviet  models. 

Boeing's  loss  may  be  ge's  gain.  The 
Uzbeks  would  like  to  fit  their  air- 
frames with  modern  engines.  Both  ge 
and  Pratt  &  Whitney  paid  a  call  on 
Uzbek  Airlines.  Ferd  Jordan  of  ge's 
aircraft  engine  division,  while  cau- 
tioning that  the  Uzbeks  understand 
litdc  of  the  time  and  cost  of  getting 
U.S.  certification  for  a  Soviet-de- 
signed jet  with  GE  engines,  says  Cen- 
tral Asia  could  provide  "$1- billion- 
plus  in  sales"  for  the  company  over 
the  next  decade. 

Tourism.'  No  chance,  thanks  to  So- 
viet planners.  They  destroyed  much 
of  the  legendary  beauty  of  the  Silk 
Road  cities  of  Samarkand,  Kokand 
and  Bukhara. 

Ashkhabad,  Turkmenistan — an  oasis 
capital  set  amidst  a  huge  expanse  of 
desert. 

New  Jersey's  Foster  Wheeler  has 
the  inside  track  to  build  a  huge  fertil- 
izer factory  in  the  republic.  Active  in 
Turkey  for  30  years,  the  company 
plans  to  use  Turkish  labor  to  build 
and  staff  the  plant. 

gm's  Robert  Bazzell,  vice  president 
of  European  operations,  met  with 
dozens  of  local  officials  and  handed- 
out  a  lot  of  brochures,  but  moved  no 
product.  The  early  successes  in  the 
region  are  Sweden's  Volvo  and  Ger- 
many's Mercedes-Benz,  both  of 
which  are  selling  cars  and  talking  of 
manufacturing  in  Central  Asia. 

Turkmenistan  ministers  boast  the 
republic  is  a  "Kuwait  in  the  making." 
Its  8  trillion  cubic  meters  of  proven 
natural  gas  reserves  are  exceeded  only 
by  Russia's  and  Iran's.  The  govern 
ment  foresees  earnings  of  $5.6  billion 
or  so  a  year. 
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THIS  COMPANY  CAN 

OVERHAULJET  AIRCRAFT  BUT  IT  COULDN'T 

GET  ARETIREMENT  PLAN  lO  FLY 

The  employees  at  Bizjet  International,  one  of  thelulsa-based  Hardesty  Companies,  had  a  profit-sharing  retirement 
plan.  But  employee  enthusiasm  for  the  plan  was  low. 

"We  were  convinced  our  employees  would  be  interested  in  the  benefits  of  a  401(k),  but  we  didn't  have  the 

time  or  the  means  to  administer  one.  Wausau's  401(k)  answered  our  concerns"  says  Roger  Hardesty,  Rjunder 

and  President  of  The  Hardesty  Companies,  including  Bizjet,  a  jet  aircraft  remanufacturer. 

The  plan  was  so  well  received,  in  fact,  that  Mr.  Hardesty  switched  all  his  com 

panics  to  the  401(k)  plan.  It  was  up  to  Wausau  to  explain  the  benefits  and  help 

enroll  the  employees. 

"Wausau  had  to  understand  the  diverse  audience  they  were  speaking  to  and  the  individual  needs 

of  each  employee.  I  didn't  go  out  and  try  to  sell  our  employees  on  the  benefits;  Wausau  did  that.  As  a  result,  employee  acceptance 

of  the  401(k)  program  company-wide  is  tremendous'.' 

The  Hardesty  Companies  wanted  a  retirement  plan  their  employees  would  be 
enthused  about.  With  a  Wausau  administered  401(k),  it  took  off. 


Wausau  handles  the  adminis- 
tration and  paperwork,  helps 
with  employee  enrollment, 
and  reports  to  employees  on 
performance  of  The  Hardesty 
Companies'  401(k). 
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INSURANCE 


Wausau  Insurance  Companies,  2000  Wesrwood  Drive,  Wausau,  Wisconsin  54401  Telephone  (715)  845-5211   A  Member  of  the  Nationwide®  Group 
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Trading  commodities  in  Kazakhstan 

Economic  opportunism,  not  political  design,  is  pulling  Turkic  peoples  together. 


It's  a  mirage.  Turkmenistan's  natu- 
ral gas  must  pass  through  2,000  miles 
of  Russian  or  Ukrainian  pipelines  to 
reach  Western  markets.  Once  the  go- 
ing rate  for  transiting  gas  is  applied, 
Turkmenistan  will  be  luckv'  to  see 
$1.5  billion  annually. 

Even  that  may  be  optimistic.  Russia 
has  ample  gas  reserves  of  its  own  and 
no  reason  to  provide  Turkmenistan 
with  pipeline  capacity.  And  Ukraine 
has  been  siphoning  off  much  of  the 
West-bound  gas.  In  retaliation,  Turk- 
menistan has  shut  down  the  pipeUne 
and  embargoed  all  imports  from 
Ukraine. 

Turkish  banks  and  contractors  have 
proposed  a  $7.5  billion  pipeline 
across  the  Caspian  Sea  and  the  Cauca- 
sus to  Turkey.  And  Iran's  governing 
clerics  are  offering  to  build  and  pay  for 
a  pipeline  through  Iran  and  out  to  the 
Persian  Gulf. 

Turkmenistan's  president,  Sapar- 
murad  Niyazov,  tells  Forbes  he  pre- 
fers the  Iranian  offer  since  he  wants 
"to  be  a  good  neighbor."  Niyazov  is 
walking  into  a  trap.  The  Iranians  are 
desperate  to  find  markets  for  their 
own  gas.  The  promised  pipeline  will 
allow  them  to  control  Turkmenistan's 
access  to  the  market  and  apply  the 
squeeze.  A  pointer:  Iran  just  agreed  to 
build  a  pipeline  to  carry  its  gas  to 
Armenia,  a  republic  that  used  to  get 
all  its  gas  from  Turkmenistan. 

Despite  the  region's  linguistic  and 
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cultural  ties  to  Turkey,  Iran's  blood- 
stained theocrats  have  designs  of  their 
own  on  the  area.  Their  main  weapon 
is  Islamic  fundamentalism.  They  have 
sent  1 ,000  mullahs  into  Central  Asia 
to  preach  an  anti-American  and  anti- 
capitahst  creed. 

But  the  odds  are  in  Turkey's  favor. 
The  fundamentalists  are  making  few 
inroads.  They  are  being  checked,  in 
part,  by  capitalist  activity.  The  Irani- 
ans just  opened  a  department  store  in 
Ashkhabad,  offering  free  religious 
propaganda,  pistachio  nuts  and  por- 
traits of  ayatollahs  Khomeini  and  Raf- 
sanjani.  Nearby,  a  Turkish  business- 
man has  opened  a  Benetton  clothing 
shop.  Benetton  is  attracting  the 
crowds. 

During  several  weeks  in  the  region, 
a  Forbes  reporter  never  once  heard  a 
muezzin  calling  the  faithful  to  prayer. 
Even  more  telling:  Children  and  beg- 
gars have  a  new  way  of  imploring 
foreigners  across  Central  Asia.  Hands 
outstretched,  they  plead,  "Dollar, 
dollar." 

A  vast  new  area,  long  almost  closed 
to  foreigners,  is  slowly  joining  the 
world.  With  its  strong  Turkish  con- 
nection, the  odds  are  good  that  Cen- 
tral Asia  could  become  a  modern, 
free-enterprise  area  rather  than  a  pro- 
tectorate for  backward -looking  fiin- 
damentalist  clerics.  The  U.S.  can  be 
thankful  that  Turkey  has  proved  itself 
a  staunch  friend.  WM 
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Unlike  most  of  the  pundits  who  do  books  on  management, 
Antony  Jay  has  shown  that  he  can  manage  as  well  as  write. 
Though  his  "Management  and  Machiavelli"  is  now  out  of 
print  here,  it  remains  head  and  shoulders  above 
most  of  the  more  recent  crop. 


Do  as  I  say 
and  do 


By  Peter  Brimelow 

This  fall  sees  the  25  th  anniversary  of 
an  international  sensation  in  business 
book  publishing:  the  runaway  success 
of  Management  and  Machiavelli:  An 
Inquiry  into  the  Politics  of  Corporate 
Life  by  Antony  Jay. 

In  Jay's  U.K.  homeland  a  new  edi- 
tion has  just  been  released  by  Centur\' 
Hutchinson,  but  his  U.S.  publisher. 
Bantam,  has  finally  let  the  book  go 
out  of  print.  Too  bad,  because  this  is 
one  of  the  most  provocative  and  per- 
ceptive books  ever  written  on  the 
subject. 

At  a  time  when  giant  corporations 
were  supposed  to  be  invincible  and 
management  a  mathematical  science, 
Jay  used  a  wealth  of  analogies  to  argue 
that  modern  organizations  could  best 
be  understood  in  terms  of  histor\'. 
Historical  patterns  tend  to  repeat 
themselves,  he  said,  because  of  the 
unchanging  realities  of  human  na- 
ture. And  among  these  realities,  small 
groups  will  always  be  more  creative 
than  large  ones. 

Business  schools  still  don't  teach 
much  histor)'.  But  readers  do  seem  to 
hunger  for  it.  Hence  the  popularity'  of 
Tom  Peters'  narrative -style  Excellence 
series — and  even  gimmicky  books  like 
Wess  Roberts'  The  Leadership  Secrets 
ofAttila.  the  Hun.  As  for  giant  corpo- 
rations, look  what  happened  to  them. 

By  contrast,  the  intervening  quar- 
ter-century seems  to  have  been  prett)' 
good  for  Antony  Jay.  Then,  he  was  a 
newly  launched  independent  writer 
and  producer,  formerly  a  British 
Broadcasting  Corp.  wunderkind  who 


had  worked  on  a  U.K.  equivalent  of 
Nightline  and  the  programs  that  be- 
gan the  career  of  David  Frost  (with 
whom  he  has  since  coauthored  a 
book).  Now,  he  is  Sir  Antony — 
knighted  in  1988  after  advising  Mrs. 
Thatcher's  government  on  its  T\' 
broadcasts — a  wealthy  independent 
writer  and  producer.  He  has  rounded 
out  his  family  to  four  children,  and 
acquired  a  beard  and  a  countn'  house 
in  the  West  of  England. 

And  he  has  been  able  to  put  his 
management  theories  to  work.  In 
1972,  with  another  TV  producer  and 
Monty  Python  star  John  Cleese  and  a 
total  investment  of £4, 000,  he  found- 
ed Video  Arts,  a  maker  and  marketer 
of  training  films  that  use  humor  to 
make  their  point.  In  1989  they  sold 
the  company  to  management  for  £44 
million.  ''^ Mana^iement  and  Machia- 
velli.,^'' Jay  says  innocendy,  "was  my 
Mein  Kampf'' 

The  reputation  of  Renaissance 
Florentine  statesman  Niccolo  Machi- 
avelli (1469- 1 527)  is  quite  bad 
enough.  His  masterpiece.  The  Prince., 
was  designed  as  a  handbook  on  the 
use  of  power  for  the  rulers  of  the  era's 
competing  Italian  city-states.  Its 
frankness  and  apparent  cynicism  were 
shocking  to  a  society'  imbued  with  the 
idea  that  government  came  ft-om 
God,  but  perhaps  less  so  in  the  age  of 
the  profit  motive. 

Jay  noted  that  Machiavelli 's  focus 
on  the  prince  and  his  problems  made 
his  book  ver\'  much  one  about  leader- 
ship. And  the  many  practical  examples 


Sir  Antony  Jay 
Twenty-five 
years  after  "Man- 
agement and 
Machiavelli": 
author,  TV 
producer 
and  successful 
entrepreneur. 


Machiavelli  cited  could  often  be  easily 
translated  into  modern  corporate 
terms.  For  example,  discussing  how 
to  handle  conquered  principalities 
(which  Jay  interprets  as  "taken-over 
firms"),  Machiavelli  recommended 
inserting  "colonies"  of  loyalists 
("small  management  teams").  He 
reasoned  they  would  be  cheap  and 
faithfiil,  those  displaced  will  be  few 
and  scattered,  and  everyone  else  inert 
and  anxious  to  avoid  the  same  fate. 

Machiavelli  added,  in  a  famous  pas- 
sage: "Men  ought  either  to  be  well 
treated  or  crushed,  because  they  can 
avenge  themselves  of  lighter  injuries, 
of  more  serious  ones  they  cannot." 

Jay's  interpretation:  Rather  than 
downgrading  taken-over  executives, 
it  is  better  to  fire  them  outright. 

But,  if  there  is  room  for  the  execu- 
tives in  the  merged  company,  treating 
them  well  can  usually  win  them  over 
completely.  Jay's  explanation:  The 
need  for  leadership  and  hierarchy  is 
fijndamental,  particularly  in  men. 

Machiavelli  was  just  a  juniping-otV 
point  for  Jay.   It  was   7he  Prince^ 
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method,  that  of  instructive  anecdote, 
that  interested  him.  So  he  analyzed 
the  principal  management  styles  with 
reference  to  the  conference  held  by 
Satan  and  his  angels  after  their  expul- 
sion from  heaven — as  reported  by 
John  Milton  in  his  epic  poem  Para- 
dise Lost.  He  compared  the  Tudor 
monarchs'  centralization  of  England 
with  Alfred  Sloan's  reorganization  of 
General  Motors.  And  he  illustrated 
the  gradual  distortion  and  degenera- 
tion of  a  strong  leader's  legacy  with  an 
account  of  the  fatal  risks  taken  by  the 
Royal  Navy  at  the  batde  of  Coronel  in 
1914,  in  thcT  belief  that  it  was  follow- 
ing the  hyp'feraggressive  tradition  es- 
tablished by  Admiral  Lord  Nelson 
more  than  a  century  before.  (It  was, 
but  Nelson  also  took  care  to  win.) 

Furthest  from  Machiavelli  were 
Jay's  chapters  on  creative  groups. 
This  was  a  personal  preoccupation 
that  crops  up*  elsewhere  in  his  work. 
He  bitterly  denounced  the  old  exami- 
nation-dominated British  education 
system — of  which  he  was  a  prize  prod- 
uct, with  a  top  Cambridge  classics 


degree — as  crushing  creativity.  He  ar- 
gued that  the  best  creative  groups  are 
small,  autonomous,  internally  open 
but  usually  pivoting  on  one  dominant 
leader.  And  they  need  output  and 
deadlines:  "It  is  not  remarkable  that 
Shakespeare  wrote  his  plays  while  he 
was  an  active  member  of  the  Lord 
Chamberlain's  players." 

Jay  knows  something  about  out- 
put. He  produced  Mana^fement  and 
Machiavelli  in  1966  by  writing  2,000 
words  a  day  for  eight  weeks,  a  formi- 
dable performance  even  by  the  de- 
manding standards  of  Forbes  writers. 

His  next  business  book.  Corpora- 
tion Man.,  was  produced  more  nor- 
mally, cushioned  by  a  large  advance 
(which  went  to  finance  Video  Arts). 
Although  less  celebrated  than  Man- 
agement and  Machiavelli^  Corpora- 
tion Man  is  in  some  ways  more  com- 
prehensive: a  complete  theory  of  cor- 
porate behavior  based  on  Jay's 
reading  in  what  would  later  be  called 
sociobiology. 

For  example.  Jay  suggested  a  pow- 
eiiiil  evolutionary  reason  that  human 


beings,  especially  men,  band  together 
in  groups  of  about  ten.  Paleozoolo- 
gists  have  calculated  that,  given  the 
density  of  game  in  the  areas  where 
mankind  spent  the  first  several  million 
years  of  its  existence,  10  was  the  ap- 
proximate optimal  size  of  the  hunting 
group,  supporting  a  total  band,  in- 
cluding dependents,  of  perhaps  40. 
This  primal  force  can  be  tapped.  Jay 
argued,  by  breaking  down  corporate 
structures  into  smaller  groups  orga- 
nized around  objectives  rather  than 
by  detailed,  top-down  supervision. 

Where  does  sociobiology  leave 
women  in  business?  Political  correct- 
ness is  not  as  all-powerfiil  in  Britain  as 
in  the  U.S.  But  Jay  is  also  a  gendeman. 
"I've  come  to  have  the  greatest  re- 
spect for  women  in  business,"  he  says 
politely.  "It  would  be  silly  to  deny 
they  can  be  hunters."  Women  now 
head  Video  Arts,  he  notes.  "But  I  do 
think  you'll  find  that  in  corporations 
they  tend  to  belong  to  'the  camp,'  as 
opposed  to  'the  hunt' — in  essential 
administrative  functions,  often  re- 
quiring them  to  do  about  eight  things 
at  once,  rather  than  the  total  concen- 
tration that  hunting  requires." 

Success  has  not  stopped  Jay  writ- 
ing. With  Jonathan  Lynn,  he  coauth- 
ored  the  Tes.,  Minister  and  Tes.,  Prime 
Minister  television  comedy  series,  de- 
picting the  gradual  swallowing  of  a 
reformist  politician  by  the  career  civil 
service.  This  was  the  basis  for  several 
more  bestselling  books.  But,  unlike 
American  television,  no  Tw,  Minister 
production  line  is  now  churning  out 
ftirther  cookie-cutter  episodes  to 
make  up  the  minimum  required  for 
syndication.  The  authors  simply  shut 
up  shop  after  38  shows,  partiy  because 
Lynn  is  now  directing  in  Hollywood 
{My  Cousin  Vinnie)  and  partiy,  says 
Jay,  "because  we  got  bored." 

Jay's  current  bestseller  is  Elizabeth 
R  (BBC,  £14.95),  a  col:ee-table  medi- 
tation on  constitutional  monarchy 
loosely  related  to  his  television  special 
following  the  Queen  through  her  for- 
tieth year  on  the  throne.  Jay  says  he 
doesn't  want  to  seem  "too  Britocen- 
tric,"  but  he  is  puzzled  at  this  book's 
total  failure  to  find  a  U.S.  publisher, 
despite  what  looks  to  him  like  remark- 
able American  popular  interest  in  roy- 
al affairs.  But  the  publishing  industry, 
like  the  instincts  of  the  human  male, 
remains  in  the  Stone  Age.  W^ 
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Europe's  banks  were  long  fat  and  happy. 
Suddenly . . .  chill  winds  of  competition. 

Shakeout 


By  Richard  C.  Morals 

JULY'S  VICTORY  by  Hongkong  & 
Shanghai  Bank  for  control  of  Lon- 
don-based Midland  Bank  Pic.  (price, 
$7. 1  billion)  was  just  the  latest  tremor 
of  a  rolling  earthquake  hitting  Eu- 
rope's staid  banking  world. 

As  happened  in  the  U.S.  starting  in 
the  Eighties,  Europe's  banks  have 
suddenly  woken  up  to  fierce  competi- 
tion.  Mutual  fiinds,  life  insurance. 


clients  with  commercial  paper.  And 
new  credit  cards  proliferated. 

Gone  with  the  bowler  hats  that 
were  once  ubiquitous  in  the  Cit\'  of 
London  is  the  passive  British  bank 
customer.  He  or  she  is  now  looking 
for  the  best  returns  and  not  always 
finding  them  at  a  bank.  Item:  In  1982 
Britain  had  just  529  mutual  fiinds 
with  $11  billion  under  management; 


Too  many  banks 

Merger  mania  strikes  the  gnomes. 


credit  cards,  money  markets,  com- 
mercial paper — all  oflfered  by  a  grab 
bag  of  nonbanks — are  diverting  fiinds 
away  from  traditional  retail  banks. 

Look  at  what  happened  to  Britain's 
four  clearing  banks — Barclays,  Mid- 
land, Lloyds  and  National  Westmin- 
ster— during  the  Eighties.  Britain's 
99  savings  and  loans,  called  building 
societies,  were  deregulated  in  1986 
and  quickly  moved  into  businesses 
like  foreign  exchange,  portfolio  man- 
agement and  unsecured  loans,  once 
the  preserves  of  the  big  four  commer- 
cial banks.  Then  overseas  competitors 
such  as  Nomura  International  and 
Salomon  Brothers  International  went 
aft:er  the  banks'  traditional  corporate 


today  1,414  fijnds  manage  around 
$108  billion. 

During  the  Eighties  the  govern- 
ment passed  tax  reforms  encouraging 
individual  pension  schemes.  But  the 
British  banks  didn't  cream  ofi^the  new 
business.  Insurance  companies  did. 
The  number  of  policies  catering  to 
individual  pensions  jumped  from  7.9 
million  in  1988  to  14.1  million  just 
two  years  later.  More  money  was 
drained  or  diverted  from  the  com- 
mercial banks. 

Making  matters  worse,  European 
interest  rates  have  remained  stub- 
bornly high  (thank  you,  Germany), 
thus  weakening  the  countries'  econo- 
mies and  keeping  the  banks'  cost  of 


fijnds  high. 

With  their  lending  margins  under 
pressure,  the  banks  have  little  choice 
but  to  cut  overheads  through  merg- 
ers, as  U.S.  banks  have  been  doing. 
The  U.K.'s  Lloyds  Bank  Pic,  which 
had  tried  to  acquire  Midland  Bank, 
calculated  that  the  merger  would  have 
saved  the  new  bank  $1.3  billion  a  year 
in  costs.  But  Lloyds  was  hampered  in 
its  bid  by  the  U.K.'s  Monopolies  & 
Mergers  Commission  and  pulled  its 
offer,  paving  the  way  for  Hongkong 
&  Shanghai's  takeover. 

Europe's  bank  consolidation  wave 
can  perhaps  be  slowed,  but  it  cannot 
be  stopped.  In  1989,  says  idd  Infor- 
mation Ser\'ices,  there  were  93  bank 
mergers  within  the  EC;  by  1991  the 
figure  almost  doubled,  to  162  deals. 
Already,  102  deals  were  done  during 
the  first  fi\'e  months  of  this  year.  In 
Holland,  for  example,  three  big  banks 
now  dominate  the  market  where 
coundess  banks  existed  just  a  few 
years  ago. 

But  there  is  still  plenty  of  overca- 
pacity' in  countries  nearby.  According 
to  the  Boston  Consulting  Group, 
Belgium  has  140  bank  branches, 
Switzerland  120,  for  each  100,000 
residents.  Britain,  by  comparison,  has 
been  trimming  for  the  last  six  years 
and  now  has  70  branches  for  every 
100,000. 

The  European  merger  trend  differs 
from  bank  consolidation  in  the  U.S. 
in  one  important  way.  There  is  no 
Glass-Steagall  Act  in  Europe.  Because 
Europe's  universal  banks  can  take  de- 
posits and  underwrite  and  distribute 
securities,  they  at  least  can  slow  down 
the  nonbank  competition.  Thus  the 
shakeout  will  not  be  short  and  sharp 
as  in  the  U.S.,  but  more  gradual.  Bank 
consultant  Rolf  Levedag  in  Frankfurt 
believes  mergers  between  big  Euro- 
pean banks  will  begin  quietly  as  strate-. 
gic  alliances,  followed  by  cross  partici- 
pations. A  few  years  later  the  outright 
mergers  will  be  consummated. 

But  fast  or  slow,  the  shakeout  is 
here  and  will  continue.  Domestic 
money  market  funds,  the  bane  of  U.S. 
bankers,  are  still  not  permitted  in 
Germany,  but  soon  will  be.  "We  do 
not  think  money  market  funds  will 
have  the  same  effect  on  us  [as  on  U.S. 
banks],"  opines  a  Deutsche  Bank 
spokesman.  That  remains  to  be 
seen.  i* 
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Polaroid's  Mac  Booth  ducked  a  takeover  bid. 
Now  he  must  tangle  with  angry  shareholders. 

Double  exposiure 


By  Norm  Alster 

In  1989  Polaroid  Corp.'s  manage- 
ment was  outraged  when  Roy  Dis- 
ney's Shamrock  Holdings  Inc.  of- 
fered $45  a  share  for  the  company, 
nearly  $3  billion  in  all.  Stick  with  us. 
Chief  Executive  I.  MacAllister  Booth 
appealed  to  shareholders,  and  we'll 
produce  12%  to  16%  growth  yielding 


an  even  higher  stock  price.  Polaroid, 
which  had  already  put  14%  of  the 
stock  in  an  ESOP,  repurchased  another 
20%,  fighting  off  the  raiders. 

Today  many  shareholders  must 
wish  that  Polaroid  had  accepted  the 
Shamrock  offer.  The  stock  recendy 
traded  around  32.  If  that  weren't  bad 


Polaroid  Chief  Executive  I.  MacAllister  Booth 

The  Helios  medical  imaging  system:  his  best  hope  for  diversification? 
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enough,  when  Polaroid  won  a  $925 
million  patent  infringement  award 
against  Eastman  Kodak  Co.,  common 
shareholders  were  not  awarded  any 
special  dividend. 

This  spring  angry  shareholders 
supported  a  proxy  fight  to  challenge 
the  company's  takeover  defenses; 
they  came  within  a  whisker  of  win- 
ning. Richard  Koppes,  general  coun- 
sel for  the  California  Public  Em- 
ployees' Retirement  System,  which 
holds  300,000  Polaroid  shares,  says 
the  pressure  will  be  kept  on  Booth. 
"We're  not  letting  him  off  the 
hook,"  warns  Koppes. 

What  can  Booth  do  to  get  off  the 
hook?  It  won't  be  easy.  He  must 
expand  beyond  instant  photography, 
but  he's  handicapped  by  stockholder 
pressure  to  rein  in  expenses  and  avoid 
diversification  missteps.  Instant  pho- 
tography provides  the  bulk  of  Polar- 
oid profit,  but  unit  sales  of  instant 
cameras  are  off  60%  from  their  1978 
peak,  and  Polaroid  is  milking  an  aging 
cash  cow.  "For  all  the  money  they've 
spent  on  research,  they  haven't  gotten 
an  adequate  return,"  says  Russell 
Thompson,  senior  vice  president  with 
Waddell  &  Reed,  Inc.,  which  holds 
nearly  1  million  shares. 

A  soft-spoken  man  with  a  steely 
streak  of  toughness.  Booth  refuses  to 
play  to  the  galler)'.  He  warns  that  the 
cost  of  new  product  rollouts  will  keep 
operating  profits  flat  this  year.  He 
promises  no  dramatic  breakthroughs. 
"This  idea  that  we're  going  to  have 
one  silver  bullet  that  is  going  to  be  the 
answer  for  Polaroid — that's  a  para- 
digm we're  trying  to  break." 

Instead  of  the  long  ball.  Booth  is 
concentrating  on  grinding  out  a  series 
of  solid  singles  and  doubles.  Polaroid 
is  supplying  electronic  scanners  and 
cameras  for  Citicorp's  new  photo  id 
credit  cards.  Mexico  has  enlisted  Po^ 
laroid  for  photo  IDs  in  its  voter  regis- 
tration drive.  Booth  continues  to  look 
for  niches  in  the  wider  "imaging" 
business.  These  include  medical  im- 
aging devices,  printers  that  produce 
slides  from  computer  graphics  and 
scanners  that  digitize  photos  for  com- 
puter storage.  Kodak's  new  photo  CD 
system  uses  Polaroid  scanners  to  digi- 
tize conventional  prints  for  display  on 
TV  and  computer  screens. 

Most  promising  is  the  new  Helios 
medical  imaging  system,  which  uses 
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lasers  to  speedily  produce  hard-copy 
images  from  medical  imaging  devices 
such  as  ultrasound.  Polaroid  has  de- 
veloped a  carbon- based  dry  medium 
that  eliminates  the  time-consuming 
and  waste-producing  wet  processing 
of  conventional  film.  "Technically, 
they  [the  Helios  pictures]  are  remark- 
able," says  Philip  Drew,  a  principal 
with  the  Concord  Consulting  Group. 
Drew  estimates  that  if  one  in  four  new 
ultrasound  machines  is  equipped  with 
Helios,  the  business  could  be  worth 
$100  million  to  Polaroid  by  1994. 

Polaroid  is  soon  to  roll  out  a  long- 
awaited  new  instant  camera — Joshua 
is  the  code  name.  But  will  it  sell  at  a 
time  when  easy-to-use  point-and- 
shoot  cameras  using  conventional 
film  have  eroded  instant  photogra- 
phy's appeal  with  amateurs?  Polaroid 
has  reduced  bulk  and  weight  in  the 
new  camera.  At  Polaroid's  annual 
meeting.  Booth  proudly  toted  a  pro- 
totype of  Joshua  in  his  coat  pocket, 
but  portability  carries  a  price:  a  small- 
er (wallet-size)  picture.  If  priced  at 
Polaroid's  traditional  $1  a  print,  that 
would  be  a  lot  for  a  wallet-size  image. 

Polaroid  has  always  been  a  compa- 
ny heavy  on  research  and  light  on 


Instant  sensation,  in  1948 

The  Land  camera  debuts  in  Boston. 


marketing  skills.  Under  inventor- 
founder  Edwin  Land,  who  died  last 
year,  market  research  was  oft:en 
skimpy  and  informal.  To  test  new 
cameras.  Land  would  show  them  off 
to  kids  and  moms  as  he  shutter- 


bugged  around  Boston  neighbor- 
hood parks.  Booth  claims  this  has 
changed  and  that  Joshua  involved 
unprecedented  levels  of  market  test- 
ing: focus  groups,  the  works. 

After  Joshua,  what.>  The  next  test  of 
Booth's  management  will  be  in  the 
promising  but  slowly  emerging  field 
of  digital  electronic  photography.  An 
electronic  still  camera  would  use  elec- 
tro-optical devices  to  capture  an  im- 
age that  would  be  digitized  and 
stored  as  computer  information. 
Electronic  image  sensors  cannot  yet 
be  produced  with  sufficient  resolu- 
tion at  low  enough  prices  to  challenge 
chemical-based  photography.  Polar- 
oid has  been  doing  research  on  this 
for  about  12  years  but  has  not  yet 
figured  out  where  to  go  with  the 
technology.  "Our  strategy  is  still 
evolving,"  says  Booth. 

How  much  patience  will  share- 
holders have  with  Booth's  deliberate 
approach  to  the  company's  problems? 
Probably  not  much.  "We  want  to  get 
the  stock  price  up,"  says  Koppes  of 
Calpers. 

Unless  Joshua  is  a  huge  success, 
there's  not  much  in  view  that  will  get 
it  back  to  the  old  $45  offer  price.  ^ 
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Jim  McNab's  Edisto  Resources  has  been  a  disaster 
for  investors.  So  why  are  some  smart  moneymen 
increasing  their  positions? 

Good  money 
aftei*  had) 


By  Toni  Mack 

Burned  AND  BLINDED.  That's  the  sto- 
ry of  investors  who  have  been  lured 
into  Dallas- based  Edisto  Resources 
Corp.  Two  years  ago  Edisto's  stock 
traded  at  $2 1 .75  a  share  on  the  Amer- 
ican Stock  Exchange.  Recent  price, 
38  cents. 

The  chap  behind  Edisto  is  an  en- 
gaging promoter  named  James 
McNab.  People  have  been  losing 
money  with  McNab  for  years.  Now 
48,  McNab  sold  $126  mil- 
lion in  drilling  fund  limited 
partnerships  to  individuals 
and  institutions  in  the  late 
1970s,  getting  a  25%  stake 
in  the  partnerships'  wells 
while  putting  up  10%  of  the 
capital.  When  demand  for 
drilling  deals  dried  up  in  the 
early  1980s,  McNab  began 
packaging  and  promoting 
oil  and  gas  income  funds. 
"We  wanted  to  take  advan- 
tage of  what  was  widely  ac- 
knowledged as  a  temporary' 
dip  in  [oil]  prices,"  says 
McNab,  with  a  hint  of  his 
native  South  Carolina 
drawl. 

But  the  dip  wasn't  tem- 
porary, and  the  funds'  in- 
vestors never  recovered 
In  1985 
his 
up 


partnership  units  into  common  stock 
of  Edisto  Resources,  a  publicly  traded 
company.  Edisto's  mission  was  to  drill 
for  natural  gas  in  the  Gulf  of  Mexico. 
This  was  then  a  popular  concept.  Gas 
demand  and  prices  were  expected  to 
leap  as  users  switched  from  dirtier 
fuels.  Some  shrewd  investors  bought 
into  Edisto,  among  them  Alan  Gaines 
of  Gaines,  Berland;  Richard  Rainwa- 
ter's Natural  Gas  Partners;  Fidelity 


their  money. 
McNab  rolled 
income   funds 


various 
into   a 

publicly  traded  limited 
partnership  called  xrai  En- 
ergy Co.,  L.P.  The  partner- 
ship units  began  trading  at 
1 6%  and  proceeded  to  sink 
below  $1  a  unit  by  1989. 

Next  step:  Late  in  1989 
McNab     converted     NRM 


James  McNab,  Edisto's  founder  and  chairman 

People  have  been  losing  money  with  McNab  for  years. 


Management;  and  State  Street  Re- 
search &  Management.  Forbes,  too, 
was  impressed  (July  9,  1990). 

In  partnership  with  a  private  explo- 
ration company,  Houston- based 
Hall-Houston  Oil  Co.,  Edisto  spent 
$1.15  million  to  drill  in  the  Gulf; 
initial  discoveries  sent  its  stock  from 
14V2  in  December  1989  to  21%  by 
August  1990.  But  then  it  became 
clear  that  McNab  had  once  again 
miscalculated  energy  prices.  "If  you 
take  the  gas  prices  that  we  forecast  in 
1989  [escalating  at  4%  a  year]  and 
then  plot  actual  prices,  it's  been  a  $56 
million  [revenue]  shortfall  on  prices 
alone,"  admits  McNab.  Reserves  fell 
short  of  predictions,  and  the  gas  that 
Edisto  did  find  was  expensive.  Oil 
experts  at  John  S.  Herold,  Inc.  reckon 
that  Edisto  spent  $2.53 — nearly  triple 
the  industrv'  average — for  every  thou- 
sand cubic  feet  of  gas  added  to  re- 
ser\'es  from  1989  through  1991. 

Last  year  Edisto's  cash  flow  was 
negative  $4  million.  But  this  did  not 
deter  McNab  from  pouring  hundreds 
of  thousands  of  dollars  into  taking 
over  and  lavishly  redecorat- 
ing an  extra  floor  in  Dallas' 
San  Jacinto  Tower.  (He's 
since  sublet  the  space.)  "I 
was  impressed  with  their  of- 
fices," groans  one  former 
shareholder,  "and  that 
should  have  given  it  away." 
Meanwhile,  McNab  raked 
in  nearly  $9  million  from 
Edisto  in  cash  compensa- 
tion and  other  deals — such 
as  a  $1.9  million  loan  from 
the  company  that  was  for- 
given— from  1989  through 
1991. 

Last  year  Edisto  lost 
$117  million  on  $345  mil- 
lion in  revenues.  Debt  of 
$260  million  smothers  the 
fast-depleting  $42  million 
equity.  Chemical  Bank  has 
rescheduled  payment  of  its 
$41  million  in  secured 
loans  to  Edisto  three  times, 
but  McNab  has  announced 
that  he  may  fail  to  meet  the 
latest  terms.  Chemical 
could  declare  a  default  at 
any  time. 

Fidelity  Management, 
Trust  Co.  of  the  West  and 
other  holders  of  Edisto's 
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Introducing  the  first  all-new  consumer  electronics  technology  manufactured  in  the  USA  in 
^  decades:  the  Optimus®  Digital  Compact  Cassette  Recorder. 

A  breakthrough  in  high-fidelity  audio,  the  DCT-2000  records  and  plays  revolutionary  digital 
compact  cassettes  with  sound  quality  indistinguishable  from  audio  CDs.  Plus,  it  plays  standard 
analog  cassettes,  making  it  compatible  with  millions  of  tape  libraries  in  homes  across  the  USA. 

This  innovation  is  brought  to  you  by  a  leader  in  both  consumer  electronics  and  personal  computer 
manufacturing  and  retailing:  Tkndy  Corporation  .  .  .  More  Than  ¥)u  Imagined. 
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Edisto  Resources 

$103  million  in  13y8%  senior  notes 
are  now  dickering  widi  McNab  over 
how  much  common  stock  they'd  get 
in  a  proposed  debt-for-equity  swap. 
(Edisto  has  25  million  shares  out- 
standing.) McNab  is  offering  58%  of 
the  equity,  but  the  noteholders  are 
asking  for  90%.  They  can  declare  a 
default  on  Sept.  16,  30  days  after  $7 
million  in  interest  was  due.  Bankrupt- 
cy, even  liquidation,  is  possible. 

But  note  this:  Despite  all  Edisto's 
problems,  some  of  the  company's 
biggest  shareholders  and  creditors 
have  recentiy  increased  their  common 


McNab  raked  in  nearly 
$9  million  in  cash  com- 
pensation and  other 
deals  in  tiiree  years. 


stock  holdings.  Fidelity  Manage- 
ment, the  biggest  holder  of  Edisto's 
notes,  bought  667,289  common 
shares  in  the  first  quarter.  State  Street 
Research  &  Management,  badly 
burned  in  Edisto's  collapse,  added 
225,000  shares  to  its  1,527,643 
shares  in  the  first  quarter. 

Is  this  a  case  of  good  money  after 
bad?  Not  necessarily.  Against  liabil- 
ities of  $260  million,  Edisto  had  $23 
million  in  cash  on  June  30,  plus  113 
billion  cubic  feet  of  natural  gas  and 
oil  reserves,  plus  a  gas  pipeline  and 
marketing  system  and  1 1%  of  a  pros- 
pect some  33  miles  off"  Tunisia's 
coast.  Marathon  Oil,  the  prospect's 
operator,  has  drilled  one  promising 
well  there.  "That's  probably  our  most 
significant  single  asset,"  gushes 
McNab  of  the  Tunisian  play. 

State  Street  portfolio  manager 
Daniel  Rice  figures  that  even  if  Edis- 
to's noteholders  got  75%  of  the  equity 
in  a  reorganization,  the  remaining 
25%  of  Edisto  would  be  worth  $1.40 
per  current  share,  more  than  three 
times  the  stock's  current  price.  Still, 
unless  gas  prices  continue  to  recover 
and/or  Edisto  makes  a  major  find  in 
Tunisia,  the  company's  losses,  now 
running  at  $3  million  a  month,  will 
quickly  erode  the  company's  underly- 
ing value.  Given  Jim  McNab's  long- 
term  record  in  the  oil  and  gas  busi- 
ness, all  but  the  most  speculative  in 
vestors  would  do  well  to  give  Edisto  a 
very  wide  berth.  Bl 
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THE  AIRBUS  FAMILY  IS  BIGGER  THAN  YOU  THINK. 


The  Airbus  product  line  offers  a  profitable  solution 
for  airlines.  Our  6  Airbus  aircraft  cover  virtually  every 
need  of  the  more  than  100  custonners  we  have 
worldwide.  They  can  profitably  fly  fronn  120  to  400 
passengers  as  far  as  8,000  miles  -  covering  short, 
medium  and  long  ranges. 

And  by  the  year  2000  -  when  annual  passenger 


traffic  should  exceed  2  billion  -  Airbus  aircraft,  such  as 
the  A340,  will  provide  welcome  nonstops  that  avoid 
congested  hub  airports. 

By  that  time,  the  world's  first  integrated  family  may 
also  have  many  new  members. 

That's  why,  in  commercial  aviation,  we're  Number  2 
and  leading. 
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As  a  Chicago  cop  pinned  down  by  sniper  fire, 
Ken  Pavichevich  decided  there  must  be 
a  better  way  to  make  a  living.  There  was, 
but  brewing  beer  has  entailed  risks  of  its  own. 

Beer-barrel 
blues 


By  Christopher  Pahneri 

Kenneth  Pamchemch  lives  a  life  a 
lot  of  guys  dream  about.  Even  morn- 
ing he  steers  his  Lincoln  Continental 
to  the  brew  en>  near  his  suburban  Chi- 
cago home  that  bears  his  name.  There 
Pa\iche\ich  downs  a  glass  of  freshly 
brewed  malted  barley,  called  wort. 
"Instant  Nitamins,'"  he  says.  He  then 
goes  about  his  duties  as  chief  execu- 
tive officer  of  the  world's  smallest 
publicly  held  brewer)-. 

But  the  grass  is  not  greener  on 
Pa\iche\ich  Brewing  Co.'s  side  of  the 
hill.  In  the  fiscal  year  that  ended  Jan. 
31,  the  sbc-vear-old  firm  lost 
S256,000  on  sales  of  S9I7,000,  a 
17%  decline  fi-om  1990.  Pa\iche\ich's 
working  capital  deficit  hit  a  record 
SI. 9  million;  its  auditors  have  ques- 
tioned its  abilit)"  to  continue  as  a 
going  concern.  The  company's 
shares,  sold  to  the  public  in  1988  at 
S5,  recendy  traded  over-the-counter 
at  half  that. 

"Five  years  ago,  w  hen  people  said  it 
would  be  impossible  to  build  my  own 
brew  er\\  I  never  believed  them,"  sa\'s 
Pa\iche\ich.  "Today  I  believe  them." 

The  game  isn't  over  yet,  though. 
Pa\iche\ich  recendy  raised  S600,000 
in  a  private  placement.  ( He  still  owns 
22%  of  the  firm's  2.1  million  shares 
outstanding. )  Last  year  he  signed  an 
agreement  with  Patemo  Imports,  one 
of  the  countn's  largest  wine  import- 
ers, to  distribute  his  Baderbrau  label 
nationwide. 

Pa\iche\ich,  41,  earned  a  political 
science  degree  fi-om  Northern  Illinois 
University'  in  1972.  Following  in  his 
father's  footsteps,  he  took  a  job  with 
the  Chicago  Police  Department  and 


walked  a  beat  on  Chicago's  South 
Side  tor  five  years.  He  was  shot  at,  and 
once  a  w  oman  tried  to  stab  him  in  the 
neck  with  a  pair  of  scissors.  Then  one 
day  Pa\iche\ich  found  himself  pinned 
down  by  sniper  fire.  *T  had  a  baby  girl 
four  da\"s  old  in  the  hospital,"  he 
remembers.  'T  said,  'This  is  not  TV; 
death  is  final.'  " 

Pa\iche\ich  thereupon  quit  the  po- 
lice force  and  took  a  job  selling  heat- 
ing oil.  Soon  he  was  earning  over 
Sf 00,000  a  year.  But  in  1985  he  left 
in  what  he  sa\s  was  a  dispute  o\er 
commissions. 

It  was  at  this  point,  during  a  Euro- 
pean vacation  on  w  hich  he  quaffed  a 
lot  of  local  beers,  that  Pa\iche\ich 
decided  to  stan  a  brewen.-.  To  learn 
about  the  business,  he  attended  a 
microbrewen.'  convention.  Through 
contacts  he  met  Douglas  Babcook,  a 
brewmaster  recendy  retired  trom  the 
Stroh  Brewing  Co. 

Together  Babcook  and  Paxiche- 
\ich  toured  Europe  searching  for 
brewing  ideas.  They  settied  on  a  reci- 
pe that  was  in  accordance  with  the 
Reinheitsgebot,  the  Bavarian  Purity- 
Law  of  1516,  which  allows  only  four 
ingredients — malted  barley,  hops, 
yeast  and  water.  Pa\iche\ich  uses 
twice  the  malt  a  topical  brewer  would 
and  grinds  it  on  site  at  his  gleaming 
new  brewen-  in  an  Elmhurst,  111.  in- 
dustrial park.  He  imports  his  hops 
fi-om  Czechoslovakia,  and  dates  each 
of  the  1  million  Baderbrau  botties  he 
turns  out  even.'  year  for  fi-eshness. 

The  attention  to  detail  comes 
through  in  the  product.  Baderbrau 
has  an  extraordinarilv  rich,  fiill-bod- 


ied  flavor,  not  unlike  Czechoslova- 
kia's Pilsner  Urquell,  thought  by 
many  to  be  the  best  beer  in  the  world. 
Author  Michael  Jackson,  a  noted  beer 
authority',  has  called  Baderbrau  the 
best  pilsner  in  America. 

Once  Pa\iche\ich  and  Babcook 
had  their  recipe,  Pa\iche\ich  raised 
5550,000  fi-om  35  ftiends  and  family 
members.  Then  he  went  calling  on 
bankers.  .After  many  polite  turn 
downs,  a  local  bank  agreed  to  lend 
him  S750,000 — pro\idcd  that  he 
raise  another  SI  .7  million  in  equit>-. 

Pa\iche\ich  decided  to  sell  stock  to 
the  public  and  found  a  now  deftinct 
firm  in  Kansas  Cin,"  to  handle  the 
offering.  But  before  a  share  was  sold, 
the  market  crashed  in  October  of 
1987.  Five  months  later  the  oft'cring 
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Ken  Pavichevich, 
founder  of 
Pavichievich 
Brewing  Co. 
"I  may  not  have 
any  money,  but  I 
am  rich." 


was  back  on.  Then  a  broker  who  had 
agreed  to  sell  a  large  block  of  shares 
developed  jaw  cancer  and  committed 
suicide.  "I  said,  'My  God,  how  many 
obstacles  do  I  have  to  face?'  "  Pavi- 
chevich recalls.  The  offering — 28%  of 
the  company  for  $T8  million — finally 
went  through  in  May  1988. 

Pavichevich  plowed  the  money  into 
his  plant.  He  spent  $400,000,  for 
example,  on  a  self-cleaning  botding 
machine.  "I  could  have  gotten  it  for 
half  that  used,"  Pavichevich  says. 
"But  I'm  trying  to  produce  the  high- 
est-quality beer  in  America."  In  all, 
the  startup  cost  Pavichevich  $2.8  mil- 
lion, nearly  all  his  capital. 

Soon  Pavichevich  was  out  walking 
the  beat  again,  this  time  calling  on 
bars  and  restaurants  in  the  Chicago 


area.  Quite  a  few  signed  up,  encour- 
aged by  Pavichevich's  taste  tests  with 
imported  beers. 

But  the  beer  business  has  never 
looked  kindly  on  competition.  Before 
long  the  industry's  heavier  hitters  de- 
cided they'd  better  look  after  their 
turf.  A  vital  part  of  beer  marketing,  for 
example,  is  getting  potential  custom- 
ers to  taste  your  product  at  festivals 
and  special  events.  Pavichevich  paid 
$10,000  to  sponsor  a  triathlon  in 
downtown  Chicago  in  1990;  the  next 
year  he  was  told  a  major  brewer  had 
paid  $20,000  to  supply  its  beer  to  the 
same  event,  on  an  exclusive  basis. 
Then  an  article  about  Baderbrau  in  a 
national  sports  magazine  was  killed 
b."  cause  of  pressure  from  one  of  the 
magazine's  largest  advertisers,  a  big 


brewing  company.  Pavichevich  says 
he  has  found  the  carbon  dioxide  lines 
that  pump  his  kegs  in  bars  cut.  His 
sole  delivery  truck  was  once  blocked 
in  an  alley  for  a  whole  day  by  a  rival 
distributor's  truck. 

Pavichevich's  personal  life  wasn't 
much  fiin,  either.  With  Pavichevich 
working  days,  nights  and  weekends, 
his  wife  would  often  attend  family 
fiinctions  alone.  His  four  kids  took  to 
calling  him  Uncle  Kenny.  Last  year 
Pavichevich  had  to  fire  his  best  friend 
and  a  founder  of  the  company,  he 
says,  because  the  man  wasn't  working 
hard  enough.  "He  was  best  man  at  my 
wedding,  godfather  to  my  kid  and  he 
gave  blood  to  my  son  who  had  heart 
surgery,"  says  Pavichevich.  "But  I 
told  him  the  business  is  bigger  than 
the  both  of  us."  The  two  are  still  not 
speaking  to  each  other. 

But  Pavichevich  stayed  the  course, 
and  Baderbrau,  which  typically  sells 
for  about  the  same  as  Heineken  or 
Beck's,  has  begun  to  develop  a  cult 
following.  Dr.  Manfred  Raiser,  a 
Hinsdale,  111.  gastroenterologist,  rec- 
ommends his  patients  drink  a  Bader- 
brau a  day  for  its  nutritional  value. 
William  Friedkin,  the  Oscar-winning 
director  of  The  French  Connection, 
talks  up  Baderbrau  at  dinner  parties 
and  at  restaurants  he  visits.  "It's  just 
so  good,  it  has  to  make  it,"  Friedkin 
froths. 

Now  Baderbrau's  ftiture  rests 
largely  in  the  hands  of  Paterno  Im- 
ports, whose  150  salespeople  have 
expanded  Baderbrau's  distribution 
into  chain  stores  in  the  Chicago  area 
and  into  a  dozen  other  states,  includ- 
ing California  and  New  York.  "We 
will  never  be  a  Budweiser,  but  we 
don't  want  to  be,"  says  Paterno's 
marketing  director,  Gregory  Christ- 
off.  "I  believe  that  Baderbrau  is  of 
such  exceptional  quali^  that  people 
will  hear  about  it,  try  it  and  stick 
around.  The  first  step  is  getting  it  out 
there." 

If  the  Paterno  deal  doesn't  stop 
Pavichevich  Brewery's  losses,  what 
then?  Pavichevich  says  he'd  probably 
have  to  sell  out  to  one  of  the  major 
brewers.  "I  could  sell  shoes,  I  could 
do  anything,"  Pavichevich  says  as  he 
sits  in  his  small  office,  surrounded  by 
the  aroma  of  malt  and  hops.  "I  may 
not    have    any    money,    but    I    am 
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ADVERTISEMENT 


—Parker 


Partnerships  In 
Engineering  Excellence 

Reestablishing  an  American  Legend 


Perhaps  no  other  product  has  come  to  symbolize 
America's  passion  for  freewheeling  road  travel  and  personal 
independence  more  than  a  Harley-Davidson  ®.  For  legions 
of  riders  woridwide,  a  Harley-Davidson®  motorcycle  repre- 
sents the  uniquely  American  longing  for  the  open  road, 
unconfined  by  the  walls  and  windows  of  an  automobile. 

But  only  ten  years  ago,  Harley-Davidson  was  struggling 
to  sell  its  products.  Like  so  many  other  icons  of  American 


manufacturing,  Hariey-Davidson  had  become  a  victim  of  its 
own  success,  turning  out  the  same  basic  machines  year 
after  year.  A  clientele  that  included  many  do-it-yourself 
mechanics  virtually  assured  the  company  of  sales  and  for- 
gave quality  oversights.  After  all,  working  on  your  Harley® 
was  half  the  fun  of  owning  one. 

That  complacency  nearly  doomed  Harley-Davidson 
when  overseas  manufacturers  unveiled  a  new  generation  of 
higher-quality,  technically  advanced  motorcycles. 

But  Harley-Davidson,  the  all-American  company, 
answered  the  new  challenges.  During  the  early  1980s, 
Hariey-Davidson  became  committed  to  manufacturing  high- 
quality  products  that  could  compete  with  the  very  best  its 


competition  had  to  offer.  These  new  bikes  still  provided  the 
muscle  and  machismo  that  gave  Harieys®  their  legendary 
appeal,  but  riders  no  longer  needed  to  carry  tool  kits  when 
they  went  for  a  ride. 

The  result?  A  renewed  love  affair  with  Hariey-Davidson. 
Not  only  traditional  blue-collar  cycle  fans,  but  also  doctors, 
lawyers,  chief  executive  officers  and  Hollywood  celebrities 
started  riding  Harley-Davidson®  motorcycles.  The  com- 
pany's success  became  a  textbook 
example  of  how  an  American  business 
can  right  itself  when  quality  becomes  its 
mission. 

Along  the  way,  Parker  Hannifin 
Corporation,  the  worid's  largest  manufac- 
turer of  motion-control  components  and 
systems,  has  been  there  to  help.  Parker 
hydraulic  and  pneumatic  products  —  rang- 
ing from  pumps,  valves,  cylinders,  filters, 
fluid  connectors  and  seals  to  automation 
components  and  systems  —  are  used 
throughout  Hariey-Davidson®  manufactur- 
ing plants.  And  Parker  seals  are  also  an 
integral  part  of  the  hydraulic  brake  system 
on  every  Hariey®  produced. 

Support  like  this  has  helped  Hariey- 
Davidson®  motorcycles  become  the, 
most  sought  after  in  the  worid,  with  demand  greatly  out- 
weighing supply.  Harieys  have  become  one  of  the  bright 
spots  in  U.S.  foreign  trade  with  31  percent  of  the  com- 
pany's unit  production  slated  for  export. 

It's  this  type  of  partnership  in  excellence  that  is  the  driv- 
ing force  behind  Parker's  woridwide  preeminence  in  motion- 
control  components  and  systems.  Parker  operates  200 
manufacturing  plants  and  administrative  offices  around  the 
worid,  supporting  more  than  4,500  distributors  and  more 
than  258,000  customers  in  every  comer  of  the  worid  with 
more  than  800  product  lines  for  hydraulic,  pneumatic  and 
electromechanical  applications  in  some  1 ,200  industrial  and 
aerospace  markets. 
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Parker  and  Harley-Davidson  travel  the  road  to  excellence 


The  road  champion  image  of 
Harley-Davidson  has  been  restored. 
This  legendary  company  -  unique  in 
American  industry -recently  under- 
went a  complete  metamorphosis  in 
order  to  prevail  against  formidable 
competition  from  abroad.  And 
Parker  Hannifin,  the  world's  leader 
in  motion-control  components  and 
systems,  was  there  to  help. 

Much  of  the  Harley-Davidson 
rebuilding  process  was  a  team  effort 
guided  by  President  and  CEO  Rich 
Teerlink,  All  facets  of  the  company 
were  painstakingly  studied.  Harley- 
Davidson  then  adopted  employee- 
driven  quality  programs,  calling  for 


every  member  of  the  workforce  to 
become  fully  involved. 

Harley-Davidson  also  employed 
the  latest  in  manufacturing 
technology.  That's  where  Parker 
came  in. 

Harley-Davidson's  engineering 
team  employed  Parker's  innovative 
manufacturing  technology  to  further 
improve  productivity  and  quality  on 
the  factory  floor.  Parker's  advanced 
hydrauUc  and  pneumatic  components 
and  systems  are  used  throughout 
Harley-Davidson®  manufacturing 
plants  to  improve  plant  efficiency. 
And  Parker  seals  are  used  on  the 


braking  system  of  every  Harley®. 

Parker  serves  over  1,200  markets. 
More  than  250,000  customers  around 
the  globe  rely  on  the  innovation  and 
dependability  of  Parker  technology, 
components  and  systems. 

These  partnershaps  have  helped 
make  Parker  a  worldwide  leader  in 
the  motion-control  industry.  For 
more  information,  write  for  our 
Annual  Report:  Parker  Hannifin 
Corporation,  Dept.  FB-21,  17325 
Euclid  Ave.,  Cleveland,  OH  441 12- 
1290.  Or  call  1-800-C-PARKER 
(1-800-272-7537)  for  product 
information. 
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A  partnership  in  vital  tecltnologies 


Parker 
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What  started  as  a  salesman's  sideline  is  now  a  $110 
million  family  business.  But  why  do  Silver  Dollar's  owners 
feel  they  need  an  independent  board  of  directors? 

A  curb  on  the  ego 


By  Lisa  Gubemick 

FoR-n-Two  \'EARS  AGO  Hugo  Her- 
schend  signed  a  99-year  lease  on  a 
cave  near  Branson,  Mo.  He  figured 
Man'el  Cave,  vv^th  its  vaulted  ceiling 
and  cr\'stalline  stalactites,  would  make 
a  nice  litde  family  business. 

A  branch  manager  for  Electrolux  in 
Evanston,  111.,  Herschend  kept  his  job 
in  order  to  keep  the  cash  rolling  in, 
but  sent  his  wife,  Man',  south  to 
manage  the  cave;  sons  Peter  and  Jack 
helped  out  during  summer  vacations. 

Hugo  joined  them  four  years  later 


after  suffering  a  heart  attack.  When  he 
died,  in  1955,  the  S5,000-a-year  lease 
was  his  only  valuable  asset.  It  turned 
out  to  be  quite  a  legacy.  Today  Pete 
Herschend,  57,  and  brother  Jack,  59, 
run  Silver  Dollar  Cit\'  Inc.,  a  small 
conglomerate  of  four  theme  parks — 
including  Dolly  Parton's  Dolly- 
Wood — a  4,000-seat  music  theater 
and,  of  course,  Marvel  Cave.  Last  year 
the  privately  held  firm  took  in  $93 
million  in  revenues. 

These  davs  Branson,  Mo.  is  a  hot 


Silver  Dollar  City's  Jack  and  Pete  Herschend,  at  the  Grand  Palace 
Their  daddy's  cave  proved  a  rich  legacy. 


spot,  thanks  to  country  music.  The 
little  Ozark  mountain  town  sports  28 
music  theaters — Willie  Nelson  has 
one,  as  do  Mel  Tillis  and  Box  Car 
Willie.  A  sort  of  perpetual  music  festi- 
val, Branson  attracts  4.5  million  visi- 
tors a  year  (Forbes,  Mar.  2). 

But  when  Hugo  Herschend  went 
into  hock  to  sign  that  lease,  he  had  no 
inkling  of  all  this.  Branson  was  then  a 
town  of  1,200,  surrounded  by  hillbil- 
ly communities  where  blacksmithing 
and  quilting  were  a  way  of  life.  Get- 
ting there  meant  being  lured  off 
Highway  65  by  a  battery  of  signs  that 
beckoned  "See  Marvel  Cave:  Ameri- 
ca's Third- Largest  Cavern"  and  driv- 
ing up  9  miles  of  winding  roads. 

By  1959  the  cave  was  attracting 
65,000  visitors  and  $200,000  a  year 
in  revenues.  With  Mar\'  Herschend 
running  things,  it  was  enough  to  put 
the  boys  through  college.  But  it 
wasn't  exactly  a  growth  business. 

Then  the  brothers  discovered  that 
the  land  above  the  cave  that  was 
included  in  their  lease  had 
been  a  mining  town.  Mar- 
vel Cave  soon  had  a  line 
extension.  The  family  took 
out  an  $  18,000  loan,  built  a 
restaurant  and  a  general 
store  and  invited  local 
craftsmen  in  to  set  up 
shops.  They  called  it  Silver 
Dollar  City,  and  put  up 
more  signs  on  Highwav  65. 
The  1880s-st>'le  Ozark 
mining  city  proved  a  better 
draw  than  the  cave.  To- 
gether they  drew  450,000 
visitors  in  1966,  generating 
revenues  of  $3  million. 
Then  the  Herschcnds  got 
lucky.  In  1967  one  of  their 
employees  convinced  the 
producers  of  The  Beverly 
Hillbillies,  then  the  na- 
tion's top-rated  program, 
to  film  six  shows  there. 
Business  went  up  50%. 

And  then  came  the  gaso 
line  shortages  of  1973  and 
1984.  The  tourist  business 
almost  stopped.  Pete  and 
Jack  decided  to  hedge  their 
bets. 

While  vacationing  in  the 
Great  Smoky  Mountains  in 
eastern  Tennessee,  Jack 
Herschend  came  across  a 
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Jjelore  you  can  even  think  ol  opening  a  business  or  a  plant  in 

AlaDama,  you  mignt  nave  to  overcome  some  misperceptions 

about  tne  state— images  snapea  by  tne  media 

ana  mytns  about  tne  ooutn .  11  tbat  s 

tne  case,  tne  lirst  tnine  \ve  want 

you  to  open  is  your  mina . 

Jjecause  only  tnen  will  your 

eyes  be  open  to  all  tnat 

Alabama  nas  to  oiler. 

1  nat  s  absolutely  not 
tne  case,     Xvay 
,  ^        ixosewall 

\kl^'-<^^^      .<!avs  ol  nis 


Alab; 


ama  w. 


hen  the 


here  lor  i  i 


iththe 


Iriends 

comments . 

„  ,     jV\.obile,  espe- 

Fn'enas  nave  ii  r  i 

askeJ  us,  'When  you  cially,  is  very  lorward- 
get  on  the  plane,       J  •    1  •       •       ^ 
Ao  uou  Juour      thmkmg  m  attracting  new 

business,  very  open  to 


•  you  set  you 
ivatcn  back 
20  years?'" 
RayRosewaJI,  change."  He  adds,  "The  city 

Executive  Vice  President,     _  .  C  \ 

QMS,  Mohile         is  much  more  ol  a  mel' 


ey  came  Here  lor  ±  rm  s  mtemew  wil 
Alabama  ohakespeare  xestival.     Jjut  we  saw^  the  best 
production  ol  C-hekhov  ever,  and  made  up  our 

minds  at  intermission,      iimsays.      We 
lelt  that  w^orkine  w^ith  a  theater  that 
draws  Irom  all  over  the  nation, 
even  o^  loreign  countries,  Avould 
be  an  excellent  opportunity.  And 
J-  ve  never  seen  such  strong  com- 
munitjr  support  lor  a  theater. 
Ihe  J_angans,  ^^mo  have  a  six- 
year-old  son  and  a  lo-year- 
old  daughter,  say  that  the 
move  trom  Jvhode 
island  to  Alabama  has 
(jrtven  us  our  lamily  back. . . 
the  lamily  unit  is  more  together 
here,  and  people  know^  how^  to 
relax  and 
eniov  them- 


is  much  more  ol  a  meitmg  pot 
ol  people  than  i  expected .     (concerning  the 
w^ork  lorce,  ivay  says,      ihey  re  very  hard- 
w^orking  and  take  pride  in  their  w^ork  that  you  don  t  lind  in 
the  rest  ol  the  country.    As  lor  protessionals,  w^e  ve  tound 
many  bright  engineers  Irom  the  state  s  universities . 

i  im  and  x  at  i-angan  didn  t  really  expect  to  move  to 


selves . 
W  hen  considering  a 
location  lor  a  new^  plant 
or  business,  don  t  close  your  mind  to 
Alabama.  Jjecause  a  closer  look  at  us 
could  broaden  your  mind .  And  your 
possibilities. 


"We  expected 

Shakespeare  to 

be  performea  with  a 

Southern  accent!" 


Tim  Langan, 

Managing  Director 

1  he  Alabama  bnakespeare 

Festival,  Montgomery 


^Alabama  1     s     n  t  rV     here  You  Think  It  Is. 

■    "or  more  inlorrnation,  contact  tne  rU:onomic  J_)evelopment  x^artnersnip  ol  Alabama:  P.O.  Jjox  26^1,  Ijirminenain,  Alaoama  352gi-oooi;  2o5  2^0-2226^ 
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You  can  tell  your 

friends  about  our  hotel 

in  Hew  York, 

and  still  keep 

this  one  to  yourself. 


THE 
PENINSULA 

BEVERLY   HILLS 


Peninsula 

CROUP 


UP  &  COMERS 


run-down  amusement  park  called 
Goldrush  Junction.  The  Smokies,  a 
popular  vacation  spot,  meant  a  much 
larger  market  to  draw  on.  So  in  1975 
the  Herschends  borrowed  $2  million 
to  buy  the  park  and  immediately  sank 
another  $800,000  into  turning  it  into 
a  craft  and  theme  park  like  the  one  in^ 
Branson.  Attendance  quadrupled,  to 
500,000,  in  three  years,  putting  the 
operation  into  the  black. 

At  that  point  the  boys,  who  had  just 
taken  over  from  their  Mom,  got  a  bit 
cocky.  Says  Pete,  "Families  are  a  terri- 
ble venue  for  decisions  because  it's  so 
difficult  to  separate  emotions  from 
business."  Emotion  told  them  they 
could  run  anv  kind  of  amusement 


(310) 273-4888  (800) 462-7899 

Little  Santa  Monica  at  Wilshire 


r  ^^f ' 

*^^^S^'^^  ' 

steam  train  at  Silver  Dollar  City 
Mining  for  profits. 


park  anv^vhere;  business  sense  told 
them  that  they  shouldn't  spread 
themselves  too  thin.  Emotion  won. 
In  the  early  Eighties  the  brothers  built 
five  water  parks,  as  far  afield  as  Okla- 
homa Cit>'  and  suburban  Atlanta. 
Three  of  the  parks  were  duds,  and  the 
brothers  were  at  odds:  Pete  wanted  to 
sell,  Jack  insisted  they  hang  in. 

The  impasse  was  finally  broken  by 
their  board  of  directors.  The  what!" 
Wasn't  this  a  family  business?  It  was, 
but  the  Herschend  brothers  had  done 
something  unusual.  In  1972  they  set 
up  an  outside  board  of  directors 
whose  members  included  a  former 
American  Management  Association 
executive  and  Sam  Moore,  head  of 
Bible  publisher  Thomas  Nelson  Inc. 
The  board,  which  was  given  final  say 
on  strategic  decisions  and  capital  ex- 
penditures over  $250,000,  listened  to 
both  of  their  pitches,  then  voted  to 
dump  the  duds  and  expand  the  parks 
that  were  prospering.  Jack  acceded. 


That  chastened  the  boys  but  didn't 
dampen  their  enthusiasm  for  new 
ventures.  In  1985  they  heard  country 
singer  Dolly  Parton  wanted  to  own  an 
amusement  park.  Their  park  in  the 
Smokies  was  just  miles  from  where 
Parton  had  grown  up.  The  Her- 
schend brothers  approached  Parton, 
and  after  a  year  of  negotiating  with 
her  managers,  she  came  in  as  a  minor- 
ity partner,  and  the  place  was  rechris- 
tened  DollyWood.  Small  signs  inside 
the  park  now  brand  the  place  Dolly's 
own,  from  the  stage  where  her  rela- 
ti\'es  pla)'  music  daily,  to  a  hamburger 
stand  called  "Dolly's  First  Hambur- 
ger." Dolly's  dad,  it  seems,  bought 
her  first  burger  after  she  had  a  tooth 
pulled — a  story  told  right  alongside 
the  menu  board.  Such  is  the  American 
weakness  for  e\'en  vicarious  proximity 
to  celebrities  that  the  year  after  Parton 
signed  on,  attendance  doubled. 

The  brothers  are  hoping  to  pull  off" 
the  same  trick  back  in  Branson,  where 
last  year  they  spent  $12.5  million  to 
build  the  biggest  theater  in  town,  the 
4,000-seat  Grand  Palace.  To  promote 
the  theater,  they  signed  up  singer 
Kenny  Rogers,  who  will  appear  there 
at  least  four  weeks  annually.  In  ex- 
change for  a  small  piece  of  equity  in 
the  project,  Rogers  will  also  appear  in 
much  of  the  advertising  for  the  the- 
ater, as  well  as  for  a  new  shopping 
mall,  the  Grand  Village,  which  is  be- 
ing built  next  to  the  theater. 

After  the  failures  of  1985,  the 
brothers  were  careftjl  to  consult  the 
board  at  every  step  of  the  way.  The 
outside  directors  originally  opposed 
the  mall — which  will  cost  a  projected 
$27  million — arguing  that  the 
Herschends  weren't  familiar  enough 
with  retailing.  Only  after  the  brothers 
got  more  data  did  the  board  go  along. 
"The  board  was  right,"  says  Pete. 
"We  did  need  to  do  more  work." 

With  revenues  expected  to  top 
$110  million  this  year.  Jack  and  Pete 
recently  hired  a  chief  executive  officer 
to  oversee  operations.  But  another 
generation  of  Herschends  waits  in  the 
wings.  Jack's  two  sons  are  working 
their  way  up  through  the  ranks. 

But  whoever  ends  up  running  the 
company,  you  can  be  sure  of  this:  The 
family  will  insist  on  having  an  inde- 
pendent board  with  some  real  clout  to 
make  sure  they  don't  get  carried  away 
by  their  own  egos.  IB 
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While  the  hotel  industry  slumbers,  William 
Kimpton's  Kimco  is  prospering  by  nof  trying 
to  be  in  the  entertainment  business. 

We  sell  sleep" 


By  Dyan  Machan 

One  of  William  Kimpton's  first  mem- 
ories, ft'om  around  the  age  of  4,  is  of 
collecting  a  pile  of  hotels  playing  Mo- 
nopoly— "a  game,"  he  says  immod- 
estly, "I  was  very  good  at."  Now  57, 
Bill  Kimpton  is  still  collecting  hotels, 
but  not  the  red  plastic  kind.  His  pri- 
vately held  Kimco  Hotel  &  Restau- 
rant Management  Co.,  founded  in 
1981,  runs  17  small,  moderately 
priced  hotels  on  the  West  Coast,  be- 
tween San  Francisco  and  Seatde. 

Headquartered  in  San  Francisco, 
Kimpton's  chain  is  one  of  the  few 
bright  spots  in  the  otherwise  sluggish 
U.S.  hotel  industry.  Last  year,  while 
the  industry  lost  a  collective  $2.7 
billion,  Kimco  earned  $18  million, 
pretax,  on  revenues  of  $95  million. 
Kimpton  says  he  expects  profits  this 
year  to  rise  to  $22  million,  on  $125 
million  in  sales. 


"The  mistake  most  hotel  compa- 
nies make  is  thinking  they  are  in  the 
entertainment  business,"  says  Kimp- 
ton from  his  unassuming  office  in  a 
converted  hotel  room  in  Kimco's 
177-room  Galleria  Park  Hotel,  in 
downtown  San  Francisco.  "It's  mar- 
keting myopia.  Take  the  St.  Francis  [a 
posh  nearby  hotel].  It  has  ballrooms, 
meeting  spaces,  a  disco  and  seven 
restaurants  and  lounges  no  one  sits  in. 
Most  people  spend  45  minutes  to  one 
hour  using  the  hotel,  and  the  rest  of 
the  time  they  sleep.  When  guests  are 
presented  with  a  big  bill,  they  feel  they 
don't  get  value." 

Kimco's  marketing  plays  directly  to 
business  travelers  who  want  a  com- 
fortable place  to  lay  their  heads.  As 
Kimpton  puts  the  concept:  "We  sell 
sleep."  Even  after  throwing  in  break- 
fast, plus  free  drinks  and  snacks  during 


Kimco  Chairman  William  Kimpton 

Fireplaces,  overstuffed  sofas  and  a  cold-calling  sales  force. 
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cocktail  hours  in  some  hotels,  the 
average  price  for  a  night  in  a  Kimco 
hotel  is  around  $115.  As  a  result, 
Kimpton's  occupancy  rates  average 
75%,  well  above  the  industry  average 
of  60%. 

Kimpton  got  into  the  hotel  busi- 
ness relatively  late  in  life.  Until  1975 
he  was  an  investment  banker,  first 
with  Lehman  Brothers  and  later  with 
the  small  New  York  firm  of  Lepercq 
de  Neuflize.  Then  he  met  New  York 
City  real  estate  developer  Harry 
Helmsley — "the  greatest  Monopoly 
player  in  the  world,"  says  Kimpton, 
reverentially. 

After  hearing  that  Helmsley  was 
looking  to  raise  money  to  build  the 
Helmsley  Palace  Hotel  in  Manhattan, 
Kimpton  boasted  that  he  could  sin- 
glehandedly  raise  the  $23  million  in 
equity  Helmsley  needed.  Impressed 
by  his  cheek,  Helmsley  bypassed  his 
banker,  Goldman,  Sachs,  and  gave 
the  then  40-year-old  Kimpton  a 
chance.  Kimpton  rounded  up  the 
cash  from  wealthy  investors  abroad 
and  American  individuals  (including 
actor  Paul  Newman)  in  18  months.  "1 
was  shocked  1  did  it,"  he  says. 

While  working  with  Helmsley, 
Kimpton  discovered  that  some  small- 
er hotels  were  booking  operating 
margins  of  50%.  "I  said  to  myself,  'I 
can  do  that,'  "  he  recalls. 

In  1980  Kimpton  tried — and  al- 
most lost  his  shirt.  That  year  he  put  up 
all  of  his  savings — $500,000 — and 
raised  another  $7.5  million  through  a 
limited  partnership  to  buy  and  refijr- 
bish  the  Bedford,  a  shabby,  151- 
room  hotel  in  San  Francisco  that  ca- 
tered primarily  to  foreign  tourists.  Of 
the  $8  million,  $6.9  million  went  to 
buy  the  place  and  $1.1  million  went 
into  fixing  it  up. 

"I  overpaid  and  underdecorated," 
Kimpton  recalls.  Worse,  just  as  the 
Bedford  was  ready  in  1981,  the  dollar 
spiked  up  and  killed  the  international 
tourist  trade  on  which  it  depended. 
Revenues  dropped  60%  as  occupancy 
hovered  under  30%. 

In  danger  of  losing  the  property, 
Kimpton  began  making  cold  calls  to 
corporate  customers,  pitching  the  ho- 
tel's low  rates.  With  a  recession  on, 
cost-conscious  companies  responded 
favorably,  and  Kimpton  hired  a  staff 
of  cold-callers  to  bring  in  business. 
Within  a  year  the  Bedford's  occupan- 


Lobbies  of  the  Prescott  Hotel, 
the  Triton  and  the  Vintage  Plaza 
Value  and  style  over  luxury. 


cy  grew  to  75%  and  the  hotel  was  in 
the  black. 

Somewhat  richer  and  a  great  deal 
wiser,  Kimpton  put  together  another 
limited  partnership  and  bought  a 
down-at-the-heels  San  Francisco  ho- 
tel at  the  base  of  Nob  Hill  in  1982. 
This  time  he  paid  $2.2  million  for  the 
103-room  hotel  and  spent  $3.6  mil- 
lion renovating  it.  Marketed  with  the 
same  band  of  cold-callers,  Kimpton's 
Vintage  Court  was  soon  running  at 
90%  occupancy. 

Over  the  years  Kimpton  has  honed 
his  formula  but  never  deviated  much 
from  it.  He  looks  for  hotels  with  fewer 
than  150  rooms,  preferably  in  bank- 


ruptcy. He  then  pours  in  money, 
turning  them  into  cozy,  club-like 
properties  where  his  business  traveler 
clientele  will  feel  at  home.  Kimco 
hotels'  lobbies  all  have  fireplaces  and 
overstuffed  sofas  with  throw  pillows; 
rooms  feature  carefully  restored  wain- 
scoting and  moldings. 

But  the  real  key  is  the  lower  prices, 
which  require  Kimpton  to  take  a  disci- 
plined approach  to  buying  his  hotels. 
While  a  new  Hyatt  can  cost  as  much  as 
$300,000  a  room  to  build,  Kimpton 
says  he  has  never  paid  more  than 
$150,000  to  buy  and  renovate  a 
room,  and  often  much  less. 

Kimco's  Hotel  Vintage  Plaza,  in 
Pordand,  Ore.,  is  a  good  example.  In 
1989  Kimpton  raised  $8  million  in 
equity  from  limited  partners  and  bor- 
rowed another  $6  million  from  a 
bank.  He  then  paid  $3  million  for  the 
127-room  hotel,  and  sank  another 
$11      million      into      renovations. 

Opened  last  year  at  a  cost  of 
$125,000  a  room,  the  Vintage  Plaza 
features  two-story  suites  and  Ralph 
Lauren-style  decor  for  $110  a  night. 
This  year,  the  hotel  and  its  popular 
(and  moderately  priced)  restaurant, 
the  Pazzo  Ristorante,  should  earn 
$1.5  million  pretax  on  $8  million  in 
revenues. 

While  most  innkeepers  subsidize 
their  restaurants,  Kimpton  insists  that 
his  make  money  on  their  own.  To  do 
so,  he  brings  in  professional  restau- 
rant managers  to  create  restaurants 
that  will  draw  crowds  from  more  than 
just  the  hotel  clientele.  "If  you  put  a 
hotel  manager  in  charge  of  the  res- 
taurant," Kimpton  says,  "the  food 
will  go  to  hell."  In  Kimpton's  case, 
the  opposite  has  also  proved  true.  The 
Postrio  restaurant  in  Kimco's  Prescott 
Hotel  in  San  Francisco  (joindy  owned 
by  Kimco  and  Hollywood's  celebrity 
chef  Wolfgang  Puck)  is  wildly  suc- 
cessful— it  requires  up  to  four  weeks 
for  a  Saturday  night  reservation. 

What's  next.>  Kimpton  recently  be- 
gan renovating  a  hotel  in  West  Los 
Angeles  and  is  sniffing  around  five  or 
six  troubled  hotels  in  such  cities  as  San 
Diego  and  Vancouver.  The  faltering 
West  Coast  economy,  he  says,  is  pro 
viding  him  with  plenty  of  opportuni- 
ties. "When  I  played  Monopoly," 
laughs  Kimpton,  "I  always  kept  a  little 
extra  money  under  the  game  board 
for  times  like  this."  ^ 
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Your  future 
is  built  in. 


Nearly  seventy  percent  of  the  PCs  now 
in  use  are  useless  in  today's  rapidly  evolving 
software  and  networking  environments.  And 
nowhere  is  there  any  indication  that  the 
evolution  is  over 

So  somewhere,  someone  had  to  make 
growth  and  change  part  of  a  grand  design. 
Someone  had  to  make  the  future  a  part  of  your 
next  PC. 

That's  the  kind  of  thinking  that  won 
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Zseries  of  notebook  and  desktop  PCs  and 
network  servers. 

Call  1-800-472-3699  ext.  104  to  see 
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A  REPORTER  AT   LARGE 

Looking    for    a    Ship 

John   McPhee 

April  2,  I9?0   Poge  76 


I  wasn't  drunk. 
I  wasn't  impulsive.  I  damned  well 
wanted  a  tattoo.  My  brother  had  a 
tattoo.  Real  sailors  had  tattoos.  People 
tell  me  I'm  supposed  to  regret  it.  Un- 
less you're  convinced  you  want  it,  you 
shouldn't  do  it.  There  ain't  no  turning 
back. 
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Entrepreneurship  101:  How  46  pilots 
and  executives  from  failed  airlines 
are  trying  to  start  a  new  carrier. 


Can  this  Kim  fly: 


) 


By  Dana  Wechsler  Linden 

Working  on  cheap  folding  tables, 
four  executives  and  their  support  staff 
are  crammed  into  a  single  25-by-25- 
foot  room  in  a  drab  office  at  Newark 
Airport.  It's  so  noisy  that  the  chief 
executive  often  can't  hear  people  on 
the  other  end  of  the  phone.  In  an 
adjacent  room,  beneath  quiet  please 
signs,  two  people  sit  at  computer 
terminals  taking  reservations. 
Welcome  to  the  executive  offices. 


operations,  maintenance  and  reserva- 
tions center  of  Kiwi  International  Air- 
lines, due  to  start  scheduled  ser\ice  in 
early  September  with  t\vo  leased 
Boeing  727s.  Kiwi's  route  map:  New- 
ark to  Chicago,  Atianta  and  Orlando. 
Amid  vicious  airfare  wars  and  carri- 
er bankruptcies,  why  would  anyone 
want  to  start  an  airline  these  days.^ 
Replies  Kiwi's  chief  executive,  Robert 
Iverson,  48,  a  former  Eastern  pilot: 


Kiwi  International  Airlines  Clnief  Executive  Robert  Iverson 
If  a  pilot  gets  sick,  he'll  just  fly  the  plane  himself. 


"You  don't  get  a  chance  to  turn  the 
clock  back.  Frank  Lorenzo  tried. 
Here  we  get  a  chance  to  start  over." 
The  upstart  carrier's  founders  are 
46  pilots  and  airline  executives  who 
have  been  grounded  because  their 
former  employers  went  bust — thus 
the  carrier's  name,  Kiwi,  after  the 
bizarre -looking  New  Zealand  bird 
that  can't  fly. 

Iverson  is  typical  of  Kiwi's 
founders.  After  flying  B-52  bombers 
for  the  Air  Force,  he  joined  Eastern  at 
age  27  as  a  pilot  in  1971 .  A  littie  over 
a  year  later,  he  was  ftirloughed.  "It 
was  my  first  introduction  to  the  real 
world,"  he  says  grimly.  "I  realized  if 
there  was  ever  going  to  be  any  security 
in  my  life,  it  would  be  because  I  took 
economic  control." 

After  a  pilots'  strike  in  1989,  Iver- 
son lost  his  Eastern  job  for  the  second 
time.  The  next  year,  he  and  five  other 
frustrated  Eastern  pilots  and  airline 
executives  put  together  a 
I  plan  that  would  give  them 
I  some  control  over  their 
"  jobs.  They  decided  to  bid 
for  the  Pan  Am  Shuttie. 
With  backing  from  lever- 
aged buyout  firm  Kelso  & 
Co.  and  $2  million  from 
their  own  retirement  ac- 
counts, the  pilots  made  an 
unsuccessfijl  SI 00  million 
cash  bid.  Department  of 
Transportation  officials, 
impressed  by  their  collec- 
tive experience,  suggested 
they  form  their  own  airline. 
Soon,  40  other  pilots 
joined  their  effort  and  ev- 
eryone was  working  to 
form  a  new  airline,  all  oper- 
ating from  the  second, 
third  and  fourth  floors  of 
the  suburban  New  Jersey 
home  of  Codic  Bell,  broth- 
er of  one  of  the  pilots  and 
now  Kiwi's  chief  financial 
officer.  Each  pilot  invested 
$50,000  cash.  Russell 
Thayer,  president  of  Branitl" 
Airways  in  the  1970s  and 
early  1980s,  came  on  as  uii 
paid  adviser.  A  group  of 
flight  attendants  put  in 
$5,000  each.  All  told.  Kiwi 
has  raised  about  $4.5  mil 
lion  of  the  $7  million  in 
equity  it  needs. 
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Kiwi  hopes  to  woo  the  cost-con- 
scious small-business  traveler  by 
keeping  fares  low  and  simple — one 
fare  per  route,  no  restrictions,  no 
advance  purchase  requirements.  For 
example.  Kiwi's  $130  one-way  fare 
from  Newark  to  Chicago  is  equal  to 
the  lowest  restricted  fare  of  the  major 
carriers.  Kiwi  will  offer  a  full  meal 
service  and  a  single -class  service 
equivalent  in  comfort  to  business  class 
on  most  competitors.  The  170-pas- 
senger  727s  have  been  reconfigured 
to  seat  150  with  extra  legroom.  Iver- 
son  says  Kiwi  must  sell  just  under  50% 
of  its  seats  on  average  to  break  even. 

Advertising,  travel  agent  commis- 
sions and  unexpected  maintenance 
problems  or  fuel  cost  hikes  can  quick- 
ly eat  away  margins.  Still,  says  Iverson, 
Kiwi  hopes  to  hold  operating  costs 
per  revenue-passenger-mile  20%  be- 
low United's — but  still  18%  above 
superbly  managed  Southwest  Air- 
lines' (Forbes,  Sept.  16,  1991).  The 
tough  airline  environment  actually 
helps  Kiwi  here.  With  so  much  excess 
aircraft  around.  Kiwi  can  lease  its  re- 
furbished Lufthansa  727s  for  about 
$50,000  a  month,  less  than  half  the 
prevailing  prices  two  years  ago. 

But  Kiwi's  real  potential  for  operat- 
ing a  low-cost  airline  lies  in  the  ability 
of  its  owner/employees  to  slash  the 
idiotic  work  rules  that  hobble  their 
unionized  competitors.  Says  Iverson 
of  the  unionized  carriers:  "It's  not 
unusual  to  have  two  people  sitting 
around  all  day  whose  sole  purpose  is 
to  move  the  jetway.  Those  people 
cannot  load  bags.  The  people  who 
load  bags  cannot  change  a  tire."  And 
backup  crews  sit  around  in  case  some- 
body gets  sick.  At  Kiwi  International, 
if  a  pilot  gets  sick,  plenty  of  front- 
office  executives  (including  Iverson) 
are  able  and  willing  to  step  in  and  fly 
the  plane.     ' 

Even  if  ircan  meet  its  ambitious 
cost  goals  and  fill  its  planes,  it  may 
prove  tough  for  littie  Kiwi  to  avoid 
the  fate  of  other  upstarts  that  were 
ultimately  crushed  by  fare  wars  or 
overexpansion.  But  Iverson  and  his 
group  are  well  aware  of  the  risks. 
"Our  task  is  to  stay  away  from  their 
[the  major  airlines']  bottom  lines," 
says  Iverson.  "They'd  never  gamble  a 
tremendous  amount  of  money  to 
swat  a  fly  off  their  back."  Stay 
tuned.  ^m 
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ture      CHANGES    IN 

THE    AIR.    Almost 

PERPETUAL     motion! 


RevERSO's     PIVOTING 
CASE      SWIVELS      180 
DECREES    TO    TRANS- 
FORM     THIS      ELEGANT 
WATCH      INTO      AN 
ELEGANT       BRACELET. 


HWRIEWELERS.  318  S.  GALENA,  ASPEN,  CO  (303)  925-4610  •  DE  BOULLE,  5550  PRESTON  RD..  DALLAS,  TX  (214)  522-2400 
MORGAN  &,  CO.,  1 1 3 1  GLENDON,  LOS  ANGELES,  CA  (3 1 0)  208-3377  •  FACETS,  RADISSON  PLAZA  VII,  MINNEAPOLIS,  MN 
(612)  375-0554  •  ADLER'S.  722  CANAL  ST.,  NEW  ORLEANS,  LA  (504)  523-5292  ■  GOODMAN,  GALLERIA  MALL,  ST.  LOUIS, 
MO  (314)  727-6681  •  O.C.  TANNER,  20  E.  SOUTH  TEMPLE,  SALT  LAKE  CITY,  UT  (801 )  532-3222  •  SHAPUR,  245  POST  ST., 
SAN  ERANCISCO,  CA  (415)  392-1200  •  CARROLLS  FINE  JEWELRY,  1427  4TH.  AVE.,  SEATTLE,  WA  (206)  622-9191 


FOR  FURTHER  INFORMATION  AND  ACOLOR  CATALOG,  PLEASE  CONTACT  JAEGER-  LECOULTRE 
AT   I-600-JLC-T1ME   OR   P.O.    BOX    1606.   WINCHESTER.   VA   22604 


Mf!l;lll!IH'iilllililVi!IHIMI!l^- 


Whence  come  ideas  for  successful  new  businesses? 
Marion  McGovern  got  hers  at  a  baby  shower. 

Theiir  own  best 
customeirs 


By  Dyan  Machan 

Four  YEARS  AGO  Marion  McGovern,  a 
management  consultant  in  financial 
services  for  Booz,  Allen  &  Hamilton, 
attended  a  baby  shower  being  held  for 
a  friend  who  worked  in  advertising. 
The  pregnant  ad  woman  faced  a  prob- 
lem familiar  to  career  women  today. 
She  wanted  to  stay  at  home  with  the 
prospective  baby,  but  she  wanted  to 


teamed  up  with  another  working 
mother,  Paula  Reynolds,  to  start  M2 
Inc.,  a  San  Francisco  employment 
agency  that  specializes  in  providing 
short-term  contract  management. 
(The  name,  M2,  evolved  from  Moth- 
er Managers.) 

M2's  revenues  this  year  are  expect- 
ed to  climb  50%,  to  over  $1  million. 


M2  founders 
Marion  McGovern 
and  Paula  Reynolds 
Maternity  leaves 
are  their  specialty. 


keep  working.  McGovern  was 
amazed  at  the  empathetic  response 
from  the  roomfijl  of  career  women, 
most  of  whom  faced  the  same  frus- 
trating dilemma. 

That  gave  McGovern  an  idea.  Why 
not  start  a  company  providing  tempo- 
rary management  help  for  businesses. 
Businesswomen/mothers,  she  fig- 
ured, would  supply  a  substantial  tal- 
ent pool  to  draw  on.  Within  a  few 
months,  she  left   Booz,  Allen   and 


Out  of  this,  M2's  take  should  be 
about  $350,000.  McGovern,  34,  has 
fulfilled  her  own  dream  of  combining 
a  career  with  raising  children. 

McGovern  had  never  minded 
working  long  hours,  but  it  was  the 
unpredictability  of  consulting  work 
that  made  it  impossible  to  manage  her 
job  and  her  family  at  the  same  time. 
Likewise,  Reynolds,  a  former  at&t 
marketing  manager,  was  looking  for  a 
challenge  she  could  balance  with  rais- 


ing two  small  children. 

A  beauty  of  the  business  was  that  it 
didn't  require  a  lot  of  startup  capital. 
All  that  was  needed  was  office  space, 
phones  and  a  couple  of  computers. 
McGovern  and  Reynolds  opened 
their  doors  in  the  fall  of  1988  with  just 
$20,000  of  their  own  money. 

To  solicit  for  available  openings, 
they  worked  the  telephones,  calling 
the  200  or  so  contacts  they  had  be- 
tween them.  To  find  managers  for 
their  job  pool,  McGovern  and  Reyn- 
olds, graduates  of  Berkeley's  and 
Stanford's  M.B.A.  programs,  respec- 
tively, put  the  word  out  through  their 
business  school  networks.  Within 
weeks  they  had  their  first  assign- 
ment— a  four-month  project  for  a 
pricing  specialist  to  report  to  the 
chairman  of  Union  Bank. 

Over  the  last  couple  of  years  M2  has 
developed  a  unique  and  valuable  spe- 
cialt)^:  filling  jobs  for  maternity  leaves. 
Many  women  have  put  off  having 
children  to  pursue  their  careers — 
nearly  one-third  of  all  U.S.  children 
are  born  to  mothers  between  the  ages 
of  30  and  39.  And  now  that  they've 
climbed  the  ladder,  their  absences 
create  a  problem.  M2  finds  their  re- 
placements. 

The  scrN'icc  doesn't  come  cheap: 
M2  charges  30%  to  50%  of  the  negoti- 
ated salar\'.  But  for  its  executive  cli- 
ents it  provides  a  means  of  keeping  up 
their  skills  while  continuing  to  earn 
good,  if  reduced,  money.  For  the 
hiring  companies  it  provides  a  way  to 
give  some  flexibility  to  women  em- 
ployees without  causing  serious  dis- 
ruption in  the  business. 

Last  year  both  McGovern  and 
Reynolds  became  pregnant,  with  due 
dates  at  roughly  the  same  time.  "We 
didn't  panic,"  says  McGovern.  Their 
solution  involved  taking  advice  they 
often  give  clients:  "Don't  find  a  direct 
replacement.  Parcel  the  work  annind 
and  see  what's  left  over."  They  pro- 
moted a  supcr\'is()r  and  hired  a  re- 
placement at  a  more  junior  level.  That 
left  only  payroll  and  accounting  re 
sponsibilities,  for  which  they  hired  a 
part-time  chief  financial  officer  to 
come  in  ten  hours  a  week. 

How's  it  working?  McGoNcrn  and 
Reynolds  gave  birth  to  their  third 
children,  both  boys,  within  two  weeks 
of  each  other  in  July.  "We're  our  own 
best  customer,"  says  McGovern.  ^ 
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Looking  Down  The  Road  Toward 
Increased  Safer  You'll  Be  Seeing  A  Lot  Of  Us. 


Deico  Electronics  Steering  Wheel  Mounted  Accessory 

Controls  allow  you  to  keep  your  hands  on  the  wheel  while 

you  adjust  the  radio:  on/off,  station  seek  ond  volume. 

Some  versions  also  let  you  adjust  the 

heating  and  oir  conditioning. 


With  DeIco  Electronics  Head-Up  Dispioy 
Instrumentation,  your  speed,  turn  signals 

ond  warning  indicators  ore  projected 
"out"  in  front  of  you.  So  that  whatever 

the  driving  conditions,  you  con  keep 
your  eyes  safely  on  the  road. 


Used  with  safety  belts, 

air  bogs  ore  helping 

save  lives.  And  DeIco 

Electronics  mokes  the 

sophisticated  electronics 

desianed  to  check  out 

the  oir  Dog  system  every 

time  you  start  your  cnr 

and  constantly  monit  ■ 

various  system  functior 

OS  you  drive. 


Some  insurance 
companies  offer 
premium  discounts 
on  cars  equipped  with 
safety  features  like  anti- 
lock  brakes  ond  air  bogs. 
Check  with  your  insurer 
to  see  if  your  policy 
offers  such  discounts. 


Anti-lork  brakes  showed  the  world  how  much  of  a  contribu-  We  make  the  Electronic  Controllers  that  are  the  "brains"  behind 

tion  electronics  could  make  to  automotive  safety,  and  that  was  just  anti-lock  brakes.  And  we  play  a  leading  role  in  bringing  you  the  other 

the  beginning.  Looking  further  down  the  road,  we  see  advanced  features  shown.  With  all  these  options  and  more,  we're  doing  our  best 

safety-related  and  ease-of-driving  features  becoming  a  clear  priority  to  bring  you  driving  comfort  and  peace  of  mind, 
among  new-car  buyers.  DeIco  Electronics:  driving  the  world  in  automotive  technology. 


DelcpfilectroniGS^ 

WORLi,  LEADER  IN  AUTOMOTIVE  ELECTRONICS'' 

Subsidiary  of  GM  Hughes  Electronics 


©1992  DeIco  Electronics  Cotporation.  All  Rights  Reseived. 
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Hyundai:  Your  Globi 


Hyundai  has  grown  into  one  of  the  largest  and  most 
innovative  industrial  business  groups  in  the  world. 
We  design  and  manufacture  cars,  ships  and  machinej 
industrial  plants  and  petrochemicals,  robots,  comput^ 
and  telecommunications  systems. 
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business  Partner. 

lyundai  is  involved  in  over  30  different  business  areas. 

3  if  you  are  looking  for  a  strong  partner  who 

m  turn  your  business  venture  into  a  great  success, 

eet  with  us  at  Hyundai. 

)gether  we  can  build  the  future. 


HYUNDAI 

K.RO  Box  92  Seoul,  Korea  Tel,  (02)  7460873 
Tlx:  K23175/7     Fax;  (02)  741-2341 


Is  creation  of  a  vast  new  bureaucracy  and  a  maze  of 
regulation  the  best  way  to  protect  the  environment?  Here 
two  scholars  argue  that  a  much  simpler  and  less 
intrusive  remedy  is  available  in  a  return  to  common  law. 

Should  we 
abolish  the  EPA^ 


I 


BBS 

't&M 

■I^^^^^SH 

Uifl 

By  Peter  Brimelow  and  Leslie  Spencer 


Some  rr\ders 
\\'ere  scandalized 
bv  Forbes'  Julv 
6',  1992  cover 
ston-  on  the  En- 
\ironmental  Pro- 
tection Ageno'. 
We  cited  the 
epa's  own  esti- 
mates that  its 
regulations  are  costing  a  family  of  four 
some  51,800  a  year,  that  industn's 
compliance  costs  now  amount  to 
some  2%  of  GNP,  and  that  clean  air  and 
water  regulation  alone  depressed 
1990  GNT  almost  6%  belou-  where  it 
would  otherwise  have  been.  Compar- 
ing these  costs  to  benefits,  we  quoted 
former  epa  counsel  E.  Donald  Elliott: 
"You  just  can't  get  there  from  here." 
What  particularly  curdled  our  crit- 
ics w'as  a  suggested  alternative  we 
mentioned:  a  return  to  the  American 
tradition  of  propeny  rights  and  the 
common  law  of  tort. 

In  response  to  the  criticism  of  this 
proposal,  we  conference-called  two 
acknowledged  experts  on  the  subject, 
both  economists  and  professors  of 
legal  studies  at  South  Carolina's 
Clemson  Universit\'.  Bruce  Yandle, 
whose  most  recent  book  is  The  Politi- 
cal Limits  of  Environmental  Regula- 
tion: Trackin£r  the  Unicorn  (Quorum 
Books),  spoke  to  us  from  his  summer 
home  in  Georgia.  Roger  Meiners 
spoke  to  us  from  the  Political  Econo- 
my Research  Center  in  ecotopian 
Bozeman,  Mont.,  where  he  was  fin- 
ishing a  sabbatical  as  senior  visiting 
scholar. 
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Clemson  University's  Roger  Meiners 
Environmental  regulation  means  cartelization 
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If  the  answer  to  any 
of  these  questions  is 
'no',  perhaps  you 
should  consider  an 
investment  man- 
agement team  that 
would  allow  you  to 
answer  all  of  these 
questions  yes'-  Trust 
Company  of  the 
West  and  the  other 
members  of  the 
TCW  Group.  TCW 


Have  a  20  year  cumulative  record  with 
the  same  equity  account  that  has  sig- 
nificantly outperformed  the  S  &  P  500? 


Offer  5  different  equity  alternatives? 


Offer  7  different  fixed  income  alterna- 
tives, including  one  whose  performance 

would  rank  in  the  top  3%  of  the 
Russell  Universe  of  U.S.  fixed  income 

accounts  for  the  past  8  years 
and  in  the  top  1%  for  5  of  those  years? 


Offer  expertise  in  30  separate 
investment  areas? 


Have  an  investment  record  that 

has  enabled  it  to  grow  assets 

under  management  from  $8  million  to 

$30  billion  in  the  last  20  years? 


management 
company  in  the 
industry.  TCW  has 
the  expertise  to  allo- 
cate assets  among  a 
variety  of  investment 
disciplines.  For  in- 
formation on  Private 
Client  Services 
for  individuals, 
family  trusts,  foun- 
dations and  other 
eleemosynary 


emphasizes  risk  consciousness,  value  and 
quality.  It  is  considered  by  many  professionals 
to  be  the  most  diversified  investment 


institutions  with  assets  of  $5  million  or 
more,  please  contact  Richard  E.  Waldron, 
Managing  Director,  at  (213)  244-0500. 


Trust  Company  Of  The  West 


-iber  o(  the  TCW  Group  o(  Companl 


865  S.  Figueroa  St.,  Los  Angeles,  CA  90017  •  (213)  244-0000 
200  Park  Ave  ,  New  York,  NY  10166  •   (212)  297-4000 


*** 


Common  Law 


Forbes:  How  would  you  define  the 
common  law? 

Meiners:  Rights  protecting  individ- 
uals and  tlicir  property,  such  as  con- 
tract law,  tort  law  and  property  law, 
that  have  evolved  historically.  They 
differ  among  jurisdictions  because 
they  are  enforced  through  cases 
brought  at  the  local  level. 

Common  law  came  part  and  parcel 
from  the  U.K.  to  the  U.S.  British 
cases  are  recognized  here  today  as 
they  are  throughout  the  English- 
speaking  world. 

Tandle:  The  Constitution  of  the  State 
of  Georgia,  for  instance,  says  "we 
embody  all  of  English  Common  Law 
as  the  Common  Law  of  Georgia." 

Each  of  the  original  13  colonies  did 
the  same  thing.  Then  common  law 
took  on  a  life  of  its  own  based  on 
community  standards. 

Law  made  by  legislators  is  statute 
law.  Law  that  is  discovered  is  common 
law.  The  judge  discovers  the  rule  that 
ordinary  people  have  adopted. 
What  has  happened  to  the  common 
law  system? 

Meiners:  Steady  erosion.  You  can  find 
cases  of  erosion  back  to  the  very  early 


days  of  the  republic  when  Congress 
regulated  something  and  the  Su- 
preme Court  sanctioned  its  right  to 
do  so.  But  an  avalanche  of  statute  law 
has  been  building  over  the  past  hun- 
dred years. 
How  could  common  law  handle 


"People  who  criticize 
the  market  make  a  naive 
assumption  about  the 
motivations  of  the  politi- 
cal apparatus.  That  peo- 
ple in  the  government  are 
separate  from  the  rest  of 
us.  They  aren't." 


pollution? 

Meiners:  Individuals  have  natural  in- 
centives to  enforce  their  rights  and 
protect  their  property'  from  pollution. 
For  example,  a  1913  case  in  New 
York:  Whalen  v.  Union  Bag  &  Paper 
Company.  A  farmer  downstream 
from  a  paper  mill  sued  the  mill  for 
polluting  the  water.  The  court  noted 
that  the  esdmated  economic  damage 
to  the  downstream  farmer  was  $312  a 


year  and  that  the  mill  cost  $1  million 
to  build  and  employed  500  people. 
But  the  farmer  didn't  want  $312  a 
year,  he  wanted  clean  water.  The  costs 
and  the  benefits  here  don't  appear  to 
make  a  lot  of  sense.  But  under  com- 
mon law  the  farmer  had  the  right  to 
clean  water.  The  court  shut  down  the 
mill.  The  mill  owners  knew  the  law 
when  they  built  the  mill.  They  paid 
the  price. 

Cases  like  Georgia  v.  Tennessee 
Copper  (1907),  of  cities,  states  and 
private  parties  successfijlly  suing  each 
other  to  prevent  pollution,  go  back 
well  over  a  hundred  years. 

In  places  like  Wisconsin,  where  the 
paper  industry  was  big,  the  paper  mills 
would  buy  miles  of  rights  along  the 
rivers  so  they  could  pollute. 
One  scandalized  reader,  Meredith 
Bleifiiss  of  Grand  Rapids,  Minn., 
complained:  "To  revert  to  a  sim- 
plistic nuisance  law  mode  would  be 
reactionary  at  best  and  chaotic  at 
worst,  turning  neighbor  against 
neighbor  with  all  of  its  barbaric 
consequences." 

Meiners:  Yes,  it  does  create  direct 
confrontations.  When  citizens  oper- 
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ate  in  a  common  law  regime  it  is  up  to 
them,  individually  or  collectively,  to 
enforce  their  rights  rather  than  pre- 
sume that  it  will  be  done  by  a  benevo- 
lent state. 

Tandle:  But  people  who  criticize  the 
market  make  a  naive  assumption 
about  the  motivations  of  the  political 
apparatus.  That  people  in  govern- 
ment are  separate  from  the  rest  of  us. 
They  aren't.  They  are  another  set  of 
economic  agents  operating  under  a 
different  set  of  rules. 
What  about  the  point  that  a  return 
to  common  law  to  protect  the  envi- 
ronment would  be  chaotic? 
Meiners:  It's  chaotic  in  the  sense  that 
the  market  is  chaotic.  We  have  200 
million  consumers  making  decisions 
about  where  they  are  going  to  live, 
and  what  brand  of  automobile  or 
toothpaste  they're  going  to  buy.  No- 
body directs  their  actions.  It  seems  to 
work  better  than  if  the  government 
tells  them  where  to  live  and  what  to 
buy.  And  that's  the  fundamental  dif- 
ference between  the  common  law  and 
the  regulatory  regime. 
Would  it  be  expensive? 
Meiners:  Transaction  costs  in  markets 


are  not  nearly  as  high  as  they  appear  at 
first.  And  they  are  swamped  by  the 
efficiencies  that  come  from  the  mar- 
ket process. 

Tandle:  It's  not  as  though  every  issue 
gets  setded  by  suing.  If  people  know 
what  the  rules  and  precedents  are,  the 


"Many  of  the  environ- 
mentalists are  well  inten- 
tioned.  But  they  are  ex- 
ploiting the  political  pro- 
cess to  shift  resources  in 
their  direction  and 
achieve  a  result  that 
they  like." 


occasions  for  suing  should  be  very 

small. 

What  if  individuals  don't  have  the 

resources  to  sue? 

Meiners:  If  it  hadn't  been  preempted 
by  statute,  the  common  law  would 
have  continued  to  evolve.  We  get 
some  idea  of  how  when  we  look  at  the 
development  of  strict  liability  for 
products.  A  plaintiif  must  prove 
harm,  but  not  that  the  manufacturer 


is  negligent.  That's  easier  for  plain- 
tiffs. And  class  action  suits  have  a  long 
common  law  tradition  but  were  not 
used  vcr}'  much  until  recently. 
But  who  would  nail  some  utility  for 
causing  haze  in  the  Grand  Canyon? 
Tandle:  Under  the  common  law, 
there  was  public  nuisance  and  private 
nuisance.  Where  there  was  no  person 
who  was  harmed  distinctively,  then  it 
was  up  to  a  public  prosecutor — the 
King  in  England. 

Edward  I,  back  in  1307,  banned 
the  burning  of  "sea-coal,"  which  was 
apparendy  high-sulfiir,  to  abate  the 
"intolerable  stench  ...  in  the  neigh- 
borhood." It's  in  the  King's  Patent 
Rolls,  their  version  of  the  Federal 
Register.  At  one  time  the  penalty  was 
beheading. 

In  that  case,  how  did  the  Industrial 
Revolution  ever  happen?  It 
churned  out  an  enormous  amount 
of  pollution.  Where  was  the  public 
executioner  then? 
Tandle:  Willingness  to  pay  for  envi- 
ronmental quality  is  dependent  on 
income.  The  National  Bureau  of  Eco- 
nomic Research  has  put  out  a  study  by 
Grossman  and  Krueger  of  42  coun- 


When  sailing  through  Beverly 
Hills,  stay  at  the  flagship  of  luxury. 
The  Regent  Beverly  Wilshire,  a  harbor 
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Common  Law 


tries.  It  found  that  as  an  undeveloped 
economy  industrializes,  it  gets  dirtier 
until  you  reach  $5,000  average  per 
capita  income.  Over  $5,000  average 
per  capita  income,  things  get  cleaner. 
At  the  start  of  the  Industrial  Revolu- 
tion income  levels  were  minuscule 
relative  to  today.  At  that  level,  dirt)' 
rivers  don't  bother  you  so  much. 

Sir  William  Blackstone,  in  his  Com- 
mentaries on  the  Laws  of  England 
( 1 765 ),  cites  cases  where  judges  ruled 
against  smelters  and  tanneries.  But  it 
could  well  be  that  enough  people 
were  benefiting  from  the  Industrial 
Revolution  that  these  suits  weren't  a 
problem.  The  outcome  of  the  com- 
mon law  process  is  reflective  of  the 
norms  of  the  community.  People  are 
able  to  make  tradeoffs. 
To  go  back  to  the  Grand  Canyon:  It 
isn't  clear  that  any  individual  has  a 
real  economic  interest  in  maintain- 
ing the  view.  Currently,  the  politi- 
cal system  can  just  decree  that  it  be 
maintained.  But  what  would  hap- 
pen in  a  common  law  regime? 
Meiners:  Let's  presume  Mount  Rain- 
ier was  owned  by  private  propert)' 
owners.  Seattle  residents  don't  want 
to  see  hotels  built  up  at  1 1,000  feet. 
There  would  have  to  be  some  sort  of 
collective  action  through  the  Nature 
Conser\'ancy  or  some  other  organiza- 
tion where  people  chip  in  to  pay  an 
easement  fee  to  the  owners  of  Mount 
Rainier  that  restricts  building  above  a 
certain  elevation  to  protect  the  view. 

We  have  become  conditioned  to 
believe  that  these  things  should  be 
provided  to  us  for  "free."  Perhaps  it  is 
worth  a  $100  contribution  to  the 
Mount  Rainier  View  Fund. 

We'd  see  a  lot  more  different  con- 
tractual arrangements  at  the  commu- 
nity' level.  Outside  Bozeman,  Mont, 
there's  a  development  where  when 
you  buy  20  acres,  you  deed  back  17. 
It's  kept  in  natural  condition.  When 
you  look  at  the  development  from  the 
town,  you  can't  even  see  any  houses. 
The  scenic  areas  are  kept  open.  The 
people  who  live  there  like  it.  It's  very 
expensive  real  estate. 

So  if  Mount  Rainier  were  owned  by 
private  parties  instead  of  the  govern- 
ment, that  doesn't  mean  it  would 
have  condos  up  to  the  top  of  it. 
Tandle:  When  smog  first  showed  up 
over  Los  Angeles,  no  one  knew  what 
it  was.   It  was  as  if  Zeus  had  spit 


tobacco  juice  on  top  of  the  cit\'.  Peo- 
ple were  scurr\'ing  about  in  a  panic. 
What  ultimately  brought  action  was 
the  bondholders.  They  threatened  to 
call  the  bonds  if  the  city  didn't  clean 
up  the  mess.  The  market  sent  a  mes- 
sage, and  the  cit\'  got  serious  about 
cleaning  up  smog.  .         *" 

Meiners:  In  the  Grand  Canyon,  we 
have  to  ask,  who  are  the  damaged 
parties?  If  we  can't  answer,  we  ha\'e  to 
question  whether  there  is  a  problem. 
The  rules  of  common  law  do  a 
good  job  of  linking  benefits  to  costs 
for  the  individual  decision  maker.  The 


Sir  William  Blackstone 

Common  law  allowed  trade-offs. 


cost  of  bringing  an  action  is  brought 
home.  He  is  going  to  have  to  demon- 
strate harm. 

What  about  an  abandoned  hazard- 
ous waste  dump  that  is  hurting  no 
one  but  is  killing  fish  in  the  pond 
next  to  it? 

Tandle:  Interested  people  such  as  the 
Nature  Consenancy  might  buy  the 
site  and  clean  it  up.  One  third  of  the 
countr\''s  land  is  owned  by  the  gov- 
ernment. Maybe  the  government 
ought  to  sell  some  of  its  vast  land 
holdings  and  use  the  proceeds  to  buy 
environmentally  sensitive  areas. 
Meiners:  Some  environmentalists  be- 
lieve that  the  environment  itself  has 
rights.  In  the  common  law,  it  doesn't. 
Only  humans  do. 


I  think  many  of  the  environmental- 
ists are  well  intentioned.  But  they  are 
exploiting  the  political  process  to  shift 
resources  in  their  direction  and 
achieve  a  result  that  they  like. 

In  the  case  of  an  abandoned  waste 
site  where  there  is  no  responsible 
part)',  state  government  action  might 
be  appropriate.  But  dump  sites  in 
South  Carolina  are  of  no  concern  to 
the  residents  of  California.  There's  no 
reason  we  should  run  these  dollars 
through  the  bureaucracy  in  Washing- 
ton and  allow  them  to  decide  where 
the  money  goes. 

Tandle:  None  of  us  likes  the  binding 
constraints  of  reality.  All  of  us  would 
like  to  have  them  relieved  at  someone 
else's  expense.  Common  law  wasn't 
ver\'  good  at  that.  And  maybe  that's 
one  of  the  reasons  we  walked  away 
from  it. 

Here's  scandalized  reader  Scott 
Stanton  from  Seattle,  Wash.:  "Rav- 
enous tort  attorneys  would  have  a 
field  day  filing  outrageous  and  bo- 
gus suits  for  birth  defects  and  can- 
cer cases  against  innocent  compa- 
nies resulting  in  skyrocketing  in- 
surance costs  and  inflated 
consumer  prices." 
Meiners:  There's  a  natural  resistance 
to  common  law  solutions  because  of 
the  horror  stories  we've  seen  in  the 
product  liability  area.  If  the  judicial 
system  has  collapsed  intellectually, 
then  we'll  just  have  to  throw  in  the 
towel.  But  we've  seen  the  courts  go 
off  on  tangents  before  and  return. 

A  proper  role  for  legislators  is  to 
establish  the  rules  of  the  judicial 
game.  For  example,  legislatures  could 
make  clear  the  courts'  abilit}'  to  use 
expert  juries  for  technical  cases. 

In  fact,  nothing  in  the  histor)'  of 
common  law  says  you  ha\'e  to  have  a 
jury  of  ignorant  people  decide  very 
technical  matters.  We  could  have  a 
jury  of  aeronautical  engineers  decide 
who  was  at  fault  in  an  air  crash.  The 
same  goes  for  environmental  matters. 

Historically,  the  courts  appointed 
special  masters  who  advised  the  court 
on  the  technical  issues.  In  the  Su 
preme  Court  case  New  York  v.  New 
Jersey  (1921),  New  York  was  trying 
to  stop  New  Jersey  from  putting  in  a 
new  sewage  line  that  dumped  into  the 
Passaic  and  Hudson  Rivers.  The  court 
knew  it  had  biased  technical  testimo 
nv  on  both  sides.  So  it  appointed  a 
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ince  its  debut  in  1990,  ^liJj^JjUi^has  become  the^ 
l9$t  successful  illustrateaweekly  in  Germany's 
lowest  states.  Every  week  vlij  J I'iUl^i reaches  over 
^  million  readers,  almost  20%  of  the  entire 

Item  population.  We're  proud  to  have  played  a 
i  in  introducing  our  readers  to  a  whole  new 
|vld,  and  invite  you  to  advertise  in  SUPER  ILLII 
Id  participate  in  our  success.  The  future  you>| 
liesting  in  won't  be  only  your  own.  ■ 

Ms.  Ulrike  Leipnitz, 
ertising  Manager,  Burda  GmbH,Arabellastrasse 
},  8000  Munchen  81,  tel.:  011-49-89-925032 15 
k  011-49-89-92502656. 
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Some  people  see  a  monster.  We  see  improper  metering, 
poor  lens  selection,  and  a  total  lack  of  composition. 


'^  \\ikdn  School 


Spend  a  day  with  us  and  you'll  never  see  a  photo  the  same  way  again. 

In  8  hours,  you'll  learn  everything  from  composition  to  the  latest  multiple 

exposure  techniques.  We'll  even  throw  in  lunch  —  all  for  75  dollars. 

Call  (516)  547-8666  for  more  information  and  to  find  out  when  we'll  be  in  the 

following  places:  Atlanta,  Boston,  Chicago,  Cleveland,  Dallas,  Denver, 

Detroit,  Houston,  Los  Angeles,  Meriden,  CT,  Miami,  Minneapolis, 

New  York,  Orlando,  Philadelphia,  Phoenix,  Pittsburgh,  Portland,  Sacramento, 

San  Diego,  San  Francisco,  Seattle,  Washington  D.C. 
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"master  in  chanceiy"  to  make  an 
independent  report. 

Yes,  courts  do  make  mistakes.  We 
get  some  lunatic  decisions.  But  I 
would  much  rather  take  the  costs  of 
individual  bad  decisions  coming  out 
of  individual  courts  than  the  cost  of 
,.  having  one  federal  agency  decide  how 
we  are  all  going  to  live.  If  they  make  a 
mistake,  the  costs  are  astronomical. 
Tandle:  For  example,  I've  been  look- 
ing at  the  23  Superfimd  sites  in  South 
Carolina.  They  will  not  cost  the  na- 
tional average  to  clean  up — $25  mil- 
lion per  site.  But  in  one  case  we're 
talking  about  a  2 -acre  parcel  of  land 


"Courts  do  make  mis- 
takes. But  I  would  much 
rather  take  the  costs  of 
individual  bad  decisions 
coming  out  of  individ- 
ual courts  than  the  cost  of 
one  federal  agency  de- 
ciding how  we  all  live." 


and  $7  million  to  make  the  runoff" 
meet  the  drinking  water  standard. 

And  these  communities  have  poor 
schools.  They  don't  have  enough 
drinking  water  supply.  They  have 
more  important  problems  than  that 
2-acre  parcel  of  land. 

If  those  communities  got  that  $7 
million  to  improve  the  environment 
according  to  their  own  priorities,  they 
would  not  spend  it  that  way. 
Assuming  there  was  no  immediate 
threat  to  life. 

Tandle:  There's  none,  according  to 
the  EPA.  The  kpa  contractor  made  the 
assumption  that  100,000  deer  hunt 
ers  would  kill  deer  that  grazed  on  this 
2  acre  plot  and  eat  the  venison  twice  a 
day  for  70  years.  Then  one  of  the 
hunters  would  die  of  cancer  who  pre 
viously  would  not  have. 

But  there  are  other  ways  to  handle 
this  site.  You  could  build  concrete 
walls  around  it  40  feet  tall.  You  could 
encumber  the  land  with  restrictions 
so  that  it  could  never  be  sold  or 
transferred  for  residential  u.se. 
Doesn't  the  property  rights  ap- 
proach to  the  environment  effec- 
tively endorse  current  income  dis- 
tribution and  just  put  power  in  the 
hands  of  the  rich? 
Tandle:  I'm  strictly  in  favor  of  pco 
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ixmerican  democracy  has  survived  longer  than  any 
other  form  of  government  because  American  capitalism 
has  provided  more  opportunities  to  ordinary  people 
than  any  other  economic  system. 

"However,  since  the  end  of  the  World  War  II, 

we  have  drifted  further  and  further  from  this  principle. 

If  this  trend  continues,  our  nation's  economy  will  not 

grow  and  its  people  will  not  prosper.  America  must  have  economic  policies 

that  draw  upon  the  best  in  each  individual.  By  denying 

opportunity,  the  fair  chance  to  get  ahead,  we  deny  people's  talent, 

and  by  so  doing,  we  deny  their  human  worth. 


Theodore  J.  Forstmann 
Harvard  Business  School 
March  16, 1992 


♦ 


Forstmann  Little  &  Co. 


Common  law 


Clemson  University's  Bruce  Yandle 
Have  the  EPA  setl  its  services. 


pie's  having  more  property  and  not 
less,  so  that's  why  I  like  a  system  that 
allows  us  to  generate  income  so  that 
we  can  acquire  property,  as  opposed 
to  a  system  which  slows  down  income 
growth,  which  means  we'll  all  have 
less  of  it. 

The  market  can  only  respond  to 
signals  that  result  from  spending.  But 
a  lot  of  poor  people  in  this  country 
have  property  rights.  They  own  land. 
I  live  in  a  region  of  the  country  where 
that  is  very  true.  And  people  have  a 
right  to  their  personal  health.  And 
they  can  bring  action  based  on  that 
right  under  common  law. 

And  we  should  look  at  the  income 
distribution  effects  of  competing  ap- 
proaches. Regulation  distributes  in- 
come away  from  poorer  people.  The 
pollution  control  incremental  cost  on 
an  automobile  is  relatively  heavier  for 
the  poor  than  for  the  rich. 
Meiners:  The  government  is  more 
likely  to  place  a  landfill  next  to  poor 
people.  But  it  doesn't  compensate 
them.    It's    unfortunate    that    there 


hasn't  been  competitive  bidding  by 
poor  rural  communities.  They'd 
probably  receive  large  windfalls  to 
take  New  York  City's  garbage.  The 
environmentalists  may  not  be  doing 
them  any  favors  by  preventing  a  gar- 
bage dump  from  being  built  near 
their  town. 

You  seem  to  have  a  two -stage  vi- 
sion. You  would  like  to  turn  envi- 
ronmental policy  back  to  the  state 
governments.  But  you'd  ultimately 
like  to  take  it  out  of  the  government 
domain  altogether. 
Meiners:  Right.  But  the  states  don't 
have  to  exert  direct,  regulatory  con- 
trol. They  could  just  leave  it  to  the 
common  law. 

Tandle:  Roger  and  I  look  at  compet- 
ing modes  of  organization.  Common 
law  is  one  of  those  modes.  Statute  law, 
legislation,  regulation,  is  another. 
We're  saying  that  there's  an  awful  lot 
that  needs  to  be  reexamined  in  this 
common  law  tradition.  Let's  compare 
its  record.  And  let's  compare  its  ability 
to  protect  the  rights  of  ordinary  peo- 


ple with  its  competitors,  statute  law 
and  regulation. 

There  may  be  some  things  which 
are  clearly  national  in  scope.  That 
doesn't  mean  we  should  throw  away 
those  things  that  are  community  in 
scope  and  turn  everything  over  to  a 
national  legislature  or  to  a  federal 
regulatory  agency. 

Meiners:  Some  economists  say  that 
the  solution  is  to  privatize  everything. 
But  water  rights  in  this  country  did 
not  usually  mean  pure  ownership. 

Ever}'one  who  lived  near  a  given 
water  source  had  a  common  access 
right.  It  was  a  fair  share  arrangement. 
If  you  used  the  water,  you  didn't  dirty 
it.  Direct  ownership  was  not  required 
for  the  quality  of  the  water  to  be 
protected. 

So  I'm  not  concerned  about  find- 
ing ways  to  privatize  water.  These 
kinds  of  resources  can  be  a  commons. 
Other  resources  are  so  scarce  that 
perhaps  it  is  more  efficient  to  go  to 
direct  private  ownership.  But  the 
common  law  idea  does  not  necessarily 
require  pure  private  ownership. 
So  you're  not  happy  with  the  cur- 
rent environmental  debate. 
Meiners:  The  day-to-day  debate  con- 
sists of  niggling  over  costs.  The  so- 
called  pro-development  t>'pes  are  pit- 
ted against  the  environmentalists  who 
want  more  regulation.  Dan  Quayle's 
Council  on  Competitiveness  has  been 
fiddling  with  levels  of  regulation. 
That's  a  pretty  transitory  thing  com- 
pared with  the  more  fundamental  is- 
sue Al  Gore  addresses  in  his  book 
Earth  in  the  Balance.  He  takes  a  very 
radical  line  in  that  book.  He  says  that 
existing  regulations  are  completely 
inadequate.  We  are  going  to  die  in  our 
own  filth  if  wc  don't  have  fimdamcn- 
tal  restructuring.  He  recommends 
centralized  planning. 
Tandle:  It  seems  there  arc  two  kinds 
of  environmentalists  out  there.  Those 
who  are  genuinely  committed  to 
wildlife  and  ecology,  and  those  who 
seem  to  be  anticorporations  and  anti 
market. 

At  some  point  exposure  to  light  is 
going  to  separate  those  two  groups. 
Those  who  are  truly  concerned  about 
the  environment  will  realize  that  what 
we  have  been  doing  doesn't  work  too 
well.  They  might  be  interested  in 
having  a  conversation  about  common 
law  alternatives.  The  others  will  not. 
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How  ThE  Bamc  Of  BosT»j 

ItJRNED  ANACCMP  RCHE  INTO 

A$50Q000  Sa/INGS. 
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Managing  costs  in  a  tough 
economy  is  a  way  of  business  at 
Bank  of  Boston,  a  $32  billion  retail 
bank  with  offices  worldwide. 

Inundated  by  an  expensive  tidal 
wave  of  paper,  the  bank  invited  us 
to  tackle  the  problem. 

They  challenged  us  to  develop 
an  information  storage  and  retrieval 


Just  What  Is  Fiche? 

Each  Anacotnp  fiche  is  a  4"x  6" 
sheet  of  microfilm  that  holds  up 
to  700  pages  of  inform.ation.  In 
most  cases,  fiche  can  be  retrieved 
and  used  more  quickly  than 
competing  media  such  as  mag- 
netic tape  and  optical  disc.  Most 
important,  savings  in  the  cost  of 
paper,  storage  space,  mailing 
costs,  and  manpower  make  fiche 
far  and  away  the  most  cost- 
effective  way  to  store  and, 
retrieve 
data. 


system  that  would  meet  the 
following  criteria: 
»^  Demonstrate  significant  and 
measurable  savings. 
1^  Be  the  most  cost-effective 
solution  and  work  in  conjunction 
with  emerging  technologies. 
>^  Improve  customer  service 
and  enhance  graphic  replication 
of  reports  and  statements. 
>^  Satisfy  "total"  bank  needs, 
not  merely  selected  applications 
and  locations. 
>S^  Gain  the  enthusiastic 
endorsement  of  all  user  groups 
within  the  bank. 
4^  Stop  the  flood  of  paper! 
Our  winning  recommendation, 
encompassing  Anacomp's  unique 
micrographic  hardware,  software 


and  service  solutions,  met  and 
exceeded  all  of  the  criteria.  The 
Bank  of  Boston  saw  improvement 
in  information  distribution,  storage 
and  retrieval  and  achieved  a  cost 
savings  in  manpower,  space  and 
paper  that  exceeded  $500,000  in 
the  first  year. 

Michael  Simmons,  EVP  with 
the  Bank  of  Boston,  suggested 
'Anacomp  should  bottle  its  solution 
and  make  it  widely  available."  That's 
why  we  decided  to  run  this  ad;  we 
listen  to  our  customers. 

Let  us  'Anacomp  your  company." 
To  find  out  how,  contact  R  Lang 
Lowrey  SVi;  Anacomp,  Inc.,  3060 
Peachtree  Road,  N.W,  Atlanta,  GA 
30305,  or  call  (404)262-2667. 
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Stronger. 


Call  NordicTrack  today  to  find 
out  how  our  new  strength  trainer  is 
five  ways  better  than  Soloflex". 

NordicFlex    offers 
revolutionary  isokinetic  resistance 
to  help  you  build  a  better 
body...  a  stronger  body.  Take 
advantage  of  the  superior  linear 
motion,  performance  electronics 
and  workout  convenience 
of  NordicFlex. 

Best  of  all  it  costs  1/3 
less  than  Soloflex". 


30  day  in-home  trial! 

NORDICFLEX! 
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To  Older  1-800-445-2360 

or  for  more  information,  call  Ext.  4K1I2 


NordicTrack,  Dept.  4K1I2, 
141  Jonathan  Blvd.  N.,  Chaska,  MN  55318 

l',')2  \ni\lKTr.Kk.  Inc..  A CMI. Company    .Ml  n;JiK  rcsfucd 
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Common  law 

because  the  common  law  alternative 
is  ver\^  compatible  with  markets  and 
capitalism. 

Why  did  we  walk  away  from  com- 
mon law? 

Tandle:  It  was  a  gradual  process.  Leg- 
islation got  passed  imposing  statutory 
regulations  area  by  area.  The  drift  wa§ 
first  from  the  individual  level  to  the 
local  level.  You  got  ordinances  in  the 
industrialized  cities  of  the  East  and 
Northeast  at  the  turn  of  the  century. 
Pittsburgh  adopted  a  smoke  ordi- 
nance. So  industry'  moved  out  to  Alle- 
gheny County.  Then  Allegheny 
County  adopted  rules,  and  the  plants 
moved  outside  the  count)'. 
Why  the  drift  finally  to  coun- 
trywide regulation  by  the  federal 
government? 

Tandle:  Industrialists  like  standards 
that  happen  to  meet  the  way  they  run 
their  plants.  That  means  they  can 
impose  their  costs  on  their  competi- 
tors. They  can  restrict  new  competi- 
tion. You  cannot  cartelize  an  industry 
nationally  with  local  and  state  laws. 
But  you  can  with  federal  statutes. 

The  meatpacking  legislation  passed 
in  1891,  the  first  piece  of  national 
safety  and  health  legislation,  was  sup- 
ported by  major  meatpackers  in  Chi- 
cago. They  were  faced  with  many 
different  state  rules,  and  they  were 
able  to  have  adopted  into  federal  law 
rules  that  happened  to  be  easy  for 
them  to  meet.  It  made  it  difficult  for 
importers  of  beef  products  and  mom- 
and-pop  shops. 

Both  bootleggers  and  Baptists  fa- 
vor statutes  that  shut  down  liquor 
stores  on  Sunday.  The  Baptists  be- 
cause of  their  religious  preferences. 
The  bootleggers  because  it  expands 
their  market. 

You  never  see  bootleggers  march- 
ing to  state  Capitols  with  placards 
saying  "Close  down  the  liquor  stores 
on  Sunday."  That  is  done  for  them  by 
Baptists. 

It  gives  a  nice  moral  ring  to  an  effort 
to  eliminate  competition. 

People  worry  about  acid  rain.  But 
what  did  the  acid  rain  legislation  do? 
It  required  that  scrubbers  be  placed 
on  ever)'  newly  built  electrical  utility 
plant  whether  or  not  it  burns  dirty 
coal.  Why?  Well,  the  chairman  of  the 
HPA  oversight  committee  was  the  se- 
nior senator  from  West  Virginia, 
where  they  produce  dirty  coal. 


Meiners:  In  many  cases,  environmen- 
tal statutes  knocked  out  common  law 
remedies  because  those  writing  the    ' 
statute  didn't  want  those  liabilities  to 
exist  alongside  the  regulations. 
Assuming  market  approaches  are 
more  efficient  and  effective,  how  do 
we  get  from  here  to  there? 
Meiners:  How  do  you  get  legislators 
to  walk  away  from  power?  Perhaps  a 
Supreme    Court    decision    defining 
which  matters  will  be  denied  to  legis- 
lators and  left  to  the  courts. 
Tandle:  What  about  a  constitutional 
requirement  that  legislatures  review- 
existing  common  law  solutions? 


"Regulation  distrib- 
utes income  away  from 
poorer  people.  The  pol- 
lution-control incremen- 
tal cost  on  an  automo- 
bile is  relatively  heavier 
for  the  poor  than  it  is 
for  the  rich." 


For  example,  Superfund  is  coming 
up  for  reauthorization  in  1993.  No 
one,  including  EPA,  is  saying  it  de- 
ser\'es  to  continue  in  its  present  form. 
There's  a  consensus  that  Superfund  is 
broken,  let's  fix  it. 

One  way  is  to  turn  it  over  to  the 
states.  Congress  could  provide  a  pork 
barrel  of  $4  billion  annually  to  the 
states,  and  tell  them  to  use  their 
imagination.  Let  them  rely  on  com- 
mon law  rules  if  they  want.  By  devolv- 
ing things  to  states  and  local  commu- 
nities, the  common  law  tradition 
might  turn  green  at  the  edges. 
Should  the  epa  be  abolished? 
Meiners:  I  would  be  in  favor  of  abol- 
ishing that  agency  along  with  most 
other  federal  regulatory  agencies.. I 
don't  sec  it  as  very  different  from 
airline  regulation,  trucking  regulation 
or  securities  regulation.  Most  econo- 
mists have  come  to  understand  that 
these  become  an  effort  by  industry- 
groups  to  cartelize  the  status  quo. 
Tandle:  I  would  offer  a  qualifier.  Put 
HPA  on  the  market,  selling  its  ser- 
vices— the  expertise  of  its  staff  in  re 
search,  cleaning  up  waste  and  moni 
toring  problems.  Allow  communities, 
states,  firms  or  individuals  to  buy  that 
service.  Right  now,  they  are  a  capti\c 
market.  ■ 
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■M  lONG  mm  OIL  ONLY 
NORTH  (AROUNA  COULD  ANSWER 


When  MCI  put  out  the  call  for  locations 
for  its  new  $20  million  National  Network 
Management  Headquarters,  it  called  for  a  lot. 
Quality  of  life.  Skilled  workers.  Local  training 
programs  and  facilities.  A  strategic  location  on 
the  East  Coast.  And  a  proven  track  record  of 
flexibility  with  high-tech  businesses  that  would 
help  MCI  successfully  answer  the  call  of  the 
future  in  one  of  the  worlds  hottest  growth 
industries. 

It  was  a  tough  call  to  make.  But  in  the  end, 
only  North  Carolina  had  the  answers.  Like  the 
nations  lowest  construction  costs.  The  South- 
east's largest  manufacturing  laboi  pool.  And  the 

North  Carolina  Department  of  Economic  and  Community  Development,  Business/ Industry  Development  Division,  430  North  Salisbury  Street,  Raleigh,  North  Carolina  2  7611. 
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#1  U.S.  Metropolitan  area  for  R&D  facilities. 
Not  to  mention  some  of  the  best  beaches, 
mountains  and  golf  in  the  country. 

If  you're  looking  for  the  right  place  to 
connect  your  business  to  the  future,  we've  got  a 
direct  line  in  North  Carolina.  Call  Richard  J. 
Roberson,  Director  of  Client  Services,  State 
of  North  Carolina  at  (919)  733-4977,  Fax 
(919)  733-9265. 


JJ  NORTH  CAROLIKA 

TheBetter  Business  Climate  ^ 


Long  scorned  by  Wall  Street,  investment  letters  have 
produced  advice  that  is,  on  average,  at  least  as  good  as  that 
of  the  establishment.  Mark  Hulbertand  his  computers 
have  established  this  beyond  reasonable  doubt. 

The  anomalists 


By  Peter  Brimelow 

Shorts  AND  T  shirts  are  the  summer 
dress  code  at  the  Hulbert  Financial 
Digest's  offices  in  the  quaint  Old 
Town  district  of  Alexandria,  Va.  But 
as  Mark  Hulbert's  seven-person  staff 
straggle  out  of  the  hazy  morning  sun 
into  the  Victorian  town  house  where 
he  lives  and  works,  the  hfd  editor  and 


Forbes  columnist  has  been  tapping 
away  at  his  computer  keyboard  for 
hours.  And  the  cheerful  greetings  that 
he  calls  out  from  his  screen  come  with 
a  burst  of  instructions  for  the  day. 

Any  casual  appearance  is  stricdy 
superficial  at  the  hfd.  Its  monthly 
monitoring  of  investment  letter  per- 


Hulbert  Financial  Digest's  Mark  Hulbert 
Questing  Quaker. 


formance — currendy  Hulbert  follows 
about  130  letters  that  recommend 
more  than  375  separate  portfolios — 
requires  relentless  discipline,  exhaus- 
tive attention  to  detail  and  cavernous 
computer  capacity.  Plus,  Mark  Hul- 
bert is  the  compleat  small  business- 
man, handling  everything  ft-om  ad- 
vertising to  subscriber  zip  codes  with 
no  visible  strain  apart  from  a  periodic 
gentie  moaning  about  not  getting 
more  done. 

The  reward  for  all  this  effort:  Hul- 
bert has  just  completed  his  twelflii 
year  in  business.  Subscriptions  ($135 
annually)  are  close  to  a  record  at 
14,000.  His  monitoring  has  now 
shown  conclusively  that  the  much- 
maligned  investment  letter  industry 
actually  delivers  advice  that  on  aver- 
age is  as  good  as  that  delivered  by  Wall 
Street  (see  table,  pp.  448-49).  And, 
because  investment  letters  are  ex- 
traordinarily varied  and  flexible  in 
their  techniques,  Hulbert's  compre- 
hensive study  of  their  results  is  en- 
abling him  to  form  an  answer  to  the 
great  riddle  of  financial  markets:  Can 
they  be  beaten — and  how." 

"About  a  fifth  of  the  investment 
letter  universe  appears  to  beat  the 
market  over  the  long  term,"  says  Hul- 
bert, pointing  out  that  less  than  20% 
of  all  mutual  fijnds  outperform  the 
market.  Says  he:  "Over  the  last  ten 
years  Forbks'  mutual  fijnd  database 
shows  that  the  Vanguard  Index  500 
outperformed  81%  of  all  equity  mutu- 
al funds." 

When  Hulbert  began  monitoring 
investment  letters,  checking  prices  in 
the  Securities  &  Exchange  Commis- 
sion's library  and  blistering  his  fingers 
working  out  portfolio  performance 
on  a  desk  calculator,  academic  think- 
ing about  financial  markets  was  domi- 
nated by  the  "Efficient  Market  Hy- 
pothesis." This  held  that  information 
was  so  quickly  refiectcd  in  prices  that 
no  research  could  possibly  find  any- 
thing in  time  to  buy  or  sell  before  the 
stock  reacted.  An  index  fund,  reflect 
ing  the  market  as  a  whole,  was  essen- 
tially unbeatable. 

"But  academia  has  come  a  long  way 
in  the  last  few  years,"  Hulbert  notes 
benevolently.  A  younger  generation 
of  academics  has  begun  to  publish 
research,  in  places  like  the  Financial 
Analyst's  Journal,  illustrating  the  ex- 
istence of  "anomalies"  in  the  mar 
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WHAT  THIS  DID  FOR  CARS,  WE'VE  DONE  FOR 
TYPEWRITERS  AND  WORD  PROCESSORS. 

Something  is  now  missing  from  every  Smith  Corona  -  noise.  We've  quieted  the  annoying  rat-a-tat-tat 
that's  been  an  unfortunate  part  of  typing  and  word  processing  for  so  long.  When  you  include 
our  impressive  list  of  smart  features  and  our  exclusive  Correcting  Cassette,  it  all  adds  up  to 
what  we  call  our  Intelligently  Quiet™  Series.  You'll  be  hearing  a  lot  about  it.  lu^Intelligently" 


E^ 


lu. 


h^EI>J.]cI.k^lh?i 


TOOLS  FOR  THOUGHr^ 

For  more  information,  write  to  Smith  Corona  Corp.,  65  Locust  Ave.,  New  Canaan,  CT  06840  or  Smith  Corona  Canada,  440  Tapscott  Rd.,  Scarborough,  Ontario,  Canada  M1B  1Y4. 


Investanent  letters 


ket's  overall  efficiency.  For  example,  a 
stock  that  is  moving  more  strongly 
than  stocks  in  general  tends  to  carry 
on  doing  so.  Theoretically,  an  effi- 
cient market  should  quickly  spot  and 
swamp  this  "relative  strength."  But  in 
fact  it  does  not. 

The  investment  letter  industry  an- 
ticipated academe.  Like  plants  grow- 
ing in  a  wall,  most  successful  letters 
turn  out  to  be  rooted  in  one  or  anoth- 
er of  these  anomalies.  A  process  of 
natural  selection  operates:  The  com- 
puter revolution  has  made  letters  in- 
creasingly easy  to  produce  (as  well  as 
monitor),  so  a  myriad  of  them  are 
always  floating  about  trying  new 
methods.  And  some  work — at  least 
for  a  while. 

Hulbert's  monitoring  leads  him  to 
two  further  conclusions: 

"Typically,  about  40%  of  the  letters 
seem  to  be  able  to  add  value  through 
market  timing,"  he  says  (see  table,  p. 
450,  top).  This  is  a  particularly  remark- 
able finding  given  the  general  bullish- 
ness of  the  last  12  years.  By  definition, 
market  timers  can  at  best  match  a 
rising  market.  They  can  add  value 
only  when  the  market  goes  down. 

And  a  true  bear  market  goes  down 


Twelve-year  total  return 


Investment  letter 


Appreciation 
(1980-92)t 


The  Chartist  665.23% 

Reclusive  Editor  Dan  Sullivan  uses  proprietary  version  laf  relative  strength  method,  plus 
adroit  timing.  Moderately  active  trader.  Cautious  about  outlook  for  1990s.  Average  of  two 
portfolios,  one  of  which  reflects  own  actual  account. 

**Noload  Fund*X  (portfolio  of  "higher-quality  growth"  funds)  632.60 

Best  of  Editor  Burton  Berry's  four  mutual  fund  portfolios,  designed  for  different  risk 
preferences  and  selected  by  mechanical  system  based  on  previous  year's  record  only. 
Average  up  334%,  this  one  boosted  by  exceptional  1985-86  performance. 

Value  Line  Investment  Sun^ey  620.69 

First  and  most  famous  hole  in  Efficient  Market  Hypothesis,  the  long-established  reference 
service's  mixed  fundamental-technical  system  attracted  academic  attention  as  far  back  as 
1971.  Triumphant  over  periodic  (1983-84,  1988-89)  wobbles. 

The  Zweig  Forecast  608.69 

Former  finance  professor  Marty  Zweig  has  parlayed  his  hybrid  fundamental-technical 
system  into  money  management  empire.  Active  trader  favoring  small  stocks.  Recent 
performance  outpaced  by  own  Zweig  Fund,  possibly  because  large  following  has  forced  him 
into  more  liquid  issues. 

The  Dines  Letter  (Long-Term  Growth  Portfolio)  558.19 

Veteran  goldbug  James  Dines  still  coasting  on  extraordinary  burst  of  rapid  trading  in  1983. 
Three  other  portfolios,  overall  average  gaining  just  38.3%. 

DJIA  total  return  528.12 

tlhrough  June  30,  1992. 


Can  cities  find  sources 


EDS  helped  Chicago  answer  a  definite  yes. 

Using  new  applications  of  informa- 
tion technology,  EDS  is  helping 
Chicago  collect  $420  million  in 
unpaid  parking  tickets.  In  less  than  a 
year,  annual  ticket  revenues  have 
increased  by  50%.  Plus,  revenue 
has  nearly  doubled  from  parking 
meter  collections. 


Because  drivers  now  tak 
parking  tickets  that  they  receive 
more  seriously,  traffic  flow  ha^ 
improved  measurably  throughout 
Chicago.  According  to  ChicagQ 
officials,  the  whole  program  is  a 
victory  for  the  city  and  its  citizens. 

HDS  helped  the  city  completely 
reengineer  its  parking  program 


EDS  is  a  registered  trademark  of  Electronic  Data  Systems  Corporation.  ©  1992  EDS. 


Investment  letter  Appreciation 

(1980-92)t 

Value  Line  OTC  Special  Situations  Service  498.47% 

Editor  Peter  Shraga  doesn't  use  sister  service's  rating  system,  trades  relatively  infrequent- 
ly, uses  fundamental  analysis  to  select  stocks,  has  periodically  outpaced  Dow.  Strong 
1991. 

S&P  500  total  return  479.03 

Wilshire  5000  total  return  432.67 

The  Prudent  Speculator  428.86 

Editor  Al  Frank's  combination  of  fundamental  analysis  and  maximum  margin  outpaced  the 
market  for  long  stretches,  survived  being  fully  invested  in  1987  crash.  Model  portfolio 
reflects  own  actual  account. 

Dow  Theory  Forecasts  (investment  List)  419.48 

Old  established  service,  traditional  fundamental  stock  picker,  no  market  timing  despite 
name.  Five  portfolios,  some  much  weaker,  average  up  280.1% 

Growth  Stock  Outlook  417.41 

Veteran  Editor  Charles  Allmon  favors  intense  fundamentalresearch,  small  companies. 
After  outpacing  market  until  1986,  has  stood  aside  expecting  major  collapse.  Still  beats 
market  on  risk-adjusted  basis. 

Treasury  bill  portfolio  141.00 

tThrough  June  30,  1992. 


Mark  Hulbert  has  followed  33  portfolios  since  1980,  of  which  6  are  ahead 
of  the  broad  market  (counting  reinvested  dividends).  That  compares  well 
with  the  mutual  fund  industry's  record. 


for  several  consecutive  years.  "Con- 
trary to  the  general  impression,  that's 
when  investment  letters  should  come 
into  their  own,"  says  Hulbert.  "Not 
just  for  market  timing,  but  also  for 
stock  selection,  because  of  Wall 
Street's  institutional  bias  against  sell 
signals."  (Sell  signals  annoy  under- 
writing clients  and  depress  custom- 
ers— and  commissions.) 

Hulbert's  second  conclusion:  The 
asset  allocation  decision  is  more  cru- 
cial than  is  generally  recognized. 
"The  stock  market  can  be  beaten,  but 
it's  hard,"  he  says.  "And  it  can't  be 
beaten  by  much  in  any  consistent  way. 
The  top  12 -year  performers  outpaced 
it  only  by  about  five  percentage  points 
a  year  on  average.  But  most  people 
aren't  going  to  put  all  their  money  in 
stocks.  And  the  effect  of  having  your 
portfolio  slightly  more  weighted  to 
cash,  or  bonds,  or  gold  is  vastiy  more 
powerful." 

The  investment  letter  industry  in  its 
blind,  groping  way  has  sensed  this. 
Recently,  increasing  numbers  of  let- 
ters have  begun  offering  systematic 
asset  allocation  advice.  Hulbert's  evi- 
dence is  still  fragmentary  (see  table,  p. 
450,  bottom).  But  it  seems  to  suggest 


I 


»venue  other  than  taxes? 


Now,  hand-held  computers  are 
used  to  record  and  print  out  tickets 
m  the  spot.  The  information  is 
ciutomaticaliy  uploaded  to  a  central 
computer,  resulting  in  a  faster 
collection  process. 

A  computer  mapping  system 

helps  locate  and  solve  parking 

oblems,  dramatically  improving 


traffic  flow.  Conveniently  located 
hearing  centers  use  imaging  technol- 
ogy so  citizens  can  resolve  violations 
faster — by  phone,  mail  or  in  person. 
No  more  long  waits  in  traffic 
court.  And,  the  city  is  providing 
citizens  a  valuable  service. 

iN^ew  technology  is  creating 
many  opportunities.  EDS  is  the 


world  leader  in  applying  informa- 
tion technology.  To  find  out  how  we 
could  help  you,  contact  Barry 
Sullivan,  EDS,  7171 
Forest  Lane,  M3, 
Dallas,  TX  75230. 
Or  call  (214)  490- 
2000,  ext.  103. 
TAKE  ADVANTAGE  OF  CHANGE' 


EDS 


Investment  letters 


Twelve-year  timing-only  results 

Investment  letter 

Telephone  Switch  Newsletter  (equity/cash  timing  model) 

Bob  Nurock's  Advisory  (Technical  Market  Index,  100%  cash  on  sell  signals) 

Market  Logic  (recommended  exposure  to  stock  market) 

Professional  Timing  Service  (Supply/Demand  Formula,  no  shorting) 

Elliott  Wave  Theorist  (Investors:  100%  cash  on  sells) 

Appreciation 
(1980-92)t 

523.53% 

499.86 

478.17 

436.54 

433.98 

Wiishire  5000  value-weighted  total  return  index 

432.68 

Value  Line  Investment  Survey  (market  timing  model,  no  shorting) 

Dow  Theory  Letters  (grading  of  primary  trend,  100%  cash  on  sells) 

Dines  Letter  (100%  cash  on  short-term  sells) 

Granville  Market  Letter  (100%  cash  on  sell  signals) 

Bob  Nurock's  Advisory  (Technical  Market  Index,  100%  short  on  sells) 

Professional  Tape  Reader  (mutual  fund  timing  model) 

395.23 
344.24 
339.29 
329.79 
265.36 
238.89 

Treasury  bill  portfolio 

159.54 

tThrough  June  30,  1992. 

Hulbert's  record  from  1980  for  11  market-timing  portfolios,  switching  between  cash 
and  the  Wiishire  total  return  index.  As  usual,  they  do  better  than  stock  pickers. 


that  the  chances  of  beating  a  strategy 
of  equal  division  between  the  main 
markets  are  even  better  than  timing 
the  stock  market,  he  says. 

Hulbert's  answer  to  the  riddle  of 


the  investment  markets:  Yes,  they  can 
be  beaten.  But  how?  The  answer  here 
is  surprisingly  open.  "Almost  any 
method  seems  to  work  in  the  right 
hands,"  Hulbert  says.  Some  success- 


Asset  allocation  3.5-year  results 

Investment  letter 

Appreciation 
(1989-92)t 

FXC  Report 

Donoghue's  Moneyletter— Venturesome  Portfolio 

Standard  &  Poor's  Outlook 

Mutual  Fund  Letter— All  Weather  Portfolio 

Investech  Mutual  Fund  Advisor 

46.98% 

43.08 

42.24 

41.37 

40.03 

Peter  Dag  Investment  Letter 

Kinsman's  Telephone  Growth  &  Income  Service— Mutual  Funds  Portfolio 

Garside  Forecast— Aggressive  Fund  Switchers 

Fund  Exchange— Aggressive  Balanced  Portfolio 

Fund  Exchange— Conservative  Balanced  Portfolio 

37.05 
31.54 
31.45 
30.85 
29.98 

Stock-Bond4aold-Cash  Composite 

28.88 

Harry  Browne's  Special  Reports— Permanent  Portfolio 

Grovrth  Fund  Guide 

Garside  Forecast— Total  Return  Fund  Switchers 

27.44 
25.82 
17.80 

Buy  and  hold  in  stocks 

60.28 

Buy  and  hold  in  bonds 

46.30 

Treasury  bill  portfolio 

25.19 

Buy  and  hold  in  gold 

-16.27 

t  Through  June  30,  1992. 

ftf^iOtf^JImXA . 

A  clear  majority  of  the  13  asset-allocation  portfolios  beat  a  strategy 
that  equally  divided  assets  among  stocks,  bonds,  gold  and  cash — 
the  real-world  dilemma  that  most  investors  face. 


fill  letters  trade  actively,  like  Martin 
Zweig's  Zweig  Forecast^  others  infre- 
quendy,  Uke  Jim  McCamant's  Medi- 
cal Technology  Stock  Letter.  Some 
study  company  balance  sheets  and 
earnings  statements,  like  Tom  Bish- 
op's Bl  Research^  others  focus  on  price 
action,  like  Dan  Sullivan's  The  Chart- 
ist. There  is  no  successful  astrology 
letter,  but  Robert  Prechter's  Elliott 
Wave  Theorist  is  based  on  an  esoteric 
numerology  system. 

Unfortunately,  in  the  wrong  hands 
every  method  can  also  fail. 

Hulbert  argues,  and  some  academ- 
ics concur,  that  superior  advisory  per- 
formance tends  to  persist.  But  one 
year's  performance  could  be  just  blind 
luck.  A  record  of  some  years  is  need- 
ed. "It  starts  to  become  clear  between 
about  three  to  five  years,"  he  says  (see 
table,  p.  454).  Still,  he  thinks  he  can 
spot  some  winners  who've  just  begun. 
New  letters  that  have  attracted  his 
attention:  John  Hussman's  Hussman 
Econometrics-,  Dan  Sullivan's  The 
Chartist  Mutual  Fund  Timer. 

"I  look  for  particularly  strong  per- 
formance without  wild  volatility," 
Hulbert  says.  "And  there  are  some 
subjective  factors  I  hate  to  make  pub- 
lic— like  intellectual  honesty." 

"I  am  a  Quaker,"  reads  a  sign  in 
Hulbert's  office,  "in  case  of  emergen- 
cy, please  be  quiet."  He  takes  his 
pacifism  seriously — he  is  a  vegetarian 
on  ethical  grounds — but  his  profes- 
sion can't  help  much.  Investment  let- 
ter editors  are  notoriously  unpacific 
when  their  records  are  exposed.  The 
Dines  Letter's  James  Dines,  who  is 
particularly  vulnerable  to  objective 
monitoring,  was  recentiy  quoted  in 
the  New  York  TVwwdenouncing  Hul- 
bert as  "a  little  jerk."  (He  is  actually  6 
foot  2.)  Some  editors  have  even  tried 
legal  assaults.  All  such  suits  have 
failed. 

In  fact,  in  his  pacific  way,  Hulbert  is 
embroiled  in  quite  a  controversy  on 
the  Quaker  front,  too.  He  may  still 
look  like  a  student  radical — and  his 
bookshelves  still  bulge  with  the  Hegel 
and  Marx  that  fascinated  him  at  Hav- 
erford  and  Oxford — but  he  now  re- 
gards himself  as  a  libertarian.  And, 
with  others,  he  is  working  to  reduce 
the  hostility  some  Quaker  organiza- 
tions have  recently  shown  to  capital 
ism,  causing  Quakerism  to  be  widely 
regarded  as  just  another  feather  in  the 
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"How's  the  new  proposal?" 


"Finished" 


"C'mon,  the  research  alone. . '.'    "That  was  the  easy  part'.' 


5054  TMZ 


5054  TMZ 


5054  TMZ 
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5054  TMZ 


"Easy]  I  hope  it's  right!' 


"The  client  said  we  nailed  it'.' 


"You  already  turned  it  in?' 


"Days  ago.  We  were  first'.' 


"Hey  are  we  talking  some  kind  of  secret  weapon  here?" 


The  answer  is  in  Dialog. 


/n/ormafion— complete,  precise,  up- 
to-the  minute.  It's  your  most  powerful 
business  tool.  Find  exactly  what  you 
need  to  know  fast  in  Dialog,®  the  world's 
first  and  largest  electronic  library.  We 
oflFer  over  400  diverse,  detailed  data- 
bases readily  accessible  online  via 
computer  and  modem,  many  even 


on  compact  disc.  You  probably  won't 
have  to  look  anywhere  else.  See  your 
Information  Specialist  about  Dialog. 
Or  call  for  a  free  kit  on  Dialog  infor- 
mation for  your  industry. 


1-800-3-DIALOG 


Outside  U.S.,  415-858-3785.  Fax  415-858-7069. 


Dialoz  Business  Tools:  For  marketing, 
finance,  manufacturing,  and  manage- 
ment. Full-text  industry  reports,  financial 
tables,  worldwide  company  data,  market 
data,  patents  and  trademarks,  techni- 
cal articles,  current  news.  From  DSdB, 
S&dP,  Reuters,  Teikoku,  McGraw-Hill, 
Knight-Ridder,  and  many  other  sources, 
many  updated  daily,  even  continuously. 


DIALOG  INFORMATION  SERVICES,  INC. 

A  KNIGHT-RIDDER  COMPANY 


C 1991  Dialog  Information  Services,  Inc.,  3460  Hillview  Avenue,  Palo  Alto,  California  94304.  All  rights  reserved.  DIALOG  is  a  servicemark  of  Dialog  Information  Services,  Inc.,  Registered  US.  Patent  and  Trademark  Office. 
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For  175  years  generations  have 


relied  on  Brool«  Brothers  as  the 


source  for  classic  American  style. 


For  75  years  American  industry 


has  looked  to  Forbes  as  the  source 


for  business  information,  judge- 


ments, and  insights. 


Hearty    congratulations    and 


happy  anniversary  from  one 


classic  to  another. 


MADISON  AVENUE       CHICAGO       BOSTON 

WASHINGTON       PHILADELPHIA       LOS  ANGELES 

SAN  FRANCISCO    ATLANTA 


Investment  letters 

liberal  wing  of  the  Democratic  Party, 
and  return  it  to  what  he  argues  are  its 
free-market,  private-property  origins. 
"Many  of  the  original  Quakers 
were  successfiil  businessmen,"  he 
points  out. 


At  36,  Hulbert  is  still  a  bachelor. 
But  his  staff  is  speculating  about  his 
latest  girlfriend.  A  graduate  of  Har- 
vard Law  School,  she's  possibly  the 
only  other  Kansas-born  vegetarian 
Quaker  in  the  world.  -^M 


Five-year  total  return 

Investment  letter 

Appreciation 

(1987-92)t 

Bl  Research 

211.92% 

OTC  lnsight*t 

170.34 

MPT  Review* 

163.09 

The  Chartist* 

98.18 

Medical  Technology  Stock  Letter* 

96.89 

Investment  Quality  Trends 

90.50 

Systems  and  Forecasts* 

89.79 

Value  Line  Convertibles 

89.66 

Fidelity  Monitor* 

87.71 

Zweig  Performance  Ratings  Report 

84.87 

The  Zweig  Forecast 

82.71 

The  Value  Line  OTC  Special  Situations  Service 

80.79 

The  Big  Picture* 

66.98 

Switch  Fund  Timing* 

64.56 

Fundline* 

63.08 

Mutual  Fund  Forecaster 

60.56 

DJiA  total  return 

60.23 

S&P  500  total  return 

58.96 

Wilshire  5000  total  return 

54.50 

Investech  Mutual  Fund  Advisor 

52.92 

Investors  Intelligence* 

52.84 

The  Mutual  Fund  Strategist* 

50.01 

The  Investment  Reporter* 

49.15 

Value  Line  Investment  Survey 

48.90 

Dessauer's  Journal 

47.60 

New  Issues 

47.59 

United  Mutual  Fund  Selector* 

45.66 

Fund  Exchange* 

43.65 

Personal  Finance* 

42.97 

Investech  Market  Analyst 

42.54 

Growth  Stock  Outlook 

41.80 

California  Technology  Stock  Letter 

41.53 

The  Peter  Dag  Investment  Letter* 

40.20 

The  Mutual  Fund  Letter* 

39.87 

The  No-Load  Fund  Investor* 

38.58 

The  Marketarian  Letter* 

35.71 

Investment  Horizons 

34.07 

The  insiders 

32.81 

The  Professional  Tape  Reader* 

30.73 

Mutual  Fund  Investing* 

30.49 

Treasury  bill  portfolio 

28.00 

*  Average  of  several  portfolios,    t  Performance  over  4  years,  1 1  months.    ^Through  June  30,  1992. 

Sixteen  of  the  78  letters  (and  43  of  the  151  portfolios)  on  which  Hulbert  has  data  for 
the  last  five  years  have  beaten  the  market.  Will  some  turn  out  to  be  investment 
superstars? 
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Conversation  in  Ljondon 

"What  I  admire  most  about  Forbes  is  the 
magazine's  spirit,  it's  tough  and  gutsy,  and 
has  been  for  75  years." 

"Sounds  liloe  Ingersoil-Rand,  competing  and 
winning  everywhere." 
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Meeting  today's  global  eco- 
nomic challenge  is  a  hot  topic 
of  conversation  wherever  people  in 
business  get  together 

For  more  than  a  century, 
Ingersoll-Rand  has  been  working 
hard  to  stay  ahead  in  an 
ever  more  competitive  world 
marketplace. 

Industrial  customers 
have  come  to  rely  on  the 
company's  problem-solving 
creativity  for  virtually  every 
segment  of  industry  — 
automotive,  construction, 
transportation,  mining, 
general  manufacturing  and  the 
conversion  of  energy 

From  every  location  and 
every  member  of  our  30,000-strong 
global  team,  customers  get  the 
benefit  of  productive  machinery  and 
equipment,  quality-engineered 
for  exceptional  performance.  That's 
what  it  takes  to  wi  n  worldwide. 

Foracopy  of  Ingersoll-Rand's 
annual  report  or  information 
about  specific  products,  please  write 
to:  Ingersoll-Rand  Company 
200  Chestnut  Ridge  Rd.,  Wooddiff 
Lake,  N  J  07675. 
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INGERSOLL-flANa 

Winning  Worldwide 


©  1992  Ingersoll-Rand  Company 


Big  oil  rushed  into  coal  in  the  1970s. 
Now  the  oil  companies  are  rushing  out 
and  Zeigler  Coal  is  buying  in. 

A  buyer's  market 


By  Marcia  Berss 

After  the  1974  oil  crisis,  no  one 
loved  coal  more  than  the  big  oil  com- 
panies. Exxon  rapidly  opened  new 
mines.  Shell  began  mining  coal  in  the 
Midwest.  By  1990  oil  companies 
owned  five  of  the  U.S.'  ten  largest 
coal  companies. 

But  with  the  price  of  oil  falling — 
adjusted  for  inflation,  it  is  now  about 
10%  below  its  1974  price — and  with 
new  environmental  laws  making  it 


more  expensive  for  utilities  to  burn 
coal,  the  oil  companies  are  throwing 
their  coal  reserves  on  the  market. 

Last  year  Du  Font's  Conoco  oil 
subsidiary'  sold  half  of  its  Consolida- 
tion Coal  unit,  number  two  in  the 
business;  Du  Font's  chairman  cited 
lack  of  a  strategic  fit.  Mobil  recently 
sold  its  coalfields.  So  did  British  Pe- 
troleum. Exxon  Coal,  the  industn^'s 
fourth  largest  company,  is  selling  a 


Zeigler  Coal  President  Chand  Vyas 

Electric  cars— and  $60/ton  coal — never  materialized,  so  big  oil  is  exiting. 


major  mine.  Occidental  Petroleum 
and  Sun  Oil  are  trying  to  sell  their  coal 
properties.  Adjusted  for  inflation, 
coal  prices  are  currendy  about  half 
their  1974  level. 

In  this  buyer's  market,  who's  buy- 
ing.^ One  name  on  everyone's  lips  is 
Zeigler  Coal  Co.  "In  coal,  they  are 
*^the  one  to  watch,"  says  one  utility's 
fiiel  buyer  of  Zeigler. 

Headquartered  in  modest  digs  be- 
hind a  fast- food  restaurant  in  a  St. 
Louis  suburb,  privately  held  Zeigler 
has  been  buying  reser\'es  like  there's 
no  tomorrow.  Revenues  have  shot 
fi-om  $97  million  in  1989  to  $444 
million  last  year.  In  June  Zeigler  an- 
nounced plans  to  buy  Shell  Oil's  coal 
operations,  with  mines  in  Wyoming, 
Kentucky  and  West  Virginia;  industry 
men  peg  the  price  at  about  $850 
million.  The  deal  is  scheduled  to  close 
in  October.  Assuming  it  does,  Zeigler 
will  be  the  countrv^'s  fourth -largest 
^^^^  coal  company,  with  pro- 
I  duction  of  40  million  tons  a 
I  year  and  revenues  of  $1.1 
billion. 

And  Shell  won't  be  Zeig- 
ler's  last  purchase,  says 
Zeigler's  47-year-old  presi- 
dent, Chand  Vyas.  "I  ex- 
pect eventually  almost  all 
the  oil  companies  will  exit 
[coal],"  says  Vyas,  all  but 
rubbing  his  hands. 

Until  1985  Zeigler  was  a 
subsidiary  of  Houston  Nat- 
ural Gas  Co.,  and  not  a  very 
valuable  subsidiary.  The 
price  of  coal  was  falling. 
Zeigler  was  selling  only  half 
of  the  output  of  its  mines  in 
southern  Illinois,  and  was 
losing  money. 

This  the  gas  company 
didn't  need,  so  in  1985 
Vyas  and  Zeigler  Chairman 
Michael  Reilly  led  a  $55 
million  management 

buyout  of  the  unit.  Financ- 
ing came  from  Chicago 
City  Capital  Group  (which 
bought  25%  of  the  compa- 
ny), mining  equipment 
maker  Ingersoll-Rand 

(22%)  and  oil  company  Di- 
amond Shamrock,  which 
has  since  sold  its  stake  back 
to  Zeigler.  (As  part  of  the 
Shell  deal,  Shell  Oil  will 
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a  unique  blending  of  B.  .  ^.ictine  &^  Brandy.  Savor  it  over  ice  or  straight  up. 


Zeigler  Coal 
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WoHd's  tiniest  8x  telescope. 
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Experience  the  ease  of  single- 
hand  viewing;  the  convenience  of 
2.2  oz..  41x1.9x0.6  ia  portability; 
and  Minox's  German  engineering, 
optics  and  miniature  designs. 
All  peerless         pfl,p|OX 
=  ^  Masters  of 

==s#  the  miniature 
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CONGRATULATIONS 


on 


your  75th  Anniversary 


We  at  TOPPAN  are  proud 

of  the  association  we  have 

had  with  you  for  the  past 

17  years  and  we  are 

looking  forward  to  a  long 

and  successful  relationship 

with  you. 


TOPPAN  PRINTING  COMPANY  AMERICA,  INC. 

880  FIFTH  AVENUE 
NEW  YORK,  N.Y.   10019 
Tel.  (812)  489-7740 
Fax  (212)  969-9349 


Underground  mining  in  a  Zeigler  coalfield 

Utilities  hope  to  get  lower  prices  from  Zeigler  than  they  did  from  Shell. 


take  a  significant  equity  stake  in 
Zeigler,  maybe  up  to  20%.) 

To  cut  overhead  and  increase  vol- 
ume, Vyas  and  Reilly  put  Zeigler's 
salesmen  on  commission — a  break 
with  industry  practice — and  priced 
aggressively.  Utility  coal  buyers  say 
Zeigler  sells  spot  coal  at$18to$19a 
ton,  versus  the  current  $20  to  $25. 

To  improve  productivity  in  Zeig- 
ler's mines,  Vyas  set  budgets  for  each 
mine.  When  miners  outperform  the 
budget,  they  share  in  the  gains.  This  is 
unusual  for  a  union  shop  like  Zeigler. 

Also,  Zeigler  doesn't  skimp  on  rela- 
tively small  expenses  that  can  mean  a 
lot  to  its  workers.  When  the  company 
discovered  that  its  miners  were  suffer- 
ing foot  injuries,  for  example,  it 
bought  them  safety  boots.  The  boots 
cost  $120,000,  but  quickly  saved 
Zeigler  $300,000  in  health  care 
expenses. 

Today  Zeigler's  low  costs  and  low 
coal  prices  and  healthy  labor- manage- 
ment relations  help  Zeigler  sell  almost 
all  the  coal  it  mines.  Vyas  and  Reilly 
say  they  have  eliminated  the  debt 
from  the  managerrient  buyout — and 
repaid  the  debt  they  incurred  in  1990, 
when  Zeigler  paid  $115  million  for 
British  Petroleum's  coal  properties  in 
Illinois  and  Indiana.  Vyas  boasts  that 
Zeigler  has  the  best  return  on  equity 
in  the  coal  industry  and  is  in  the  top 
three  in  return  on  assets.  On  1991 


sales  of  $444  million,  Forbes  esti- 
mates that  Zeigler  netted  about  $40 
million  after  taxes. 

Looking  ahead,  the  basic  question 
facing  Vyas  and  Reilly  is  how  to  sur- 
mount the  hurdles  that  the  environ- 
mentalist lobbies  are  building. 
Zeigler  mines  only  high-sulfiar  coal, 
which  spews  out  more  pollutants  than 
low-sulfi-ir  coal.  The  1990  Clean  Air 
Act  Amendments  say  that  starting 
early  next  year,  utilities  must  an- 
nounce their  plans  to  cut  their  sulfijr 
dioxide  emissions;  they  can  do  so  by 
burning  low-sulfijr  coal,  building  ex- 
pensive (cost:  $125  million  and  up) 
scrubbers  to  eliminate  pollutants 
from  high-sulfiir  coal,  or  by  buying 
pollution  credits  from  utilities  that 
burn  cleaner  fijcls. 

Because  many  utilities  are  equipped 
to  burn  high-sulfijr  coal,  low-sulftir 
coal  currently  has  a  slight  price  advan- 
tage. For  example,  Wyoming  low- 
sulflir  coal  delivered  to  a  Midwest 
utility  sells  for  $1.20  per  million  Btu; 
a  Midwest  utility  pays  $1 .47  for  West 
Virginia  high-sulhir  coal. 

Vyas  agrees  that  the  Clean  Air  Act 
will  most  likely  boost  the  demand  for 
and  the  price  of  low-sulfi.ir  coal — and 
by  doing  so  will  encourage  utilities  to 
invest  in  the  scrubbers  that  will  allow 
them  to  keep  burning  the  kind  of 
high-sulfur  coal  that  Zeigler  mines. 
"My  own  view,"  says  Vyas,  "is  that 
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21  profitable  years  in  a  row.  Enough  said. 


Steady  earnings  are  a  good  measure  of  any  company's  success.  Every  year  for  21 
years,  Freddie  Mac  earned  a  profit  by  buying  mortgages  from  lenders,  and  packaging 
them  as  mortgage  securities  to  sell  to  investors.  This  keeps  funds  flowing,  makes 
financing  more  available  and  affordable,  and  helps  more  Americans  realize  the  dream  of 
owning  a  home.  And  for  us,  that's  the  ultimate  measure  of  our  success. 

Freddie  Mac,  8200  Tones  Branch  Drive,  Mail  Stop  405.  McLean,  VA  22102. 


©  Freddie  l^ad  992 

■  Freddie  Mi  c  became  subject  tcj  federal  income  taxei  effective  jJanuary  t, 

purposes,  pro  fomia  net  incomg  has  been  calculateq 


1985.  For  comparati  le 


for  prior  quarters  as  iuming  a  46  percent  tax  rate. 


STEADY  FREDDIE 


Freddie  Mac 

THE  IDEA  BEHIND  ONE  IN  EIGHT  AMERICAN  HOMES. 


Plastic  OP  Paper? 

V 

Tough  Issues 
Deserve 
the  Facts. 


Seventy  five  years  of  fair 
reporting  on  tough  issues  is  no 
small  achievement,  especially  on 
the  types  of  complex  topics  that 
Forbes  covers.  Particularly 
during  an  age  when  quick-fix 
logic  has  been  known  to 
smother  science.  One  such 
subject  in  the  news  lately  is  the 
debate  over  what's  better  for  the 
environment.  Plastic  or  paper. 


A  study  published  in  a 
leading  science  magazine 
recently  concluded  that  when 
compared  to  making  a 
polystyrene  plastic  foam  cup, 
a  paper  cup  consumes  about: 

•  12  times  as  much  steam 

•  36  times  as  much  electricity 

•  twice  as  much  cooling  water 


HCC 


In  addition,  manufacturing  a 
paper  cup  generates  about: 

•  2.5  times  more  air  pollution 

•  10-100  times  more 
water  pollution 

•  580  times  more  waste  water 
The  study  also  found  that  from  a 

technical  standpoint,  polystyrene 
plastic  foam  cups  were  in  many  cases, 
easier  to  recycle  than  paper  cups. 
So  says  science. 


Huntsman  Chemical 
Corporation 


To  Help  the  Environment,  Let's  Stay  With  Science.  Get  the  Facts. 


Zeigler  Coal 

after  2000,  just  about  everyone  will 
scrub." 

But  Vyas  is  hedging  his  bet.  The 
new  Shell  properties  include  mainly 
low-sulftir  reserves.  To  get  them, 
Vyas  had  to  pay  a  fairly  stiff  price  in  a 
weak  market — an  estimated  $850 
million,  compared  with  the  $T25 
billion  that  Britain's  Hanson  Pic.  paid 
two  years  ago  for  Peabody,  the  na- 
tion's biggest  coal  miner,  which  has 
more  than  triple  the  reserves  and  pro- 
duction of  the  Shell  properties. 

Zeigler  faces  other  challenges.  For 
example,  in  some  of  the  older  long- 
term  contracts  that  it  is  buying  from 
Shell,  coal  is  priced  at  about  $45  a  ton, 
80%  above  the  current  spot  market 
rate.  As  these  contracts  expire,  they 


Early  next  year  utilities 
must  announce  their 
plans  to  cut  emissions 
by  using  low- sulfur  coal 
or  scrubbing  high -sul- 
fur coal.  Says  Chand 
Vyas:  "My  own  view  is 
that  after  [year]  2000, 
just  about  everyone  will 
scrub." 


will  probably  be  renegotiated  at  much 
lower  prices. 

Another  problem:  Coalmen  used 
to  get  25 -year  contracts  from  utilities 
that  could  be  banked  to  finance  mine 
development.  But  now,  with  10%  to 
20%  overcapacity  in  the  coal  industry, 
utilities  generally  sign  only  3-to-5- 
year  contracts. 

Some  utilities  buy  only  spot  coal. 
As  a  result,  long-term  financing  for 
capital  investments  is  harder  to  come 
by.  To  address  this  problem,  and  to 
provide  liquidity  for  its  managers  and 
other  shareholders,  there's  a  good 
chance  Zeigler  will  go  public,  perhaps 
as  early  as  next  year. 

Vyas  does  not  dispute  that  prob- 
lems lie  ahead  for  Zeigler  and  other 
coal  miners.  If  there  weren't  prob- 
lems, the  oil  companies  wouldn't  be 
so  eager  to  sell  the  coal  reserves  they 
were  once  so  eager  to  buy.  Reiterating 
his  view  that.coal  will  continue  to  be 
the  low-cost  fijel  choice  for  most  utili- 
ties, Vyas  says:  "We  believe  coal  has  a 
strong  fijture."  Time  will  tell  who  is 
right,  the  buyers  or  sellers  of  coal.  ^ 
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MANAGEMENT  RECRUITERS 
"  DELIVERS  THIS 


Nationwide  coverage  -  600  offices... 

•  2,000  search  specialists...  we  know  your  industry 

•  World's  largest  and  most  comprehensive  candidate  data  base 

•  Over  25,000  successfully  completed  search  assignments  during  1991  alone 

Personalized  candidate  relocation  services... 

•  City  to  city  cost  of  living  comparisons 

•  Free  financial  and  tax  advice  (rollovers  of  pension,  401(k),  profit  sharing) 

•  National  interstate  moving  services  at  over  50%  cost  reduction 

•  Free  guided  tours  and  real  estate  orientation  in  new  city 

•  National  discount  mortgage  program  for  your  new  employees 

Look  in  the  white  pages  for  the  Management  Recruiters 
office  nearest  you. 
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MANAGEMENT 
RECRUITERS 

The  search  and  recruiting  specialists© 


Writeoffs  can  provide  a  cushion  for  future  earnings 
gains— with  shareholders  not  always  knowing 
what's  happening. 

Generally  vague 
accounting  principles 


By  Mary  Beth  Grover 

Earlier  this  \tar  Federal  Express 
Corp.  wrote  off  $254  million  for  its 
ill-fated  overseas  expansion.  The  big 
writeoff  resulted  in  a  S3.58-per-share 
loss  in  the  third  quarter  of  the  fiscal 
year.  But  the  ver\'  next  quarter  the 
courier  service  posted  a  S36  million 
profit.  That  was  14%  higher  than  in 
the  year-earlier  period. 

Solid  growth  in  the  underlying 
business.'  Or  fanq,'  bookkeeping.' 

These  days  it's  hard  to  tell.  When 
companies  take  big  writeoffs,  they  can 
later  reinject  some  of  the  reserves  into 
operating  income  if  the  initial  writeoff 
estimate  turns  out  to  have  been  larger 
than  what  was  actually  required.  And 
because  the  disclosure  rules  are  so 
vague  in  this  area,  these  hidden 
"earnings"  need  not  be  flagged  as 
nonrecurring. 

"The  problem  [for  investors]  is 
that  you  can  get  an  accounting  turn- 


around when  you  don't  necessarily 
get  a  business  turnaround,"  says  John 
C.  Burton,  a  former  Securities  &  Ex- 
change Commission  chief  accountant 
who  now  teaches  accounting  at  Co- 
lumbia University'. 

Serious  money  is  probably  sitting 
on  corporate  balance  sheets  as  hidden 
reserxes  available  to  bolster  earnings. 
According  to  Goldman,  Sachs'  Patri- 
cia Shangkuan,  last  year  alone  S&P  500 
companies  wrote  off  a  record  $42 
billion.  It's  a  good  bet  that  some  of 
that  money  will  find  its  way  back  into 
earnings  reports. 

In  Federal  Express'  case,  the  com- 
pany may  have  overestimated  its 
third-quarter  writeoff  by  $40  million. 
The  company  admits  it  threw  back 
between  $15  million  and  $25  million 
into  the  fourth  quarter's  operating 
earnings.  There's  more.  Analysts  ex- 
pect that  at  least  another  $15  million 
in  artificial  earnings  gain  may  show  up 
this  quarter.  Says  Paul  Schlesingcr  of 
Donaldson,  Lufldn  &  Jenrette: 
"They've  provided  themselves  with  a 
tail  \\ind." 

In  June  1991  Unisys,  the  computer 
company  born  of  the  marriage  be- 
tween Burroughs  Corp.  and  Sperr\' 
Corp.,  took  a  $1.2  billion  hit — its 
third  consecutive  yearly  charge — 
mostly  to  cut  back  employees  and 
prune  excess  plant  and  equipment. 
Accordingly,  the  company  reported  a 
loss  of  some  $1 .4  billion  for  the  year. 
Since  the  last  writeoff,  however,  Uni- 
sys has  been  going  great  guns.  It  has 
posted  three  profitable  quarters — im- 
pressive in  an  industn'  where  many 
companies  are  desperately  struggling. 

Some  money  managers  who  follow 
the  company  strongly  suspect  that  last 


year's  $1.2  billion  charge  was  $200 
million  more  than  needed  and  that 
some  of  that  overage  has  been  fatten- 
ing current  earnings.  Unisys  denies 
this.  A  spokesman  says:  "That's  their 
analysis,  not  ours." 

Which  points  up  the  basic  problem 
in  all  these  situations:  Initial  restruc- 
turing charges  are  by  definition  man- 
agement's estimates,  and  auditors  can 
never  be  sure  how  close  the  estimates 
will  come  to  the  actual  expenses  in- 
volved in  selling  off  assets  or  letting 
people  go. 

Sometimes  a  restructuring  charge 
turns  out  to  be  larger  than  needed  and 
provides  a  cushion  against  more  such 
charges  in  the  fijture.  Bethlehem  Steel 
took  a  fourth-quarter  "restructur- 
ing" charge  of  $575  million,  primari- 
ly to  shut  down  unprofitable  plants. 
That  charge  would  have  been  $80 
million  higher  had  it  not  been  for 
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OK,  Letiget  down  to  business.  24  hours.  That's  all  we  get.  And  still  for  some,  it's  just  not  enough.  Now  of  course,  we 
at  GTE  don't  presume  to  tell  you  how  to  spend  your  time.  Just  how  to  save  it.  The  way  we  see  it,  the  phone  is  the  shortest 
distance  between  a  problem  and  a  solution.  Unlike  a  memo  or  business  letter,  it  allows  you  to  deal  with  problems 
immediately.  And  get  results  immediately.  Compared  to  a  personal  sales  call,  it  not  only  can  save  you  a  bundle  of 
time,  but  a  bundle  of  that  other  precious  commodity.  It  lets  you  sell  faster.  Distribute  faster.  Collect  money  faster.  Go  to 


lunch  faster.  See  your  front  door  faster.  Need  we  go  on? 


Make  the  call. 


Because  after  all,  it's  about  time.  Isn't  it? 


If  time  is  money, 


fH7a 


THE  POWER  IS  ON 


rortoes  Germany  coni^ratulates 


Its  75tli  annlversj 


N^^ 


STbes  g^m^STby  Burda,  ArabellastraBe  23, 8000  Mtti 


n  sie 

k  soil  *n  sie 

nal  hoch. 


%«- 


'»%>, 


"iiMkiii 


•"^^ 


\i 


one:  OU-49-1 


Congratulations 


FORBES 


on 

75  years 

of 

publication 

and  more  to  come! 


Allen  &  Company 


INCOKPOKATKIJ 


"I  Chose  Better  Hearing!'' 

Dancer  Donald  O'Connor,  who  uses 
hearing  aids  to  correct  his  hearing  loss,  urges 
you  to  protect  your  hearing. 

He  strongly  promotes  hearing  conservation 
for  everyone,  but  says  that  most  people  with 
hearing  loss  can  be  helped:  medically, 
surgically,  with  hearing  aids  or  through 
rehabilitation. 

For  more  information,  call  toll-free  Hearing 
HelpLine  -  800/EAR  WELL. 

You  should  hear  what  you're  missing! 


Oetter  Heoring  Institute   P.O.  Box  1840,  Washington,  D.C.  20013 


another  restructuring  charge  the 
company  took  in  1990. 

Sometimes,  of  course,  the  costs  of 
writeoflfs  are  underestimated.  Last 
year  IBM  booked  a  S2.2  billion  charge 
to  cover  severance  and  relocation  ex- 
penses related  to  cutting  its  work 
force  by  up  to  20,000  employees.  But 
that  wasn't  enough.  Last  month  lBi\i 
said  it  would  take  another  $L2  billion 
writeoff  to  cover  an  additional 
12,000-employee  cutback. 

The  real  problem,  again,  is  that  the 
restructuring  charges  are  simply  esti- 
mates. Loren  Kellogg,  an  accountant 
and  coauthor  of  Los  Angeles- based 


When  companies  take 
big  writeoflfs,  they  can 
later  reinject  some  of 
the  reserves  into  operat- 
ing income  if  the  initial 
writeoff  estimate  turns 
out  to  have  been  larger 
than  what  was  actually 
required.  "The  prob- 
lem [for  investors] 
is  that  you  can 
get  an  accounting 
turnaround  when  you 
don't  necessarily  get  a 
business  turnaround." 


Kellogg  Associates'  Financial  State- 
ment Alert,  has  a  solution  for  this 
problem.  He  suggests  that  companies 
should  disclose  the  impending  re- 
structuring costs  in  their  financial  re- 
ports but  expense  these  costs  only  as 
they  are  incurred. 

Money  manager  Daxid  Rocker 
would  take  another  approach.  Rocker 
notes  that  when  managers  take  a  big 
writeoff,  they  are  in  effect  saying  that 
past  earnings  were  overstated.  Rocker 
would  thus  require  managements  tak; 
ing  big  writeoffs  to  restate  (clown- 
ward)  their  past  earnings.  Says  Rock- 
er: "You  gotta  make  management 
belly  up  to  the  bar  and  say,  'We 
screwed  up,  guys.'  " 

The  Financial  Accounting  Stan- 
dards Board,  the  country's  principal 
accounting  rulemaking  bt)dy,  is  now 
working  on  guidelines  on  how  com- 
panies can  better  estimate  asset  write- 
downs. But  in  seeking  to  be  more 
precise,  they  may  end  up  just  muddy- 
ing the  situation  further.  ^ 
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Y3U  May  Not  Know  Us,  But  The  Coca-Cola  Company 
Finds  Our  Way  Of  Doing  Business  Refreshing. 


When  The  Coca-Cola  Company  was 
thirsty  for  a  breakthrough  in  recycled 
plastic  soft  drink  bottles,  Hoechst 
Celanese  was  the  first  company  they 
teamed  up  with  to  do  it.  The  Coca- 
Cola-Company  is  now  able  to  recycle 
plastic  soft  drink  bottles  to  make  new 
bottles,  which  of  course  means  great  returns 
for  the  environment.  It's  no  wonder  that 


companies  around  the  world  trust 
Hoechst  Celanese  for  solutions  and  a 
never-say-never  attitude.  For  whether 
it's  creating  the  medicines  that  keep 
you  well,  the  fabrics  that  keep  you 
warm,  or  ways  to  protect  the  earth  we 
share,  at  Hoechst  Celanese,  we  take 
our  responsibilities  very  seriously.  And  that's 
a  promise  any  company  would  find  refreshing. 


Hoechst  Celanese 


Hoechst 


The  Name  Behind  The  Names  You  Know 


••Ziid'  is  a  regisKred  rrodsmarlc  o/T/k;  Coca-Coia  Company.  T/ie  Hoecfui  name  (mi  hgo  are  regisiercd  trademarks  of  Hoechst  AG. 


EDITED  BY  JOSHUA  LEUINE 


With  ad  budgets  tight,  marketers  are  looking 
to  package  design  as  a  low-cost  selling  tool. 

Is  yoiur  product 
yomr  advocated 


By  Gretchen  Morgenson 


"Before"  and  "after"  packaging  for  Kaytee  birdseed 
Transforming  the  drab  into  something  artsy  and  upscale. 


William  Engler  Jr.,  chief  executive 
of  a  Chilton,  Wis. -based  bird  and  pet 
food  producer,  wanted  a  bigger  piece 
of  the  $500  million  U.S.  market  for 
wild  bird  seed.  Although  it  was 
founded  roughly  120  years  ago  by  his 
grandfather,  Kaytee  Products  was  still 
a  small  company.  Its  revenues,  around 
$10  million,  simply  couldn't  support 
a  splashy  ad  campaign. 

Engler  dealt  with  the  problem  by 
hiring  a  Chicago- based  design  firm — 
Murrie  White  Drummond  Lien- 
hart^n  1986  to  dress  up  his  birdseed 
package.  With  new  packaging,  Engler 
figured  he  could  also  expand  distribu- 
tion from  hardware  stores  to  tonier 
pet  food  shops  and  supermarkets. 

Backyard  bird  feeding  is  America's 

468 


favorite  pastime  aft:er  gardening.  The 
designers  asked:  What  motivates  bird 
feeders?  The  answer:  People  consider 
birds  as  their  guests — and  who 
doesn't  want  the  best  for  his  guests?  A 
classy  package  was  called  for.  And 
feeding  birds  makes  people  feel  closer 
to  nature.  The  designers  placed 
brightly  colored  birds  against  a  forest 
background,  making  Kaytee's  drab 
bag  artsy  and  upscale. 

Today  Kaytee  is  "the  nation's  best- 
selling  wild  bird  seed,  sales  having 
increased  from  that  $10  million  to 
approximately  $90  million,  according 
to  industry  sources.  Engler  credits  the 
redesign  for  much  of  the  gain. 

Sprucing  up  a  package  has  always 
been  a  way  to  goose  sales,  but  it's  an 


option  that's  getting  a  lot  more  atten- 
tion these  days.  As  the  costs  of  ad 
campaigns  escalate,  marketers  are 
questioning  advertising's  efficiency 
for  mass -market  items  that  are  in- 
creasingly seen  by  consumers  as  inter- 
changeable commodities.  The  cost  of 
freshening  up  a  package  with  a  new 
logo  or  label  is  low:  between 
$100,000  and  $200,000  for  a  small- 
ish brand,  and  rarely  more  than 
$500,000  for  a  big-name  item.  On  a 
national  brand,  an  ad  budget  of  $1 
million  doesn't  go  very  far,  and  bud- 
gets of  $10  million  to  $20  million  a 
year  are  standard. 

Besides,  a  recent  study  shows  that 
60%  of  a  consumer's  buying  decisions 
are  now  made  in  the  store.  Once  in 
the  store,  the  consumer  is  confronted 
with  a  bewildering  variety  of  choices. 
The  typical  chain  store  stocks  over 
20,000  items — up  40%  fi-om  only  five 
years  ago.  A  dowdy  package  simply 
vanishes  amid  the  clutter. 

Clutter  was  the  problem  facing 
Rayovac,  the  number  three  manufac- 
turer of  batteries.  Brand  loyalty  for 
batteries  is  particularly  weak — 70%  of 
batteries  are  purchased  on  impulse.  In 
such  circumstances,  an  arresting 
package  on  the  shelf  is  key. 

Three  years  ago  Rayovac's  market- 
ing head,  Judith  Pyle,  gave  the  pack- 
age redesign  job  to  Marc  Rosen  Asso- 
ciates, a  New  York- based  perfume 
bottie  and  package  designer.  Pyle  had 
worked  with  the  Rosen  people  while 
at  Revlon  and  Elizabeth  Arden. 

Rosen  took  Rayovac's  lightning 
bolt  logo  and  made  it  far  more  vivid. 
Then  it  changed  the  brand's  color 
scheme  from  gold  and  black  to  neon 
blues  and  fire-engine  reds.  Why?  Be- 
cause the  old  package  was  quite  simi- 
lar to  Duracell's  and  Eveready's  black 
and  yellow.  Rayovac  knew  it  had  to 
stand  out.  Since  then,  Rayovac's  mar- 
ket share  has  jumped  from  12.7%  of 
the  roughly  $1.7  billion  market  in 
1990  to  16.6%  last  year.  In  the  first 
five  months  of  1992  Rayovac  was  up 
to  a  17.8%  share.  Eveready's  and  Dur- 
acell's shares  have  fallen,  even  though 
they've  outspent  Rayovac  in  advertis- 
ing by  a  wide  margin. 

As  with  batteries,  so  with  wine. 
Sutter  Home  Winery,  a  family-run 
winemaker  in  Napa  Valley,  Calif, 
wanted  mass-market  consumers  who 
typically  buy  jug  wines  to  trade  up  to  a 
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'One  test  of  how  'global' 
insurance  brokers  are  is 
how  local  they  are.  But  it's 
not  the  toughest  one." 


David  Olsen,  Chairman  and  CEO  of 
Johnson  &  Higgins,  on  responsiveness: 

Global  companies  want  their  insurance 
and  risk  management  professionals  to  be  on 
call  wherever  they  do  business. 

That  could  be  any  place  from  Bangkok  to 
Brussels  to  Budapest,  oreven  Belo  Horizonte 
If  you  can't  help  multinationals  locally,  then 
claiming  to  be  "global"  won't  help  you. 

When  a  company  puts  J&H  to  a  specific- 
city  test,  we're  able  to  answer,  "Yes,"  over  200 
times.  And  if  they're  counting  countries,  the 
answer  is  over  50. 

But  the  toughest  test  comes  when  a 
company  asks,  "What  assures  us  of  global 
coordination?  We  don't  need  black  holes." 

Two-thirds  of  the  top  U.S.  multinationals 
and  a  growing  list  of  European  and  Pacific  Rim 


companies  liked  our  answer  well  enough 
to  become  clients. 

It's  simply  this:  J&H  is  the  American 
broker  that  put  the  first  South  American 
network  together. 

And  the  first  European  network,  today's 
UNISON. 

And  the  first  Pacific  Rim  network. 

Nobody  tops  our  forty  years  of  experience 
in  making  networks  work  for  clients. 

City  by  cit>'.  Country  by  countn^. 
Hemisphere  by  hemisphere. 

But  more  importantly,  person-to-person. 


JOHNSON 
JSlOIGGINS 

Innovation  Driven  by  Experience. 


A  Partner  In 

lNiS#N 


HISKANDINSURANCEMANAGEMENTSERVICES   EMPLOYEE  BENEFIT  CONSULTING  WORLDWIDE. 
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world. 


The  Peninsula 

Hong  Kong 

Share     The     Expekience 


Tollfree  (8001  223  6800 
Tollfree  (800)  323  7500 
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Tollfree;  (8001  223  5652 


MARKETING 


You  Don't  Get  To  Be 

75  Without  Doing 

Somethirg  Right. 

Take  It  From 

A  93  Year-Old. 

We  congratulate  Forbes  on  75  years  of  excellence. 


LEGG 
MASON 


Lcgg  M.isc)n  Wood  W.ilker,  Inc. 
Mcmher  Uvw  York  Stock  Fxcli.ingi',  Inc. 
Mi'iiiIhtSH'C 


Advising  Investors  Since  1899. 


Rayovac's  packaging  transformation 
New  market  share:  17.8%  vs.  12.7%. 


$4.50  varietal.  Pushing  a  new  brand 
wasn't  easy  when  Safeway  supermar- 
kets typically  stock  500  different 
wines.  Fine  wine  at  afair  price  was  the 
message,  but  with  an  ad  budget  of  less 
than  $1  million,  sending  that  message 
through  mass  media  was  out. 

So  the  company  focused  on  label- 
ing. The  San  Francisco  design  firm  of 
Landor  Associates  reduced  the  size  of 
the  logo  and  increased  the  size  of  the" 
red  seal  that  acts  as  a  quality  symbol 
on  the  bottle.  This  made  the  label, 
look  less  generic  than  it  had  previous- 
ly, heightening  the  fine  wine/fair 
price  message.  Subtle,  but  effective. 
In  the  first  six  weeks  following  the 
redesign,  sales  of  Sutter  Home's 
white  zinfandel  spiked  15%,  and  they 
are  still  going  strong.  "We're  more 
visible  and  we  have  more  immediate 
impact  on  the  shelf,"  says  Alex  Mor 
gan,  vice  president  for  marketing. 

Marketers  have  long  paid  lip  service 
to  the  idea  of  package  design  as  a  sales 
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^Q^"^  Introducing  The  Dreyfus 


Growth  and  Income  Fund. 

This  Fund  seeks  to  provide  long-term 
investors  with  high  growth  and  current  income. 


Dreyfus  Growth  and  Income  currently  pursues 

this  goal  by  building  a  portfolio  consisting  mainly 

of  growth  and  dividend  producing  stocks  as  well  as 

convertible  securities.  And  by  using  a  flexible  investment 

strategy.  For  example^  while  the  Fund  could  be  substantially 

invested  in  stocks  during  a  bull  market^  it  could  switch  into  cash 

or  debt  securities^  when  it  may  be  advantageous  to  do  so. 

•  No  sales  load  •  Low  $2,500  minimum  investment 
•  24  hour  fund  information  and  transaction  service. 

For  more  complete  information,  including  management  fee,  charges  and  expenses, 
obtain  a  Prospectus  by  calling  toll  free.  Please  read  it  carefully  before  you  invest  or  send  money. 

1-800-373-9387 

^■M^^  Ask  for  Extension  4691 

J^reyfus 

Growth  and  Income  Fund,  Inc. 

PC.  Box  3498,  Camden,  NJ  08101 

Net  asset  value  and  investment  return  fluctuate.  Dreyfus  Service  Corporation,  Distributor. 
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Sutter  Home's  subtle  label  change:  smaller  logo,  bigger  sea 
White  zinfandel  sales  jumped  15%  in  the  first  six  weeks. 


booster.  But  in  reality,  package  design 
was  always  something  of  an  after- 
thought. Cooking  up  a  flashy  ad  cam- 
paign or  promotion  gimmick  always 
looked  more  glamorous.  That  may  be 
changing.  There  are  no  hard  figures 
to  measure  the  level  of  redesign  activi- 
ty, but  Edwin  Rice,  a  principal  at 
Landor  Associates,  reports  that  the 
life  span  of  the  typical  package  has 


shrunk  from  eight  to  ten  years  a  de- 
cade ago  to  three  to  five  years  today. 
Says  Rice:  "People  are  asking,  'What 
can  we  do  to  take  greater  advantage  of 
packages,  which  are  truly  litde  ads  on 
the  shelves?'  " 

Just  such  questions  prompted  Ja- 
pan's Kao  Corp.  to  rework  the  pack- 
aging of  its  Jergens  hand  and  body 
lotions.  The  brand,  number  two  in 


the  U.S.  to  Unilever's  Vaseline  Inten- 
sive Care  lotion,  had  a  trusted  name 
among  consumers,  but  Kao  wanted 
the  lotions  to  look  more  expensive, 
like  a  department  store  offering  (see 
photos,  p.  474).  So  it  replaced  the  old, 
yellow,  long-necked  package  with  a 
modern  white  obelisk  to  give  Jergens 
a  sleek  look.  Since  the  new  botdes  hit 
the  shelves  a  year  ago,  sales  are  up 


At  Home  Around  The  World 

For  more  than  a  century,  the  H.J.  Heinz  Company  has  been  an  international  purveyor  of  healthful, 
nutritious  food  products.  Today,  Heinz  satisfies  a  world  of  tastes  with  more  than  3,000  varieties  of 
processed  foods,  reaching  every  age  and  appetite  on  six  continents. 

Recognized  as  an  industry  leader  and  environmental  advocate,  Heinz  has  earned  the  trust  and 
confidence  of  consumers  worldwide.  From  the  grocery  shelf  to  the  foodservice  counter, 
Heinz  is  preferred. 


Whatever  the  country  or  the  culture,  the  brands  of  Heinz  hold  to  the  highest  standards  of 
pure,  wholesome  nutrition.  At  home  around  the  world,  Heinz  brings  the  best  to  every  meal. 
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"WE  MADE  IT  IMPOSSIBLE 
TO  JOIN.  THAT'S  WHY  EVERY 
HOTEL  WANTS  TO  GET  IN. " 


There  are  over  300,000 


hotel  must  first  possess 


hotels  and  resorts  in  the         outstanding  credentials. 


applicants  survive  this  ordeal. 
Yes,  our  standards  are 


world.  But  at 


present  only 

105  have  achieved 

Preferred  membership. 

•Regrettably,  most 
hotels  don't  come  close 
to  even  qualifying. 

To  be  considered  for 
Preferred  membership  a 


Then  it  must  submit  to       high.  Some  would  say  that 
two  surprise  inspections        they're  too  high.  But  to  our 

in  which       wayofthinking,whena  hotel 

displays  the  Preferred 
plaque,  it  must  be 
a  hotel  which  even 
most  discrimi- 
nating Mraveler  would 
overfall  others.  It 

sent  the  best 
ury  travel, 
travel 
a  Prefer- 
evaluated  on  more  red  hotel  or  resort  \where 

than  900  different  criteria,      you  plan  your  next \visit. 


Fewer  than  10%  of  all 


Hotels  &  Resorts 
AVoridWide 


Or,  if  you  would  like  a 
directory  listing  of  all  105 
Preferred  Hotelsf  call 
1-800-237-7254. 


el992  Preferred  Hotels"  &  Resorts  Worldwide.  All  rights  reserved. 
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The  new  Jergens  obelisk  look 
Lotion  sales  are  up  by  30%. 


30%,  to  an  estimated  $90  million. 

Are  there  times  when  changing  a 
familiar  package  can  hurt  a  product? 
There  are.  Familiarity  can  be  reassur- 
ing. Witness  what  happened  when 
cosmetics  and  consumer  goods  giant 
Revlon  reformulated  and  repackaged 
its  popular  Flex  shampoos  and  condi- 
tioners three  years  ago.  The  old  bot- 
ties  came  in  the  standard  clear  sham- 
poo cylinder.  Revlon  gave  them  a  bit 
of  glitz  with  sharp  angles  and  an 
opaque  tint.  Neat,  right.'' 

Wrong.  The  new  Flex  was  a  flop.  It 
turns  out  consumers  liked  the  dull, 
clear  botties  precisely  because  they 
could  see  what  was  inside.  The  new 
bottles  made  them  suspicious.  In 
1990  Revlon's  revenues  dropped  6%, 
largely  because  of  declines  in  Flex 
sales.  Revlon  has  since  been  trying  to 
fix  the  Flex  flop  by  going  back  to  the 
original  packaging,  but  recovering 
from  such  a  basic  mistake  can  be 
difficult.  Last  year  Flex's  market  share 
was  still  falling.  It's  now  at  4%,  com- 
pared v^th  an  8%  share  in  1985. 

In  the  batde  for  the  consumer,  a 
package  might  be  an  advocate  or  an 
adversary.  But  it  is  now  very  much  a 
part  of  the  marketing  plan.  ^M 
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To  turn  around  slipping  U.S.  sales,  Mercedes-Benz 

launches  a  new  advertising  campaign: 

"The  ad  agencies  told  us  to  loosen  up  and  get  a  life." 

Mercedes 
human  face 


Last  February  Marvin  Sloves,  head 
of  ad  agency  Scali,  McCabe,  Sloves, 
stood  before  1 5  top  brass  from  Mer- 
cedes-Benz and  made  his  pitch  for  the 
luxury  automaker's  U.S.  advertising 
business.  With  a  $100  million  ac- 
count at  stake,  Sloves  pulled  out  all 
the  stops.  In  a  hushed  tone,  he  de- 
scribed the  cabaret  act  of  Vallentin,  a 
legendary  German  clown  of  the  Wei- 
mar Republic. 

On  a  pitch-black  stage,  Vallentin 
would  drop  to  his  knees  and  search  in 
vain  in  the  small  circle  of  a  single 
spodight,  looking  for  a  lost  set  of  keys. 
After  a  few  minutes,  a  helpfiil  police- 
man would  join  the  search.  "Are  you 
sure  this  is  where  you  lost  them?"  the 
cop  would  ask.  Actually,  Vallentin 
would  reply,  he  had  lost  them  in  the 
darkest  corner  of  the  stage.  So  why 
look  under  the  light?  "Because,"  Val- 
lentin would  explain,  "that's  where 
the  light  is." 

Now  Sloves  got  to  the  point.  For 
nearly  20  years  Mercedes  had  stuck 
with  its  brusque  ad  slogan,  "the  best- 


engineered  car  in  the  world."  But 
today's  car  buyers  found  that  aloof 
and  intimidating.  Mercedes  needed  a 
warmer  and  more  approachable  im- 
age. Said  Sloves:  "I  told  them  we  were 
going  to  move  the  light  and  find  what 
they'd  lost." 

Based  on  Sloves'  pitch,  Scali,  to- 
gether with  its  subsidiary,  the  Martin 
Agency,  won  the  account.  Starting  in 
late  August,  viewers  will  see  Merce- 
des' new  light. 

Among  the  images  they  will  see  are 
a  father  toasting  his  daughter  on  her 
wedding  day  as  he  gives  her  a  new 
Mercedes;  a  little  boy  transfixed  by 
the  sight  of  an  old  Mercedes  "gull- 
wing"  model;  and  a  current  owner's 
flashback  to  a  there-but-for-the- 
grace-of-Mercedes  accident.  The  cur- 
rent owner  explains  why  she  buys 
Mercedes — to  protect  her  kids,  not  to 
impress  the  neighbors. 

Hardly  seismic  on  the  advertising 
cuddle-meter.  But,  for  a  company 
that  has  always  considered  itself  the 
ultimate  embodiment  of  stern,  Teu- 


Have  you  hugged 
'  your  road  tod^? 


40()K  VK 


The  warmer,  fuzzier  Mercedes-Benz  campaign 
A  big  shift  froflfi  stem,  Teutonic  values. 
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We  weren't  always  old 
and  conservative. 

We  used  to  be  young 
and  conservative. 


Trendsetters,  we're  not.  But  the  investment  policy  we've  had  for 
the  past  147  years  has  apparently  become  all  the  rage  of  late.  Being 
on  the  safe  side  is  in.  Buttoned  down  is  cool. 
How  could  our  founders,  seated  around  a  table  in  1845, 
have  predicted  the  financial  climate  of  the  early  1990s? 
The  answer  is  simple.  They  knew  that  the 
future  would  hold  bad  times  as  well  as  good. 
And  that  a  life  insurance  company,  by  its 
very  nature,  had  a  responsibility  to  its 
customers  to  weather  the  storms. 
So  they  laid  dowm  a  conservative  investment 
philosophy,  one  that  we  have  adhered  to  ever 
since,  through  thick  as  well  as  thin. 
As  a  result,  we're  happy  to  report  that  even  in 
these  topsy-turvy  times,  95%  of  the  bonds  in  our 
portfolio  are  investment  grade.* 

If  this  is  the  price  we  pay  for  being  set  in  our 
ways,  we  don't  mind  one  little  bit.  For  more 
information  on  any  of  our 
products  and  services,  call 
your  New  York  Life 
agent  or  1-800-695-4331. 


The  Company  You  Keep! 


1992  New  York  Life  Insurance  Company  and  New  York  Life  Insurance  and  Annuity  Corporation,  51  Madison  Avenue,  New  York,  N.Y. 
10010.  All  rights  reserved.  *As  of  December  31,  I99I;  mcludes  the  bond  portfolios  of  New  York  Life  Insurance  Company  |NYLIC)  and  its 
subsidiary.  New  York  Life  Insurance  and  Annuity  Corporation  |NYLLAC),  managed  by  New  York  Life  Insurance  Company.  NYLIC  has  $42,750 
billion  in  assets  and  $2,620  bilhon  in  surplus;  NYLLAC  has  $1 1.613  billion  in  assets  and  $0..S91  billion  in  surplus. 


MARKETING 


A  new,  human  touch 
Promoting  safety 
as  a  core  value  for 
Mercedes  buyers. 


tonic  values,  it's  a  big  shift.  "Wc  never 
had  people  hugging  their  kids  be- 
fore— call  it  a  catharsis,"  says  Albert 
Weiss,  general  manager  of  marketing 
communications. 

Adds  another  Mercedes  marketing 
executive:  "All  the  ad  agencies  who 
competed  for  the  account  told  us  to 
loosen  up  and  get  a  life."  Mercedes 
people  found  that  the  old  image  was 
more  than  a  little  off-putting.  "Peo- 
ple would  come  into  the  showroom 
and  ask,  'Is  it  okay  if  I  sit  in  the  car?'  " 
says  Alan  Feldman,  chairman  of  the 


Mercedes  National  Dealer  Council. 

No  question,  Mercedes  had  a  real 
problem.  The  company's  U.S.  sales 
have  been  in  a  slump.  While  the  dollar 
fell  against  the  German  mark,  Mer- 
cedes prices  crept  upwards. 

At  the  same  time,  Nissan's  Infiniti 
and  Toyota's  Lexus  came  on  the  mar- 
ket, luxury  cars  at  prices  lower  than 
Mercedes'.  Sales  tumbled  from 
78,375  in  1990  to  58,868  last  year.  In 
1986,  its  peak  year,  Mercedes  sold 
99,314  cars. 

Mercedes  does  not,  however,  in- 
tend to  count  solely  on  developing  a 
fiizzier,  warmer  image.  Hence  the 
new  theme:  "Sacrifice  nothing."  Says 
Martin  Agency  creative  director  Bill 
Westbrook,  "The  internal  voice  still 
says,  'This  is  the  finest  vehicle  God 
put  on  this  earth,  thank  you.'  "  And 
one  of  the  most  expensive:  $69,400 
for  the  300SE,  the  cheapest  of  Merce- 
des' new  superswanky  S-class  cars. 
The  top-of-the-line  600SEL,  with  its 
402hp  V-12  engine  and  cellular  tele- 
phone, carries  a  heart-stopping 
$127,800  sticker. 

The  new  commercials  still  stress 
three  themes  that  Mercedes  folks  rev- 
erendy  call  "core  values":  the  car's 
record  for  pioneering  safety  features, 
its  longevity  and  its  resale  value. 

"Sacrifice  nothing"  also  knocks 
Mercedes'  rivals  by  suggesting  that 
anything  else  is  second-best.  But  the 
message  is  subtle — almost  arrogantly 
so.  "You're  never  going  to  see  an  ad 
that  talks  about  our  brakes  versus 
their  brakes,"  says  Martin  Agency's 
Westbrook.  "We  walk  a  fine  line  be- 
tween warming  up  the  brand  and 
imposing  on  its  dignit)'." 

But  Scali  and  Martin  can't  ignore 
the  cost  factor — which  is  one  of  Mer- 
cedes' major  problems — and  so  they 
helped  devise  a  three-year  lease  pro- 
gram, dubbed  the  "win/win"  lease. 
The  ads  trumpet  low  payments  with 
such  headlines  as  "It's  like  discover- 
ing that  ice  cream  is  good  for  you." 
They  splashed  the  total  leasing  cost 
across  the  page — a  departure  from  the 
usual  tactic  of  simply  listing  the 
monthly  payment.  "Nobody  thought 
of  that  before,"  says  Feldman,  who 
also  owns  Jaguar  and  BMW  dealer- 
ships. Both  companies  have  since 
launched  their  own  versions  of  the 
Mercedes-style  lease. 

As  for  Mercedes.>   Sales  through 


July  stood  at  39,593  cars,  up  almost 
20%  from  the  same  period  last  year. 
The  "win/win"  program  helped 
push  leases  up  from  40%  to  55%  of 
total  sales. 

Isn't  the  lease  program  a  kind  of 
price-shaving?  Yes.  "This  is  the  same 
exact  thing  as  the  kind  of  incentives 
GM  offered  to  move  cars,  it's  just  that 
no  luxurv'  car  importer  really  did  it 
before,"  says  Mercedes  dealer  Feld- 
man. "We've  got  to  start  playing  the 
game."  -J.L.  ^ 


Mercedes'  subtle  message 
Knocking  rivals  by 
suggesting  that  anything 
else  is  second-best. 
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HERE'S  WHAT  IT  COSTS  TO  TAP  INTO  THOUSANDS  OF  THE  MOST 
HIGHLY  MOTIVATED,  WELL-TRAINED  WORKERS  IN  AMERICA: 


ZERO. 


This  year  nearly  150,000  men  and  women  will  leave 
the  Army  for  the  civilian  work  force.  According  to  a 
national  survey,  they'll  bring  with  them  the  qualities  9  out 
of  10  employers  look  for.  Things  such  as  self-discipline, 
motivation,  and  leadership. 

The  Army  Career  and  Alumni  Program  ( ACAP)  can 
help  your  business  tap  into  this  pool  of  well-trained  workers. 


CALL 


1 


8    0    0 


By  entering  your  company  on  our  computerized  data  base, 
soldiers  all  over  the  world  can  match  their  training  with 
your  company's  needs. 

Find  out  how  the  Army  Career  and  Alumni  Program 
can  work  for  your  business.  Call  the  toll-free  number  1-800- 
445-2049.  It  could  be  the  most  cost  effective  business  call 
you  ever  make. 


4    4    5 


2    0    4    9 


ARMY    CAREER    &    ALUMNI     PROGRAM 
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Reform  is  stirring  in  the  product  liability  jungle. 
But  the  trial  lawyers  are  fighting  it,  tooth  and  claw. 

High  noon 


By  David  Frum 

To  UNDERSTAND  how  the  U.S.  tort 
system  works,  consider  the  case  of  the 
"defective"  tractor.  Back  in  1976  a 
Pennsylvania  farm  manager  named 
John  Newlin  bought  a  front- end  skid 
loader  from  International  Harvester. 
The  tractor  came  equipped  with  a  roll 
bar,  but  the  farmer  asked  the  dealer  to 
have  it  removed  so  the  machine  could 
go  through  his  low  barn  door.  In  a 
freak  accident,  one  of  Newlin's  em- 
ployees turned  the  machine  over  and 
was  killed.  His  widow  sued — not 
Newlin,  not  the  dealer — but  Interna- 
tional Harvester,  claiming  that  the 
tractor  was  a  defective  product  be- 
cause it  didn't  have  a  roll  bar.  And,  of 
course,  the  widow  won. 

Many  American  businessmen  can 
tell  a  similar  story  because  many 
American  businessmen  have  suffered 
a  similar  lawsuit.  According  to  the 
Rand  Corp.'s  Institute  for  Civil  Jus- 
tice, some  17,000  U.S.  companies 
were  lead  defendants  in  product  li- 
ability lawsuits  between  1974  and 
1986.  Liability  insurance  costs  in  the 
U.S.  are  15  times  greater  than  in 
Japan  and  20  dmes  greater  than  in 
Europe.  Entire  industries,  such  as  the 
light  aircraft  industry,  have  been  vir- 
tually extinguished  by  the  fear  of 
product  liability  lawsuits.  Between 
1974  and  1990  the  number  of  prod- 
uct liability  cases  filed  in  federal  court 
jumped  by  nearly  12  times;  state  cases 
have  likely  multiplied  even  faster. 

This  month  the  U.S.  Senate  will  at 
last  vote  on  a  law,  S.  640,  the  Product 
Liability  Fairness  Act,  meant  to  intro- 
duce some  gentle  checks  on  defective 
product  lawsuits.  A  similar  bill,  H.R. 
3030,  has  162  cosponsors  in  the 
House  of  Representatives.  But  Jack 
Brooks,  the  powerfiil  Texas  Demo- 
crat who  chairs  the  House  Judiciary 
Committee,  has  been  more  successful 
than  his  Senate  counterparts  in  pre- 
venting the  bill  from  coming  to  a 
vote.  Not  that  the  Senate's  pro-law- 


suit faction  has  done  so  badly: 
They've  stalled  product  liability  re- 
form for  almost  12  years  now. 

The  blocking  tactics  on  behalf  of 
the  litigation  lawyers  have  been  led  by 
Senator  Ernest  Hollings  (D-S.C.) — 
who,  no  coincidence,  was  a  trial  law- 
yer himself.  Unfortunately  for  tort 
reform,  Hollings  is  now  chairman  of 


Senator  Ernest  Hollings 
Opposed  to  tort  reform. 


the  Senate  Committee  on  Com- 
merce, Science  &  Transportation, 
through  which  product  liability  legis- 
lation must  pass.  But  as  the  legal 
horror  stories  have  accumulated,  it 
has  become  more  and  more  difficult 
for  the  litigation  industry  and  its 
friendly  politicians  to  deny  the  Ameri- 
can people  some  relief  from  the  extor- 
tion practiced  upon  them  by  sections 
of  the  bar. 

The  bill  would  subject  the  product 
liability  law  of  the  states  to  a  single  set 
of  national  standards.  Even  diehard 
states'  rights  advocates  like  Senator 
Strom  Thurmond  (R-S.C.)  have 
come  to  accept  the  necessity  for  some 
sort  of  uniformity  of  product  liability 
law  in  a  country  where  the  average 
state  exports  more  than  70%  of  its 
products.  The  National  Governors' 
Association  is  on  record  supporting 


uniform  national  product  liability 
standards. 

What  would  the  Senate's  product 
liability  law  do?  Among  other  things: 

■  Put  pressure  on  both  plaintiffs  and 
defendants  to  accept  reasonable  set- 
tiements.  For  instance,  if  you  turn 
down  a  setdement  and  fail  to  do 
better  at  trial,  you'll  be  obliged  to  pay 
the  other  side's  attorney  fees. 

■  Set  uniform  national  standards  for 
punitive  damages,  currentiy  governed 
by  a  hodgepodge  of  state  common 
laws.  Under  the  new  law,  manufactur- 
ers and  sellers  would  be  liable  for 
punitive  damages  o«/y  if  their  conduct 
manifested  "conscious,  flagrant  indif- 
ference to  the  safety  of  those  persons 
who  might  be  harmed  by  a  product." 

■  Severely  limit  what  lawyers  call 
"several"  liability.  As  it  is,  if  a  plaintiff 
wins  a  $1  million  lawsuit  against  three 
small  companies,  each  of  them  30% 
responsible,  and  one  big  company, 
which  is  just  10%  responsible,  he  can 
collect  the  entire  $1  million  from  the 
big  company — which  then  is  sup- 
posed to  act  as  a  collection  agency 
against  the  smaller  ones.  In  practice 
this  has  meant  that  companies  that 
have  sold  relatively  small  quantities  of 
asbestos  products  are  being  held  lia- 
ble for  much  of  the  multibillion-dol- 
lar  damages  assessed  against  the  in- 
dustry's bankrupt  or  reorganized  gi- 
ants, such  as  Johns-Manville,  now 
Manville  Corp. 

■  Forbid  injured  workers  to  sue  ma- 
chinery makers  if  the  machinery  is 
more  than  25  years  old. 

Predictably,  the  bill's  opponents, 
like  Pamela  Gilbert,  acting  director  of 
Ralph  Nader's  Public  Citizen  group, 
complain  that  the  bill  "is  intended  to 
benefit  manufacturers  of  defective 
products  at  the  expense  of  the  victims 
of  those  products."  High-minded 
stuff.  But  the  case  of  the  Sheridan 
embossing  presses  illustrates  who 
really  benefits  from  the  present  state 
of  U.S.  product  liability  law. 

In  1985  Harris  Corp.,  a  maker  of 
semiconductors  and  office  equip- 
ment, was  sued  by  a  young  Pennsylva- 
nia print  worker.  The  worker's  hand 
had  been  caught  and  crushed  in  a 
book  cover  embossing  machine  made 
in  the  1890s  by  the  T.W.  &  C.B. 
Sheridan  (xx  of  New  York.  Back 
then,  the  machine  had  been  powered 
by  steam  and  operated  by  a  foot  pedal : 
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We're  AMBAC. 

And  we  back  the  bonds  that  build  the  schools,  the  libraries  and  even  the  city 
■       1 1    I  D    ^^^^^  ^"  towns  and  cities  throughout  America.  The  fact  is,  more  than 
^^X  \J  |\    one  third  of  all  the  insured  general  obligation  municipal  bonds  issued 
^^^^i    ALA  |"T"k   A  Clv  IT    during  the  past  ten  years  have  been  insured  by 
V^V^/Vl/Vll    I  lYltl  >(    I      AMBAC.  But,  then,  you'd  expect  that  kind  of 

leadership  from  the  people  who  founded  the  municipal  bond 
insurance  industry. 

At  AMBAC,  we're  beginning  our  third 
decade  of  commitment  to  America.  Which 
means  helping  secure  our  country's  future  by  assisting  in  the  rebuilding  of  the  physical 
systems  that  support  basic  public  services. 

We're  also  strongly  committed  to  the  municipal  bond  industry  To  the  investor 
as  well  as  the  issuer 

Because  while  AMBAC's  commitment  starts  with  America's  towns  and  cities, 
it  doesn't  end  there. 


TO  AMERICA 
STARTS  HERE. 


AMBAC  Indemnity  Corporation 

One  State  Street  Plaza,  New  York,  NY  10004 

(212)668-0340 


JOY  is  that  rare  bouquet 

of  10,400  jasmine  flowers  and  28  dozen  roses 

that  never  needs  watering  and  never  dies. 


A  gift  of  JOY  de 
Jean  Patou  is  always 
warmly  received. 


Q/a/^j^/^)enu& 


^r  Comforting  news 
■for  cautious  investors. 


If  you're  interested  in  a  sensible  investment  that  offers  a  competitive 
yield  without  high  risk,  you  can  take  comfort  in  Twentieth  Century 
U.S.  Governments.  This  no-load  fund  invests  only  in  high-quality, 
short-maturity  securities  of  the  U.S.  government  and  its  agencies, 
and  offers  yields  that  have  been  consistently  higher  than  money 
market  fund  returns  over  the  past  five  years.* 

For  more  complete  information  about  Twentieth  Century 
U.S.  Governments,  including  charges  and  expenses,  call  today 
for  a  free  prospectus.  Please  read  the  prospectus 
carefully  before  investing. 


1-800-345-2021 

*  There  will  be  some  fluctuation  in  the  share  price 
of  U.S.  Governments. 


P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


_   FBS 


No -Load  Family  of  Funds 


.  l'J92  iwciilinlil.nliirv'- 


Step  on  the  pedal  once,  and  the  em- 
bossing stamp  came  down  once.  In 
the  90  years  since,  one  or  another  of 
the  machine's  owners  had  attached  an 
electric  motor  to  the  machine,  so  that 
once  it  was  turned  on,  the  stamp 
crashed  down  again  and  again.  Sheri- 
dan^s  slow  but  predictable  machine 
had  been  turned  into  a  crunching 
monster.  The  owner  had  also  stripped 
away  the  machine's  original  safety 
guards  so  that  book  covers  could  be 
fed  in  faster. 

When  the  inevitable  accident  hap- 
pened, the  injured  worker  collected 


Senator  Jay  Rockefeller 

A  leading  champion  of  S.  640. 


his  money  from  workers'  compensa- 
tion. Then  his  lawyers  went  looking 
for  someone  to  sue.  Pennsylvania's 
workers'  compensation  law  prevent- 
ed them  from  suing  the  employer, 
who  was  in  any  case  a  small  and 
unlucrative  target.  Instead,  they 
found  Harris,  which  had  bought 
Sheridan  in  1964.  They  won 
$687,000— of  which  the  injured 
worker  received  just  an  estimated 
$187,000. 

So  whose  interests  is  Public  Citizen 
really  defending.''  Not  those  of  the 
workers  of  Pennsylvania.  Yes,  one  in- 
jured guy  won  the  tort  lottery,  al- 
though he  kept  less  than  a  third  of  his 
prize.  But  the  employers  of  all  the  rest 
have  been  told  to  go  ahead  and  run 
unsafe  shops,  and  to  send  the  legal 
bills  to  the  manufacturer  of  what  was 
originally  perfectly  safe  equipment. 
Harris  is  now  involved  in  37  similar 
suits  concerning  modified  Sheridan 
printing  machinery.  So  long  as  they 
arc  covered  by  workers'  compensa- 
tion laws,  or  are  too  small  to  be  worth 
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Congratulations 

and 

Best  Wishes 

for  tlie 

Future 


FAYEZ     SAROFIM     &     CO 

TWO   HOUSTON  CENTER,   SUITE  2907 
HOUSTON,   TEXAS   770I0 


PHONE  (713)  eSA  ^ABA 
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suing,  America's  print  shops  can 
crunch  workers'  hands  without  fear. 
And  without  cost,  since  the  second 
item  deducted  from  the  plaintiffs 
award — after  lawyers'  fees,  of 
course — was  the  money  needed  to 
reimburse  the  state's  workers'  com- 
pensation system,  a  sum  that  would 
otherwise  have  been  assessed  against 
the  employer.  That's  what  Ralph  Na- 
der's group  is  defending  when  it  de- 
fends the  litigation  status  quo. 

Cases  like  Harris'  are  not  freak  oc- 
currences. Richard  Neely,  a  justice  of 
the  West  Virginia  Court  of  Appeals, 
last  year  told  the  Senate  Commerce 
Committee  that  America's  state 
courts  are  engaging  in  a  "competitive 
race  to  the  bottom"  in  product  cases. 
Each  state,  Neely  suggests,  wants  all 
the  others  to  have  the  most  pro- 
defendant  product  liability  law  so  as 
to  protect  that  state's  manufacturers 
from  other  states'  plaintiffs.  At  the 
same  time,  each  state  would  like  to 
maintain  a  pro-plaintiff  environment 
at  home  in  which  local  plaintiffs  can 
win  against  out-of-state  defendants. 
This  is  especially  true  for  the  22  states 
in  which  some  or  all  judges  must  face 
election — and  seek  campaign 
contributions. 

This  "free-rider"  problem  is  very 
similar  to  the  temptation  to  levy  dis- 
criminatory taxes  against  out-of-state 
companies — something  the  Supreme 
Court  began  stepping  on  nearly  200 
years  ago. 

So  it's  not  surprising  that  the  small- 
er states  are  seeking  national  action. 
Liberal  Senator  John  D.  Rockefeller 
rV  (D-W.Va.)  has  emerged  as  the 
Senate's  leading  champion  of  product 
liability  reform,  along  with  Senators 
Robert  Kasten  Jr.  (R-Wis.)  and  John 
Danforth  (R-Mo.).  (Perhaps  it's  also 
that  Senator  Rockefeller  is  rather  less 
in  need  of  contributions  from  the 
60,000  members  of  the  American 
Trial  Lawyers  Association  than  some 
of  his  colleagues.)  But  not  every 
small-state  senator  is  on  the  side  of 
reform:  Senator  Alan  Simpson 
(R-Wyo.),  another  former  trial  law- 
yer, is  one  of  Senator  Rollings'  most 
reliable  Republican  allies. 

Some  sort  of  tort  reform  may  now 
be  inevitable,  but  you  can  expect  the 
trial  lawyers  to  use  all  their  consider- 
able clout  and  money  to  fight  it  every 
inch  of  the  way.  Hi 


When  you  hear  politicians  prattling  about  "access" 
to  education  or  health  care  or  anything  else, 
watch  your  purse. 

Verbal  fraud 


BY  THOMAS  SOWELL 
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Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Political  rhetoric  and  bombast 
during  an  election  year  are  among  the 
unavoidable  hazards  of  life,  much  like 
mosquitoes  or  nausea.  However, 
some  special  words  have  a  special 
dishonesty  that  strains  the  limits,  even 
in  a  political  year. 

"Access"  is  one  of  the  magic  politi- 
cal words  that  can  make  personal  re- 
sponsibility disappear  into  thin  air. 
Almost  never  is  access  at  issue  in  cases 
where  the  word  "access"  is  used. 

Whether  the  issue  is  the  individ- 
ual's "access"  to  medical  care  or  a 
Third  World  country's  "access"  to 
modern  technology,  the  issue  that  is 
evaded  by  this  word  is  what  people 
choose  to  do  with  their  access. 

Lack  of  "access"  to  modern  tech- 
nology is  not  the  problem  in  much  of 
the  Third  World.  India  has  as  much 
access  to  modern  technology  as  any 
other  country.  Indeed,  many  of  the 
highly  trained  people  in  both  medical 
and  computer  technology  in  the 
United  States  are  from  India. 

Altogether,  there  are  more  than  a 
quarter  of  a  million  people  from  India 
in  high-level  scientific,  professional, 
technical  and  managerial  positions, 
living  in  countries  scattered  around 
the  world.  In  many  cases,  government 
policy  and  social  practices  in  India 
make  it  difficult  for  them  to  use  their 


talents  and  pursue  their  careers  in 
their  homeland. 

Since  the  educated  classes  in  India 
already  read  English,  they  have  access 
to  the  whole  vast  scientific,  technical 
and  other  literature  available  to  En- 
glish-speaking people  all  over  the 
planet.  If  a  non-English-speaking 
country'  like  Japan  could  absorb  Brit- 
ish and  American  technology  in  the 
19th  century,  India  cannot  be  said  to 
lack  "access"  in  the  20th. 

In  a  world  with  large-scale  interna- 
tional student  exchanges,  multina- 
tional corporations  and  international 
capital  markets,  few  (if  any)  countries 
lack  access  to  modern  technolog)^ 
Many  cannot  or  do  not  choose  to 
become  technologically  more  ad- 
vanced because  they  are  unwilling  to 
sacrifice  various  policies,  practices  and 
traditions. 

They  have  every  right  to  make  their 
own  choices  for  their  own  reasons. 
But  those  who  want  them  to  have  the 
effects  of  modern  technology,  with- 
out the  causes,  cannot  simply  appeal 
for  international  handouts  on 
grounds  that  these  countries  have 
been  denied  "access"  to  technology. 

It  would  be  farcical  for  Americans 
to  send  to  India  the  same  kind  of 
highly  trained  people  who  are  leaving 
India  because  of  the  country's  own 
policies. 

Similarly,  young  and  healthy  Amer- 
icans who  do  not  choose  to  spend 
their  money  on  health  insurance  can- 
not be  said  to  have  been  denied  "ac- 
cess" to  such  insurance,  much  less  to 
medical  care,  which  is  often  provided 
to  people  without  the  means  to  pay. 
In  academia,  to  apply  the  same  admis- 
sions standards  to  ever^'one  is  equated 
with  denying  "access"  to  minority 
groups — even  though  virtually  every 
individual  from  every  group  is  quali- 
fied to  gain  admission  somewhere 
among  the  3,000  colleges  and  univer- 
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|he  Japanese  have  some  of  the  world's 

most  exacting  quality  standards. 

• 

Perhaps  that  is  why  Japan's  largest  phone  company 

chose  Northern  Telecom  to  create  one  of  the  most 

critical  elements  in  its  network. 
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Technology  the  world  calls  on. 

A  leader  in  digital  communications,  supplying  equipment  in  over  80  countries. 


11992  Northern  Telecom 


All  of  these  securities  have  been  sold.  This  announcement  appears  as  a  matter  of  record  only. 

$100,000,000  '""^"'''' 

Jardine  Fleming  China  Region  Fund,  Inc. 

Common  Stock 


The  undersigned  were  the  underwriters  for  an  offering  of  4,800,000  shares  of  Common  Stock  of  the  Fund. 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Robert  Fleming  Inc. 
Yamaichi  International  (America),  Inc. 


Bear.  Stearns  &  Co.  Inc. 


The  First  Boston  Corporation 
A.  G.  Edwards  &  Sons,  Inc. 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Kidder,  Peabody  &  Co.     Lazard  Freres  &  Co.     Morgan  Stanley  &  Co. 

Incorporated  Incorporated 

Paine  Webber  Incorporated  Salomon  Brothers  Inc 

Kemper  Securities,  Inc. 


Alex.  Brown  &  Sons 

Incorporated 

Goldman,  Sachs  &  Co. 

Oppenheimer  &  Co.,  Inc. 

Wertheim  Schroder  &  Co. 

Incorporated 

Legg  Mason  Wood  Walker 


Dain  Bosworth 

Incorporated  Incorporated 

Piper  Jaffray  Inc.        The  Robinson-Humphrey  Company,  Inc.        Wheat  First  Butcher  &  Singer 

Capital  Markets 

Advest,  Inc.  Robert  W.  Baird  &  Co.  Cowen  &  Company  Crowell,  Weedon  &  Co. 

Incorporated 

Dominick  &  Dominick  First  Albany  Corporation  Interstate/Johnson  Lane 

Incorporated  Corporation 

Janney  Montgomery  Scott  Inc.  Ladenburg,  Thalmann  &  Co.  Inc.  C.  J.  Lawrence  Inc. 


McDonald  &  Company 

Securities.  Inc. 

Stifel,  Nicolaus  &  Company 

Incorporated 

Hamilton  Investments,  Inc. 


Neuberger  &  Berman  Raymond  James  &  Associates,  Inc. 

Brean  Murray,  Foster  Securities  Inc.  First  Manhattan  Co. 


Laidlaw  Equities,  Inc. 


Pennsylvania  Merchant  Group  Ltd 

Seidler  Amdec  Securities  Inc. 


Ragen  MacKenzie 

Incorporated 

Van  Kasper  &  Company 


Parker/Hunter 

Incorporated 

Roney  &  Co. 


Concurrent  with  the  underwritten  offering,  the  undersigned  acted  as  Agents  in  connection  with 

a  "reasonable  efforts  "offering  of  2, 000, 000  shares  of  Common  Stock  to  investors  purchasing  shares 

with  a  minimum  aggregate  purchase  price  of  $1,000,000. 

Jardine  Fleming  International  Inc.        Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Yamaichi  International  (H.K.)  Ltd. 


sides  in  the  country,  with  their  widely 
varying  requirements. 

Many  alcoholic  or  drug- addicted 
women  may  not  bother  to  get  prena- 
tal care  when  they  are  pregnant.  But 
this  does  not  mean  that  they  are 
denied  "access"  to  such  medical  care 
or  that  "society"  is  to  blame  when 
infant  mortality  rates  are  high 
among  irresponsible  mothers.  Nor  is 
it  at  all  clear  that  prenatal  care  is  the 
crucial  factor,  rather  than  irresponsi- 
ble behavior. 

In  a  very  family-oriented  group  like 
Mexican  Americans,  the  infant  mor- 
tality rate  is  slighdy  lower  than  among 
whites,  even  though  Mexican  Ameri- 
can women  receive  even  less  prenatal 
care  than  do  black  women.  In  another 
very  family- oriented  group,  Chinese 
Americans,  the  infant  mortality  rate  is 
half  what  it  is  among  whites. 

Perhaps  nowhere  has  cause-and- 
effect  been  stood  on  its  head  more 
often  than  in  discussions  of  housing — 
and  especially  in  discussions  about 
how  everyone  needs  "access"  to  de- 
cent housing.  The  theme  that  slums 
are  "nurseries  of  crime"  was  a  com- 
mon one  among  social  reformers  a 
century  ago.  But  there  has  been  a 
hundred  years  of  experience  to  the 
contrary  since  then. 

When  brand-new  public  housing 
projects  rapidly  become  crime  cen- 
ters, just  as  the  buildings  themselves 
quickly  degenerate  into  slums,  then 
the  direction  of  causation  is  clearly 
the  opposite  to  what  the  social  re- 
formers have  assumed.  Again,  the 
problem  is  not  lack  of  "access"  but 
what  one  chooses  to  do  with  that 
access. 

Desperate  attempts  to  turn  cause - 
and-effect  on  its  head,  both  domesti- 
cally and  internationally,  reflect  in 
part  an  unwillingness  to  face  painftil 
realities.  Increasingly,  however,  more 
than  mushy  thinking  is  involved. 
Many  of  those  who  promote  this  vi- 
sion are  much  more  savvy  than  those 
who  believe  it. 

With  the  growth  of  both  domestic 
and  international  bureaucracies  act- 
ing as  conduits  for  vast  sums  of  tax- 
payers' money,  the  idea  that  more 
"access"  is*  needed  serves  the  prag- 
matic purpose  of  loading  the  public 
with  guilt  that  belongs  elsewhere,  as  a 
prelude  to  reaching  deeper  into  the 
public's  pockets.  ^ 
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ISN'T  IT  TIME  YOU  GOT  FLEXIBLE? 


If  you  have  been  considering  diver- 
sifying your  financial  portfolio  in  a 
bond  investment,  isn't  it  time  you  got 
Flexible? 

Janus  Flexible  Income  Fund  can 
provide  you  with  income,  invest- 
ment flexibility  cind  diversification. 

Most  fixed  income  funds  are  posi- 
tioned to  invest  in  one  type  of  bond. 
Janus  Flexible  Income  Fund  is  differ- 
ent-it's flexible.  Investing  in  a  vari- 
ety of  income  categories,  Janus 
Flexible  Income  Fund  finds  the 
best  values  for  you  and  diver- 


sifies your  investment  among  fixed 
income  assets  and,  to  a  lesser  extent, 
equity  assets. 

As  economic  conditions  change,  so 
do  the  holdings  in  Janus  Flexible 
Income  Fund  by  investing  in  assets 
selected  for  the  highest  total  return.* 

Take  a  look  at  a  different  kind  of 
income  investment.  Call  1-800-525- 
8983  Ext.  409  for  a  prospectus  con- 
taining more  complete  information. 

Please  read  the  prospectus  care- 
fully before  you  invest. 
It's  time  you  got  Flexible. 


JANUS  FLEXIBLE  INCOME  FUND 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  ExL409 

*Per  Lipper  Analytical  Services,  Inc.,  Janus  Flexible  Income  Fund's  average  annual  total 
return  for  the  one-year  period  ending  June  30, 1992  was  19.22%  and  8.80%  for  the  life  of  the 
Fund  from  July  7, 1987  to  June  30, 1992.  Adviser  reimburses  a  portion  of  the  Fund's  expenses, 
but  reserves  the  right  to  change  the  level  of  reimbursement.  Without  the  reimbursement, 
average  annual  total  returns  would  have  been  approximately  18.81%  for  one  year  and  7.90% 
for  the  life  of  the  Fund.  Past  performance  does  not  guarantee  future  results.  Your  return  and 
share  price  will  vary  and  may  be  worth  more  or  less  at  redemption  than  at  purchase. 

YES  ■  I  would  like  to  know  more  about  Janus  Flexible  Income  Fund!     Send  to: 

Janus  Funds 

P.O.  Box  173375  ■ 

Denver,  CO  80217-3375  ■ 

1-800-525-8983 

Ext.  409 
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Janus  Funds  are  no-load  mutual  funds. 
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Don't  buy 
life  insurance 
until  you  call 
1-800-552-3553. 

There's  a  new  kind  of  insurance: 

•  NO  Sales  Loads 

•  NO  Surrender  Charges 

•  High  Inunediate  Cash  \klue 

•  Tax-deferred  Interest 

•  Full  Cost  Disclosure 

•  Direct-to-Consumer  Service 

Barron's,  The  Wall  Street  Journal, 
Money,  and  others  say  it's  important 
to  know  about  Low-Load  Universal  Life 
from  Ameritas  Life,  a  105-year-old 
mutual  company. 

Call  today  for  your 
free  personal  proposal. 
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Not 

Available  In 
NY  ME,  DC 


An  Ameritas  Company 
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TRAINING 
COSTS 

DOWN  TO 
ZERO? 
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PAGE  477 
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Virtual  reality  was  a  hacker's  plaything 
a  few  years  ago.  Now  it's  about  to  turn 
into  an  industrial  tool. 

Applied 
reality 


By  David  C.  Churbuck 

Construction  crane  operators 
make  $31  an  hour  because  their  job  is 
unnaturally  difficult.  A  crane's  con- 
trol levers  are  extremely  complicated, 
and  it  takes  years  for  an  operator  to 
become  proficient.  Isn't  there  some 
simpler  way  to  control  the  machinery? 
Something  as  natural  as  turning  a 
wheel  to  steer  a  car.> 

Last  year  David  Sturman  was  work- 
ing on  his  doctoral  thesis  at  the  Mas- 
sachusetts Institute  of  Technology's 
Media  Lab  in  Cambridge.  On  the 
way  to  the  office,  he  paused  at  a 
construction  site,  watching  a  crane 
operator  working  the  control  le- 
vers. Inspired,  he  designed  a  system 
that  controls  a  crane  with  the  help  of 
a  Dataglove,  a  computer  appliance 
developed  by  virtual  reality  scientists 
(Forbes,  Feb.  5,  1990).  The  glove, 
fitted  with  a  position  sensor  and  fiber- 
optic cables,  allows  the  crane  operator 
to  move  a  load  with  hand  movements 
similar  to  the  hand  signals  that  con- 
struction workers  use  to  communi- 
cate with  crane  operators. 

Sturman  invited  some  of  the  crane 
operators  from  the  construction  site 
into  his  lab  to  try  out  his  model  crane. 
Says  Sturman,  now  working  for  Video 
Systems,  a  company  developing  com- 
puter animation  applications  in  Paris: 
"They  said  it  worked  better  than 
some  of  the  crane  operators." 

Sturman's  gadget  isn't  yet  available 
on  any  Caterpillar  equipment,  but 
something  like  it  could  very  well  be 
within  a  few  years.  Virtual  reality,  the 
expensive  videogame  of  1990,  is  now 
a  practical  art. 

At  Boeing,  engineers  are  research- 
ing the  use  of  virtual  reality  systems  in 
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Tactile  feedback  at  MIT 

ABOVE: 
Motor-driven 
wiggling  joystick 
RIGHT: 

Dataglove-controlled  crane 
Margaret  Minsky's  "Sandpaper"  sys- 
tem puts  the  texture  of  a  computerized 
object  into  a  joystick  and  thus  into  the 
user's  hand.  David  Sturman's  gadget 
translates  hand  signals  into  crane 
movements.  Thumbs  up  lifts  the  load.  A 
pointing  gesture  swings  the  boom. 


the  design  of  experimental  aircraft. 
Military  research  on  virtual  reality 
controls  is  going  on  at  the  Naval 
Ocean  Systems  Center  in  Kaneohe, 
Hawaii,  and  the  Wright- Patterson  Air 
Force  Base  in  Dayton,  Ohio,  vpl  Inc., 
a  Foster  City,  Calif,  company  that  did 
more  than  any  other  to  popularize 
virtual  reality,  is  getting  into  factory 
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controls. 

Jaron   Lanier, 
scribes  a  system  h 
Japanese    constrii 
"The  purpose  of 
overcome  two  pr< 
erate  machinery 
conditions  and  h< 
pool  of  expert  opt 

VIM.  chairman,  de-    , 
lis  firm  built  for  the    ■ 
iction    firm    Fujita:    ' 
"  the  system  was  to 
;)blems:  how  to  op- 
in  limited  visibilitx' 
DW  to  use  a  limited 
:rators  while  getting    1 
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the  maximum  use  of  systems  around 
the  world.  Rather  than  fly  the  experts 
around,  you  use  a  telepresence  system 
to  bring  the  experts  to  the  site.  The 
system  was  a*  spraying  device  used  in 
enclosed  spaces.  As  soon  as  the  spray- 
ing began,  a  cloud  of  material  ob- 
scured the  work  site,  so  a  computer 
image  of  the  site  is  superimposed." 


Even  if  the  expert  sprayer  were  willing 
to  stand  in  the  room  being  sprayed, 
that  is,  he  couldn't  see  what  he  was 
doing.  VPL  has  also  built  a  telepres- 
ence system  for  a  Silicon  Valley  semi- 
conductor manufacturer  to  manipu- 
late silicon  wafers  in  a  clean  room. 

Bechtel,  the   San  Francisco  con- 
struction and  engineering  firm,  had 


its  engineers,  with  help  from  research- 
ers at  the  University  of  Texas,  rede- 
sign a  Grove  pipe  crane  that  was 
awkward  to  use.  The  machine  was 
controlled  by  an  operator  manipulat- 
ing seven  levers  while  suspended  in  a 
basket  from  the  machine's  arm.  The 
engineers  came  up  with  a  battery- 
operated  remote  control  that  has  only 
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Futuristic  cranes 
Bechtel,  with 
help  from  the 
University 
of  Texas,  added 
virtual  reality 
controls  to  this 
pipe  lifter,  so 
it  could  be 
mastered  by 
an  untrained 
operator. 
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two  levers.  Timothy  Killen,  an  engi- 
neering manager  at  Bechtel,  foresees  a 
day  when  construction  sites  will  con- 
tain a  fleet  of  construction  machines 
with  computerized  remote  controls. 
Operators  sitting  in  a  van  filled  with 
computers  and  monitors  would  put 
together  huge  structures  as  if  they 
were  Lego  pieces. 

Beth  Marcus,  president  of  Exos 
Corp.,  a  Woburn,  Mass.  manufactur- 
er of  equipment  for  the  rehabilitation 


of  disabled  patients,  predicts  a  market 
in  medicine.  "The  medical  field  is 
perfect  for  the  use  of  this  technolo- 
gy," Marcus  says.  "In  surgical  train- 
ing a  cadaver  is  not  a  good  simula- 
tion. A  surgeon  needs  to  know  what 
he  is  feeling,  and  3-D  simulations 
just  can't  do  that  today.  If  a  surgeon 
could  take  his  tools  and  be  able  to 
cut  and  feel  the  difference  between 
veins,  bones  and  muscles,  it  would 
make  all  the  difference." 


There's  the  rub.  How  can  a  virtual 
reality  system  deliver  a  sense  of  touch.^ 

In  the  most  basic  virtual  reality 
systems,  a  user  manipulates  abstract 
objects  by  touching  them  with  a  dis- 
embodied hand  floating  in  space.  The 
user  moves  his  hand;  sensors  in  a 
glove  pick  up  the  movements  and 
translate  them  into  commands  that 
control  what  is  going  on  in  a  visual 
display.  Quite  adequate  for  a  video 
game.  But  the  real  world  needs  virtual 
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Further 


With  every  forward  step 

into  the  world 

marketplace,  you  expect 

greater  success,  better 

solutions.  Not  a  different 

set  of  problems. 

So  you  look  for  a  global 

communications  partner 

who  has  been  there,  who 

has  managed  cultural, 

compliance,  currency,  and 

language  issues.  One 

company  who  makes  it 

all  happen,  while  you 

take  care  of  the 

business  at  hand. 

BT"  has  a  globJ 

presence  that  our 

competition  can't  match. 

The  TYMNETP  Global 

Network  (TGN),  with  the 

I      largest  market  share 

among  U.S.  value-added 

networks,  supports  Global 

Network  Services  (GNS*') 

that  reach  90%  of  the 
world's  business  centers  in 
more  than  100  countries. 
Half  of  Europe's 
multinationals  use 
our  services. 
GNS  links  your 
international  divisions. 
Then  we  monitor  and 
support  those  links  world- 
wide, bill  in  one  currency, 
and  offer  a  portfolio  of 
applications — a  single- 
vendor  solution  that 
makes  your  life  easier. 


Staying  W%  Cbser 


When  BT  is  there  for 
your  global  communi- 
cations program,  you  have 
a  consulting  partner  who'll 
help  plan  your  network. . . 
customize  and  simplify. . . 
make  sure  everything 
plugs  in  where  it  should 
at  locations  worldwide. 
If  you  want,  we'll  manage 
it  end-to-end. 
But  we  know  that 
partnership  goes  beyond 
just  making  things  work. 
It  means  understanding 
your  business  strategies 
and  corporate  culture. . . 
tailoring  solutions  to  meet 
your  challenges,  matching 
our  global  technology  to 
your  local  needs.  Helping 
you  go  further  with  your 

business,  and  stay 

closer  to  your  customers. 

Before  you  take  the  next 

step,  call  1-800-872-7654 

(US)  or  1-800^74-7654 

(Canada)  for  more 

information  and  our  Going 

Further  Staying  Closer 

brochure. 

Global  Network  Services 

ExpressLANE" 

Frame  Relay 

Videoconferencing 

EDI*Ner 

BT  Messaging  Services 

Electronic  Transaction 

Services 


I  British  Telecommunications  pic  1992        2025-205B 
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Beth  Marcus,  president  of  Exos 
Putting  feel  into 
an  artificial  hand. 


reality  to  move  objects — objects  that 
are  too  hazardous,  heavy,  distant  or 
delicate  to  be  moved  by  hand.  And  for 
precise  maneuvers,  the  virtual  reality 
systems  need  a  sense  of  touch.  They 
must  feed  back  information  about  the 
object's  texture  or  mass.  If  something 
like  Sturman's  invention  is  going  to 


be  used  to  operate  a  backhoe,  for 
example,  it  has  to  signal  when  the 
bucket  has  hit  a  boulder  and  won't  go 
any  farther. 

"People  learn  the  dynamics  of  sys- 
tems through  touch,"  says  Kenneth 
Salisbury,  a  principal  research  scientist 
in   mechanical    engineering   at  Mil'. 


"Even  an  operator  of  an  earth-mov- 
ing machine  gets  some  feedback — 
from  the  hydraulic  system  forcing 
back  on  the  controls." 

Researchers  at  the  University  of 
North  Carolina,  the  University  of 
Utah  and  mix  are  trying  to  fill  in  the 
tactile  missing  link.  One  approach  uses 
tiny  switches,  made  from  a  "shape 
memory"  nickel-titanium  alloy,  that 
flex  when  heated  and  return  to  their 
original  position  when  cooled.  When 
these  sensors — known  as  tactors — are 
sewn  into  a  virtual  realit}'  glove,  they 
can  be  stimulated  with  current  to  cause 
them  to  press  on  the  fingertips. 

Paul  Cutt,  vice  president  of  Xten- 
sory  Inc.,  a  Scotts  Valley,  Calif,  firm, 
says  that  when  an  array  of  tactors  is 
placed  over  each  fingertip,  the  wearer 
can  detect  edges  of  artificial  objects. 
Most  shape  memory  systems  use  the 
tactors  simply  to  inform  the  user,  via  a 
buzzing  sensation,  that  contact  with 
an  object  has  been  made.  Next:  pro- 
ducing the  illusion  of  texture. 

One  system  that  has  made  that  next 
step  is  a  force  feedback  joystick  devel- 
oped by  researchers  at  the  University' 
of  North  Carolina  and  mit,  among 
them  Margaret  Minsky,  daughter  of 
Marvin  Minsky,  the  famous  artificial 
intelligence  theorist.  Minsky,  a  doc- 
toral candidate  at  mit's  Media  Lab, 
uses  a  motor-controlled  joystick  that 
can  mimic  the  texture  of  an  object 
displayed  on  a  graphics  terminal.  If 
the  object  is  bumpy,  the  joystick  wig- 
gles in  the  user's  hand  as  he  directs  a 
cursor  over  the  surface. 

Artificial  touch  could  take  comput- 
er-aided design  a  step  beyond  the  3-D 
images  displayed  on  a  terminal,  says 
Bryan  Lewis,  manager  of  IBM's  Virtual 
Worlds  in  Hawthorne,  N.Y.  Why  not 
let  the  designer  pick  up  an  imaginary 
telephone  handset  or  power  drill  be- 
fore building  an  expensive  prototype.^ 

Other  commercial  applications  of 
artificial  touch  have  focused  on  the 
disabled.  TeleSensory  Inc.,  a  Moun- 
tain View,  Calif,  company,  markets 
the  Opticon,  a  scanner  that  the  blind 
can  mcwe  over  an  image  or  printed 
page,  which  then  raises  a  physical 
image  using  piezoelectric  pins  on  a 
fingertip  tactor. 

A  toy  goes  commercial.  We  ha\e 
seen   this  before.    Remember  when 
the  personal  computer  was  for  hob 
byists  only?  WM 
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Software  Captaia 


CA9()s 


CA  5  Computing 
Architecture 
For  The  90s. 


Holland  America  Line  recently 
arrived  at  the  ultimate  destination. 

It  was  recognized  as  the 
"World's  Best  Cruise  Line."  A  dis- 
tinction earned  through  more  than 
a  century-old  tradition  of  excel- 
lence. And  outstanding  use  of  IS 
technology. 

"Ever  since  our  first  ship 
crossed  the  Atlantic  in  1873,"  says 
President  Lanterman, 
"customers  have  always 
been  the  focus  of  every- 
thing we  do.  And  today, 
CA's  software  solutions 
help  us  serve  our  cus- 
tomers better  than  any 
other  cruise  line  in  the  world'.' 

Holland  America  "lives  on"  one 
of  CA's  most  advanced  database 
management  systems,  CA-IDMS,® 
and  a  broad  range  of  CA  systems, 
business  and  PC  applications 
which  help  them  run  a  very  tight 
ship.  Their  IS  expenses  run  "less 
than  half"  the 
industry  norm. 

"WithCA, 
we  have  a  rela- 
tionship that 
transcends  the 
products,"  states 
Lanterman. 
"Their  people  lis- 
ten. They  know 
our  business.  They're  a  software 
partner  we  can  count  on  as  we 
enter  the  most  competitive  decade 
we've  ever  faced." 
Anything  else? 
"Full  speed  ahead." 

(gpMPUTUC 

Software  superior  by  design. 

©  Computer  Associates  International,  Inc., 
One  Computer  Associates  Plaza,  Islandia,  NY  11788-7000. 
1-800-CALLCAI.  All  product  names  referenced  herein 
are  trademarks  of  their  respective  companies. 
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The  PC's  great  strides  in  power,  speed  and 
compactness  are  about  to  hit  a  brick  wall. 

Meltdown 


By  Jeffrey  Young 

Why  are  car  engines  so  bulky?  Waste 
heat.  An  engine's  displacement, 
which  is  some  measure  of  the  size  of 
the  power  plant  inside,  is  only  about  a 
gallon.  But  the  fundamental  laws  of 
thermodynamics  dictate  that  as  much 
attention  be  devoted  to  the  elimina- 
tion of  waste  heat  as  to  the  pistons 
that  provide  the  power. 

Those  same  laws  are  now  encroach- 
ing on  a  very  different  kind  of  engine, 
namely,  the  microprocessor  that  pow- 
ers a  desktop  computer.  Semiconduc- 
tor designers  can  do  wonders  in  com- 


pressing a  lot  of  power  into  a  small 
space.  Intel  has  squeezed  1.2  million 
transistors  onto  its  486  chip,  and  the 
thing  screams  along  at  66  megahertz 
(million  cycles  per  second).  In  doing 
so,  it  spews  out  heat,  more  than  can  be 
easily  vented  out  of  the  computer 
with  the  usual  fan.  Unvented,  the  heat 
builds  up  and  kills  the  transistors.  To 
protect  its  chips  and  its  reputation, 
Intel  insists  that  computer  makers  put 
in  adequate  fans. 

"You  can't  break  the  laws  of  physics 
and  thermodynamics,"  explains  Rob- 


Flomerics  heat 
model  showing  the 
inside  of  a 
computer  (top)  and 
the  same  computer 
ten  seconds  after 
its  fans  are  turned 
off  (bottom) 
A  fever 
addles  the 
microprocessor. 


ert  Moffat,  professor  of  mechanical 
engineering  at  Stanford  University'. 
"No  matter  how  great  an  engineer 
you  are,  if  you  put  electrical  energy 
into  a  device,  it  has  to  come  out  as 
either  work  or  heat." 

Since  semiconductors  don't  do  any 
worTc,  in  the  mechanical  sense  of  turn- 
ing a  car's  wheels,  the  heat  that  has  to 
be  spirited  away  is  exactly  equal  to  the 
electrical  consumption  in  the  chip. 
Cart  off  I  watt  less  than  that  and  the 
temperature  spikes.  Intel's  coming  P5 
chip  is  said  to  be  generating  up  to  15 
watts  in  a  pre-release  version.  Intel's 
not  talking,  but  this  may  have  a  lot  to 
do  with  the  company's  decision  in 
July  to  delay  introduction  of  the  P5 
until  next  year. 

Makers  of  mainframes  and  super- 
computers have  been  producing  wa- 
ter-, helium-  and  other  fluid-cooled 
processing  units  since  the  mid-1970s. 
But  pumps  and  fan  belts  are  a  bit 
much  for  the  desktop,  so  engineers 
have  come  up  with  other  schemes. 
The  simplest  device  is  a  heat  sink,  this 
being  the  term  for  something  that 
drains  away  waste  heat  as  if  it  were 
sewage  going  down  a  pipe.  A  heat  sink 
doesn't  look  like  a  sink,  though.  It 
looks  more  like  a  radiator. 

Thermalloy,  a  Dallas-based  subsid- 
iary of  the  British  firm  Bowthorpe, 
Pic,  has  introduced  a  device,  resem- 
bling a  bed  of  nails,  that  clips  onto  the 
top  surface  of  a  microprocessor  chip 
to  radiate  heat  away,  hg&g's  Wake- 
field Engineering  division  in  Wake- 
field, Mass.  sells  similar  radiators. 

The  sinks  are  finding  their  way  into 
66-megahertz  486  desktop  comput- 
ers sold  by  such  companies  as  Evercx 
Systems.  However,  these  passive  units 
may  not  be  good  enough  for  the  next 
generation  of  processor  chips.  Now 
Thermalloy  has  added  a  tiny,  1 .5-inch 
electric  fan  to  the  assembly.  Some 
high-end  desktop  machines  capitalize 
on  the  Peltier  effect,  the  fact  that  a  pair 
of  dissimilar  metals  turns  into  a  heat 
pump,  with  a  cool  side  and  a  hot  side, 
when  an  electric  current  is  passed 
through.  IceC^ap  Technologies  in 
Santa  Clara,  Calif  sells  these  minia- 
ture refrigerators  for  about  $100. 

"The  threshold  for  trouble  in  semi- 
conductor devices  is  at  frequencies 
around  50  megahertz  and  transistor 
densities  over  a  million,"  says  Profes- 
sor Moffat.  Severe  overheating  causes 
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1992  MINOLTACOfiPCRA'KifJ 


You  Too  Can  Raise  Your  Level 
Of  Productivity. 


And  it  can  happen  overnight.  (Provided,  of  course, 
that  you  purchased  a  Minolta  EP  8602  Pro  Series  Cop- 
ier the  day  before.)  This  is.  after  all,  the  copier  that 
was  rated  the  most  productive  in  iis  class'  by 
Thomas  A.  Minnella,  a  leading  independent  analyst.* 

With  good  reason.  It  produces  60  copies  per  min- 
ute, comes  with  a  20-bin  stapler/sorter,  gets  50,000 
copies  between  toner  refills  and  has  a  6 1  %- 1 64%  zoom. 

What's  more,  Minolta's  remarkable  S.M.A.R.T.  system 
automatically  contacts  your  service  rep  at  the  mere 
hint  of  trouble. 

Clearly,  the  EP  8602  will  do  wonders  for  your  pro- 


ductivity. (And  remember,  those  who  increase  their 
productivity  stand  the  best  chance  of  ruling  the  roost.) 
For  more  Information,  and  your  own  copy 
of  Minnella's  32-point  productivity  analysis,  call 
1-800-9-MINOLTA. 


•Author  of  The  Copier 
Productivity  Primer 


PRO  SERIES  COPIERS 


ONLY  FROM  THE  MINDS  OF  MINOLTA 


MINOLTA 
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ABOVE; 

Thermalloy  heat  sink; 
President  William  Jordan 

LEFT: 

Deluxe  heat  sink, 

with  fan 

Will  clonemakers  spring 

for  the  extra  $10? 


a  meltdown;  the  chip  stops  dead  and 
its  plastic  packaging  smokes.  But  less- 
er problems  are  more  treacherous. 
First  the  chip  starts  to  run  slower. 
Next,  overheated  electrons  jump  the 
tracks,  producing  logic  or  data  errors. 
The  microprocessor  can  catch  only 
some  of  these  errors.  The  user  may 
never  notice  them — until  the  com- 
puter prints  a  bank  balance  as 
S45%0.@T 

"Every  10-degree-centigrade  rise 
above  operating  range  means  a  halv- 
ing of  the  mean  time  between  fail- 
ures," says  William  Jordan,  an  engi- 
neer and  president  of  Thermalloy. 
"That's  an  invisible  problem  to  most 
users  until  their  machines  fail  in  three 
years  rather  than  six." 

"The  problem  is  in  the  fragmenta- 
tion of  the  PC  business,"  complains 
Lewis  Paceley,  marketing  manager  for 
Intel's  mid-1990s  P6  chip.  "It's  the 
mom-and-pop  shops,  the  ones  who 
buy  boards  from  here,  drives  from 


there,  chassis  from  a  third  supplier, 
who  don't  take  heat  into  account. 
Buy  the  cheapest  fan  you  can  find,  put 
it  wherever,  and  call  the  issue  solved. 
It's  a  nightmare  for  us." 

A  Thermalloy  pin-fin  costs  only  $2 
in  quantity.  But  the  model  with  fan 
runs  $12,  and  it  remains  to  be  seen 
whether  manufacturers  of  the  cheap- 
est clones  will  spring  for  it  as  they  scale 
up  to  the  fastest  chips. 

Digital  Equipment's  new  Alpha 
chip  throws  oflT  30  watts.  A  Digital 
spokesman  denies  industry  rumors 
about  plans  for  a  water  jacket.  A  heat 
sink  and  an  off-the-shelf  fan  will  suf- 
fice, he  insists. 

Computer  builders  that  are  consci- 
entious pay  several  thousand  dollars 
for  soft^vare  that  uses  thermodynam- 
ics and  fluid  dynamics  to  model  heat 
flows  in  electronics  components.  Flo- 
merics,  a  small  British  company,  sells 
such  a  program  to  designers  of  super- 
computers and  telephone  gear. 


So  far,  few  personal  computer  de- 
signers have  bothered  with  heat  soft- 
ware. But  they  will  soon  have  to. 
"The  P5  is  hot  enough  to  fi^'  eggs," 
says  Norman  Choy,  marketing  man- 
ager at  Everex. 

Problems  for  Intel  mean  opportu- 
nity' for  others.  Advanced  Micro  De- 
vices, quick  to  take  advantage  of  the 
situation,  has  had  great  success  with 
its  386-based  clone  chips  in  portables, 
whose  cramped  confines  are  condu- 
cive to  overheating.  AMD's  chips  can 
be  easily  powered  down  without  los 
ing  data  when  the  processor  is  not  in 
use.  But  while  AMD  claims  no  need  for 
thermal  management  in  its  386  line, 
it,  too,  is  confronting  the  problem  in 
its  next  generation  of  486  clones. 

The  ultimate  solution  may  be  to 
redefine  the  computer.  "It  is  time  for 
a  new  breakthrough,"  says  Moflat. 
"Light  can  work  at  much  lower  power 
levels.  Optical  computers  will  be  the 
next  frontier."  ^ 
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I  Remember  Ma 


David  Potter,  CEO 
Source,  Inc. 


T'S  BEEN  OVER  10  years. 
But  I  remember  clearly  when 
•  you  could  get  all  your  telephone 
equipment  support  from  a  single  company, 
Whatever  else  it  was,  it  sure  was  secure. 


But  in  the  90's,  the  manufacturers  are 
falling  all  over  each  other  to  get  out  of 
the  product  support  business.  Their  hot 
button  is  selling  new  equipment. 

So  who  do  you  call? 

Meet  your  new  phone  company:  SOURCE. 
And  welcome  back  the  security  of  added-value 
product  support. 

The  security  of  fast  parts  replacement.  All 

makes,  all  models  from  SOURCE'S  huge 
computer-tracked  inventory  of  over  25,000 
different  units. 

The  security  of  SOURCE  quality.  Millions 
invested  in  lab  facilities  and  technical  staff 


mySomCE 
"  Should  be 
a  Name  that 
Rii^saBeU 
withYou* 


back  our  industry's  strongest 
warranty. 

The  security  of  SOURCE 
professionals.  On  hand  24  hours  to 
keep  your  system  up. 

All  that,  plus  Source's  objectivity 
that  comes  with  being  an  independent. 

It's  no  wonder  that  big  volume  telecom 
departments  and  service  companies  rely 
on  Source  inventory  and  barcoding  to 
save  on  warehousing  costs. 


Call  today  for  your  free  copy  of 
How  to  Save  the  Phones  in  the  90's. 

1'800»624'6348 


Why  is  Source  doubling  in  size  every  three 
years?  Because  we  remember.  We  remember 
who  we're  in  business  to  serve. 


SO,  NOW  WE  CAN  all  forget  about  Ma.  Just 
you  remember  there's  only  one  SOURCE.  For  all 
the  bells  and  whistles. 


Sane  the  BhoHet? 

SBUMi 


Willi    VIkill     ■hlllWill.V 
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Semng  up  data 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


3-^ 


Richard  A,  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
connpany  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


Even  in  computing,  revolutions  take 
a  while.  For  the  last  few  years  more 
and  more  companies  have  been  trying 
to  use  platoons  of  small  computers  to 
do  the  work  of  larger,  far  more  expen- 
sive ones.  The  downsizing  hasn't  hap- 
pened as  fast  as  its  most  ferx'ent  fans 
predicted.  After  all,  the  makers  of 
minicomputers  and  mainframes  still 
have  one  edge.  More  so  than  makers 
of  small  computers,  they  have  the 
software  customers  need  and  the  per- 
sonnel and  experience  to  sell  and  sup- 
port their  products. 

But  the  tides  of  technology  are 
moving  inexorably  in  favor  of  the 
small  systems,  and  now  individual  in- 
vestors can  ride  one  of  the  waves, 
superservers. 

The  superserver  is  a  new  category  of 
system  that,  for  networking  jobs,  of- 
fers the  data  storage  and  performance 
of  minicomputers  at  prices  much  clos- 
er to  those  of  personal  computers. 
Compaq  Computer  was  the  first  to 
the  market,  introducing  its  Systempro 
three  years  ago.  It  remains  the  leader, 
with  more  than  10,000  systems  sold; 
in  its  largest  configuration,  the  model 
has  two  486  microprocessors  and  160 
megabytes  of  semiconductor  memo- 
ry. With  22  gigabytes  of  hard-disk 
storage,  it  would  cost  $125,000. 

But  don't  buy  Compaq  to  play  the 
superserver  trend.  Systempros  are 
only  a  tiny  part  of  Compaq's  business. 
The  greater  opportunit)'  for  investors, 
as  well  as  the  greater  risk,  of  course, 
hes  in  four  tiny  young  companies 
whose  only  business  is  servers:  Auspex 


Systems,  NetFrame  Systems,  Parallan 
Computer  and  Tricord  Systems.  Net- 
Frame  has  just  gone  public;  Tricord  is 
in  the  process  of  going  public. .Ausptx 
and  Parallan  are  private,  although  Au- 
spex is  likely  to  offer  shares  this  fall. 

By  most  estimates,  about  500,000 
network  servers  for  personal  comput- 
ers were  sold  last  year.  Almost  all, 
however,  were  merely  large  PCs,  not 
superservers — defined  as  machines 
with  two  or  more  microprocessors 
and  up  to  256  megabytes  of  main 
memory,  capable  of  transferring  data 
at  a  rate  of  10  to  40  megabytes  per 
second  (versus  2  to  5  per  second  for  a 
typical  PC).  A  t\'pical  server  installa- 
tion today  would  connect  10  to  20 
PCS,  although  some  connect  hun- 
dreds of  machines.  Forecasters  believe 
that  by  1995  annual  sales  of  super- 
servers  could  hit  $2  billion. 

This  vast  potential  market  should 
result  from  four  trends.  One  is  that 
networks  of  personal  computers  are 
becoming  much  bigger,  many  of 
them  too  big  to  be  managed  by  a  large 
PC.  In  addition,  the  number  of  PCs 
connected  to  networks  is  rising  at 
about  20%  annually. 

At  the  same  time,  superservers  are 
beginning  to  play  a  role  in  company- 
wide  data  communications,  taking  on 
some  of  the  work  now  done  by  more 
specialized  devices  known  as  bridges, 
routers  and  smart  hubs.  In  the  future, 
as  the  number  of  portable  computers 
increases,  servers  will  be  needed  to 
keep  them  supplied  with  the  latest 
information,  over  the  telephone  lines 
or  over  the  air. 

The  fourth — and  most  impor- 
tant— trend  is  downsizing:  dumping 
old  minis  and  mainframes.  In  a  recent 
survey  by  the  trade  magazine  Data- 
mation, almost  a  third  of  the  manag- 
ers of  large  computer  sites  said  they're 
beginning  to  install  client/server  sys- 
tems. Of  the  four  server  specialists, 
one,  Auspex,  concentrates  on  ser\'ers 
for  workstations  rather  than  for  per- 
sonal computers  and,  to  date,  it  has 
fared  the  best.  Revenues  at  Auspex 
rose  almost  fourfold  last  year,  to  $50 
million.  The  company  has  been  prof- 
itable for  four  consecutive  quarters. 


The  other  three  companies  are 
making  ser\'ers  for  networks  of  PCs, 
and  have  had  less  auspicious  begin- 
nings. Despite  having  raised  a  collec- 
tive $75  million  in  venture  and  other 
equity  capital,  combined  sales  for 
these  three  outfits  last  year  were  prob- 
ably about  the  same  as  sales  for  Au- 
spex alone. 

But  conditions  are  improving  for 
superservers.  In  July  Compaq  began 
selling  more  reliable  models  that  are 
easier  for  companies  to  operate, 
which,  given  Compaq's  importance 
in  the  corporate  computer  market, 
should  add  credibility  to  server  eft^brts 
generally.  Moreover,  although  ibm 
sells  minicomputers  and  workstations 
for  use  as  servers,  it  has  formed  an 
alliance  with  Parallan,  in  exchange  for 
a  third  of  the  company.  In  effect, 
Parallan,  which  had  only  about  $7 
million  in  revenues  last  year,  becomes 
the  developer  of  superserver  technol- 
ogy for  IBM. 

Auspex  is  diversifying.  Once  a  ven- 
dor of  servers  only  to  companies  that 
use  workstations  sold  by  Sun  Micro- 
systems, Auspex  now  sells  to  custom- 
ers of  Digital  Equipment,  Hewlett- 
Packard,  Next  Computer  and  Silicon 
Graphics.  Indeed,  Sun  customers  to- 
day account  for  only  about  half  ot 
revenues  at  Auspex.  dhc  has  become  a 
distributor  of  Auspex  systems,  and 
Auspex  is  developing  data  storage 
technology  with  IBM. 

At  NetFrame  the  bottom  line  is 
looking  a  little  greener.  The  company, 
made  a  profit  for  the  first  time  in  the 
final  quarter  of  last  year,  although  it 
reported  a  loss  for  1991  as  a  whole.  It 
made  a  small  profit  in  this  year's  first! 
quarter,  however,  and  a  slightly  larger] 
one  in  the  second  quarter.  Sales  ar 
continuing  to  rise  from  quarter  t 
quarter.  Analysts  expect  sales  at  Net 
Frame  to  grow  by  about  65%  this  y^ar 
and  even  more  rapidly  in  1993,  reach 
ing  perhaps  $60  million. 

It  has  been  a  slow  start  for  super 
servers,  partly  because  of  the  recessioi 
in  computers  generally  and  partly  be 
cause  minicomputer  and  mainframe 
companies  are  starting  to  talk  abou 
their  products  as  ser\'ers,  too.  I  an 
convinced,  however,  that  in  super 
servers  are  the  makings  of  a  large 
healthy  company.  At  last  the  nev 
ventures  are  beginning  to  live  up 
my  expectations. 
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Are  your  PCs  holding  you  back? 


Our  motto. 


urprisingly,  over  80%  of  PCs  in  American  industry  are 
'operating  at  a  fraction  of  their  capacity.  They're 
•erforming  just  one  task  at  a  time;  requiring  users  to  work 
1  an  unnatural  fashion. 

And  that  means  the  workers  using  them  are  operating 
t  less  than  their  peak  productivity  These  days,  American 
usiness  can't  afford  that. 

While  other  software  companies 
ave  decided  the  solution  is  to  change 
*e  way  60  million  users  work,  we 
:arted  from  the  premise  that  a 
Productivity  increase'  that  required  a 
"lajor  investment  of  time  and  money  was  an  oxymoron. 
For  instance,  DESQview,  our  multitasking  windowing 
nvironment  allows  users  to  run  several  of  their  favorite 

programs  side-by-side,  saving 
time  and  making  the  process  of 
working  more  natural  and  fluid. 
—  I    Microsoft  Windows  does  many 

"^SBIBM    of  the  same  things,  but  it  does  so 
^^^^Sgl    by  putting  an  enormous  burden 
H^^^^^^^^BI    on  the  computer  itself  Many 
JBb^^SiBI    users  are  forced  to  replace  most 
'    of  their  hardware  and  much  of 
their  software  just  to  use  it. 
That's  clearly  counter-produc- 
tive. Seriously  How  many 
minutes  a  year  would  a  user  need  to  save  to  pay  back  an 
ivestment  of  $1,500  -$2,200  in  new  hardware  and  software? 
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DESQview  multitasks  and 
vindows  programs  on  the  PC: 
raphics  or  text,  DOS  or  Micro- 
soft Windows— side-by-side. 


DESQview  sells  for  under  $200  and  pays  for  itself  quickly 

Memory  limits  are  another  weakness  in  many  PCs. 
QEMM-386  makes  virtually  all  the  computer's  memory 
available  to  productivity  programs  while  allowing  room 
for  network  software,  TSRs       'iiiuu/Cglf 
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and  new  utilities  like  CD- 
ROM  drivers.  Microsoft  DOS 
5  does  some  of  the  same 
things,  but  less  effectively 

Our  QEMM  works  with 
and  improves  MS-Windows 
and  every  DOS  from  3.0  to 
5.0.  It's  the  best  selling 
software  utility  in  the  world. 

Our  new  DESQview/X 
smoothly  brings  PCs  togeth- 
er with  high-end  workstations  under  the  X-Windows 
standard.  You  can  stop  using  PCs  to  do  things  they're  not 
good  at.  Choose  the  best  computer  for  each  task  and  run  it 
from  your  own  PC. 

We  think  our  approach 
is  more  sensible.  Millions 
of  users  apparently  do  too. 
We  simply  add  produc- 
tivity to  the  computers 
you  already  have.  Perhaps 
you  should  look  into 
Quarterdeck  products  for 
your  company's  PCs. 


QEMM  has  won  more  awards  than 

all  other  memory  managers 

put  together. 
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DESQview/X  is  a  new  breakthrough  that 

allows  computers  throughout  your 

enterprise  to  work  together  smoothly. 
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eW2  Quarterdeck  Office  Svslems  PC  Week  Arwlvst  s  Choice  Ligo,  ©Wl  /ill  Commumcilions  Company  I'C  Week  is  a  registered  IraJemark  and  the  PC  Week  Analysl's  choice  logo  is  a  trademark  of  the  Zilf-Davis  Publishing  Companv  Other  trademarks  are  property  ol  their  respective  o 

For  more  information,  contact  Quarterdeck  at  (800)  582-7486,  Ext.  7F1.  Or  see  your  software  dealer: 
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A  user-Mendly 
cairtel 


COMMENTARY  BY  ESTHER  DYSON 
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Esther  Dyson  is  editor  and  publistier  of  the 
newsletter  Release  1.0. 


The  power  is  in  the  network. 

You  have  no  doubt  heard  that  aph- 
orism. It  usually  refers  to  the  shift 
away  from  single  large  computers  to 
networks  of  small  computers.  But  it  is 
true  in  another  sense,  well  illustrated 
by  a  new  venture  called  UniLinx. 

UniLinx  is  a  creature  of  Unix  Sys- 
tem Labs,  a  software  house  specializ- 
ing in  the  Unix  operating  system  and 
related  software.  UniLinx  will  be  a 
sort  of  trade  association  for  vendors  of 
Unix-related  products,  but  it  will  be 
for-profit.  And  instead  of  occupying 
an  imposing  edifice  on  K  Street  in 
Washington,  this  trade  association 
will  occupy  a  computer  network.  Peo- 
ple who  develop,  market  or  consult 
on  Unix  systems  will  use  UniLinx  to 
trade  information  and  promote  their 
products  or  services 

Unix,  of  course,  is  AT&T's  operating 
system,  the  alternative  to  DOS,  Win- 
dows and  various  proprietary'  operat- 
ing systems  (for  large  computers)  that 
are  increasingly  passe.  Computer 
manufacturer  AT&T  spun  out  its  Unix 
effort  into  partly  owned  Unix  System 
Labs  in  order  to  give  it  a  flavor  of 
openness  and  vendor  independence. 

Openness  is  key.  It's  the  essence  of 
Unix's  attraction  as  a  portable,  public 
software  platform.  No  one  company 
controls  Unix;  the  AT&T  subsidiary  is 
one  of  many  firms  selling  Unix-relat- 
ed software. 

But  this  virtue  in  Unix  is  also  a 
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drawback.  The  problem  is  a  lack  of 
coherence;  there's  no  unifying  force 
like  a  Microsoft  to  hold  the  Unix 
market  together. 

Unix  System  Labs  sees  UniLinx  as  a 
cure  for  this  defect.  Some  of  what 
UniLinx  will  offer  will  be  purely  tech- 
nical: fixes  for  software  bugs  or  in- 
structions on  how  to  use  obscure 
pieces  of  sofi^vare,  for  instance.  Some 
will  be  purely  clerical.  Examples 
might  be  knowing  where  to  find  an 
inventor)'  package  designed  for  shoe 
stores  or  an  accounting  package  that 
handles  not  just  Greek  but  Greek 
accounting  rules. 

UniLinx  will  be  a  medium  for  any- 
one selling  Unix  products  or  ser\'ices 
to  promote  and  support  those  items. 
It  should  fiirnish  not  just  textual  in- 
formation but  also  copies  of  software 
for  downloading.  Ultimately,  it 
should  be  able  to  deliver  demonstra- 
tions of  software,  on-line  conferenc- 
ing and  interactive  assistance  for  us- 
ers. (A  customer  could  search 
through  a  branching  menu  of  choices 
or  type  in  a  query,  which  the  comput- 
er would  answer  with  a  database 
search  or  route  to  the  right  expert.) 

UniLinx  will  charge  vendors  a  fee 
to  store  and  deliver  their  digital  bro- 
chures. Separately,  it  will  levy  transac- 
tion fees  for  such  work  as  contacting 
customers,  making  sales  and  deliver- 
ing software.  The  network  is  sup- 
posed to  be  up  and  working  early  next 
year;  initially,  it  will  be  run  from  a 
Unix  server  in  Stamford,  Conn. 

UniLinx  won't  be  picky  about  who 
uses  it.  The  system  will  take  all  com- 
ers. UniLinx's  contribution  will  be 
limited  to  providing  telecommunica- 
tions and  searching  and  fetching  soft- 
ware, although  that  searching  and 
fetching  can  get  quite  complex. 

Each  Unix-oriented  vendor  will 
provide  its  own  information,  either 
aimed  at  a  private  list  of  users  or  sales 
prospects  or  aimed  at  the  general 
computing  public.  One  category  of 


vendor  that  will  probably  give  Uni- 
Linx a  wide  berth  is  distributors  of 
packaged  softAvare.  After  all,  UniLinx 
aims  to  make  the  delivery  (as  opposed 
to  the  content)  of  information  into  a 
commodity  service.  In  fact,  there  are 
few  distributors  of  Unix  software, 
which  is  why  UniLinx  is  needed, 
f  A  network  of  product  literature, 
usage  notes  and  on-line  hand-holding 
would  be  a  real  sales  tool  as  well  as  a 
distribution  channel. 

UniLinx  is  the  joint  brainchild  of 
Roel  Pieper,  chief  executive  of  USL, 
and  Peter  Watts,  chief  executive  of 
Tangent  International  Computer 
Consultants  in  New  York  Cit\'.  Watts 
founded  its  parent.  Tangent  Interna- 
tional Pic,  in  1979  as  a  British  firm 
supplying  custom  mainframe  pro- 
grams; after  a  period  at  another  start- 
up, he  rejoined  it  in  the  U.S.  to  put  it 
into  the  Unix  business. 

When  Watts,  39,  tried  to  sell  the 
UniLinx  idea  to  Unix  System  Labs,  he 
discovered  that  Pieper  was  already 
looking  for  someone  to  implement 
the  same  concept.  Watts  signed  up 
Fujitsu  as  supplier  of  the  telecom- 
munications gear  and  some  of  the 
software.  Note  that  USL,  in  order  to 
emphasize  its  independence  from  its 
corporate  parent,  consciously  avoid- 
ed going  to  AT&T  for  the  equipment. 

London-bred  Watts  is  suited  to  the 
task.  Besides  being  international  and 
entrepreneurial  (this  is  his  fourth  ven- 
ture), he  has  learned  a  lot  about  deal- 
ing with  powerftil  partners,  budget- 
conscious  customers  and  the  whole 
idea  of  selling  computer-based  infor- 
mation. Kinexus,  a  firm  he  founded  in 
1987,  has  the  resumes  of  140,000 
students  and  sells  on-line  access  to 
them  to  potential  employers.  AT&T  is 
one  of  its  bigger  customers. 

The  hitch  with  UniLinx  is  that  it 
won't  give  its  customers  a  competitive 
edge  over  one  another — just  over 
vendors  of  non-Unix  computers  and 
software.  To  be  sure,  IBM,  dec  and 
others  have  their  own  networks  for 
internal  use  and  for  some  resellers. 
But,  at  least  fi)r  a  while,  UniLinx  will 
be  unique  in  its  breadth  and  openness 
to  third  parties. 

It's  no  surprise  that  this  concept 
came  from  a  relatively  obscure  outflt: 
Most  really  radical  new  ideas  do.  This 
one  has  the  technological  potential  to 
disrupt  the  established  order.         ^ 
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MicroAge  and 

IBM®  Personal  Computers: 


MicroAge  and  IBM 
Personal  Computers  stand 

FOR  quality,  integrity,  AND  INNOVATION 

in  America's  computer  industry. . . 

true  American  Values.  Together,  with  pride  in 

our  work  and  our  people,  we  deliver  a  valued  line  of 

products  and  services. 
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IBM®,  now  has  the  most  extensive  hne  of  quahty  products  in  its 
history  —  from  Industry  Standard  Architecture  to  the  premium 
PS/2  MicroChannel®  technology.  And,  today,  with  the  most 
market-competitive  pricing  ever,  you  can  command  the  best 
value  for  your  dollar.  All  IBM  product  hues  are  backed  by  the 
MicroAge  team  of  expert  sales  professionals  and  support  staff. 
They  provide  you  the  added  value  of  technical  assistance,  train- 
ing, and  over  15  years  of  information  systems  support  experi- 
ence to  corporate  America. 

Contact  MicroAge  and  discover  why  IBM  PS/2®  stands  for  true 
American  Values.  Call  (800)  258-1205,  Ext  426. 


fi-j  1992  MCCI.  MicroAge  is  a  registered  trademark  of  MicroAge  Computer  Centers,  Inc.  MicroAge  is  an  inter- 
national sales  organization  of  independently  owned  and  operated  franchlsed.  company-owned  and  affiliated 
reseller  locations  IBM,  PS/2  and  MicroChannel  are  registered  trademarks  of  International  Business  Machines 
Corporation. 


SCIENCE  &  TECHNOLOGY 


Estimates  down, 
stocks  up 


COMMENTARY  BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


Suppose  one  asalyst  after  anotJier 
downgrades  earnings  estimates  on  a 
company,  but  the  company's  stock 
goes  straight  up.  Such  paradoxical 
behavior  affects  a  few  stocks  even' 
quarter.  It  is  a  signal  to  investors  that 
something  special  is  happening.  The 
market  knows  something  that  isn't 
evident  in  the  numbers:  a  rumored 
acquisition,  a  new  product,  some- 
times a  new  president.  The  stock  de- 
mands a  closer  look — especially  if  it  is 
a  technology'  stock  and  the  upward 
move  took  place  in  the  second  quar- 
ter, when  technology'  stocks  were  be- 
ing hammered. 

Molecular  Biosystems  is  one  of 
these  mysterv'  movers.  This  biotech 
company  is  in  the  development  stage, 
with  a  loss  of  $1.3  million  on  June- 
quarter  revenue  of  SI  .6  million.  Since 
there  are  no  product  revenues,  the 
loss  is  no  surprise.  Nor  does  the  cut  in 
the  consensus  forecast  for  the  fiscal 
year  ending  next  March,  from  51  to 
37  cents  a  share,  mean  anything  omi- 
nous. It  largely  reflects  a  decline  in  the 
return  on  the  company's  $65  million 
cash  balance. 

But  why  did  the  stock  gain?  A  new 
product,  the  company's  first,  received 
the  unanimous  recommendation  of  a 
Food  &  Drug  Administration  adviso- 
ry panel  in  midsummer.  It  seems  plau- 
sible the  FDA  will  follow  through  with 
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a  formal  approval  by  the  end  of  the 
calendar  year.  The  product  is  not  a 
medicine;  it  is  an  imaging  medium.  It 
works  somewhat  like  the  familiar 
opaque  dyes  that  X-ray  technicians 
inject  in  patients'  bloodstreams  to 
illuminate  blood  vessels. 

Molecular  Biosystems'  new  con- 
trast medium,  which  is  called  Al- 
bunex,  works  with  ultrasound  rather 
than  X  rays.  It  enables  the  physician  to 
follow  blood  flow  through  the  heart, 
and  is  particularly  helpful  in  visualiz- 
ing the  workings  of  the  left  side  of  the 
heart.  The  technique,  called  echo  car- 
diography, is  currently  performed 
without  a  contrast  medium.  Albunex 
promises  a  sharper  picture.  It  has  no 
competition.  In  the  U.S.  there  are 
50,000  ultrasonic  imaging  systems. 
Last  year  doctors  performed  8.5  mil- 
lion echo  cardiographies. 

Molecular  Biosystems  hopes  to  see 
Albunex  used  to  form  a  clearer  image 
of  the  heart  in  about  20%  of  these 
exams,  producing  net  revenues  of 
about  $50  each.  The  market  has  obvi- 
ously raised  its  sights  for  this  promis- 
ing company. 

Note  that  the  gain  based  on  the 
committee's  recommendation  is  al- 
ready factored  into  the  price  of  the 
stock.  Wait  for  formal  fda  approval 
and  buy  Molecular  Biosystems  then. 
Waiting  for  the  final  word  will  tap  off 
some  of  the  potential  reward — but  it 
will  also  shrink  the  risk  of  a  delayed  or 
otherwise  frustrated  approval. 

The  other  paradoxical  move  was  in 
the  shares  of  Hogan  Systems,  a  peren- 
nially promising  software  company 
that  has  been  under  a  rain  cloud,  for 
one  reason  or  another,  since  the  mid- 
1980s.  Hogan  sells  accounting  soft- 
ware to  large  ($4  billion  deposits) 
banks.  Its  program  for  checking  and 
savings  accounting  is  just  about  the 
best  there  is.  The  arithmetic  is  easy; 
the  management  of  the  databases  and 
the  far-flung  terminals  is  not.  It  is 
estimated  that  BankAmerica,  for  ex- 


ample, must  process  20  million  debits 
and  credits  to  its  checking  and  savings 
accounts  every  day. 

This  is  no  development-stage  com- 
pany. Hogan  completed  most  of  the 
software  several  years  ago  in  a  period 
one  analyst  has  characterized  as  "the 
agony  of  the  company."  Hogan  sur- 
vived. Now  90%  of  the  company's 
S44  million  in  annual  revenue  arises 
from  o\'erseeing  and  maintaining  the 
installed  base.  The  problem  is  new 
business.  It  has  come  in  slower  than 
anticipated  this  year — hence  the 
downgraded  earnings.  Convincing  a 
bank  to  purchase  software  affecting 
the  most  vital  element  of  its  account- 
ing system  is  a  glacially  slow  process. 

In  the  U.S.  Hogan's  software  is 
sold  by  IBM's  salesmen  exclusively, 
and  this  could  be  the  root  cause  of 
Hogan's  puzzling  sales  weakness. 
Overseas  the  company  does  well  sell- 
ing its  own  software.  The  company's 
new  chief  executive,  Michael  Ander- 
son, is  its  fourth  in  recent  years.  He  is  a 
marketing  t\'pe  and  the  market  seems 
ripe.  Bank  earnings  have  surged.  Ac- 
counting software  is  much  in  demand 
in  the  wake  of  acquisitions,  and  we 
have  seen  quite  a  few  of  those. 

Richard  Bove  of  Chatham,  N.J.- 
based  Bove  Group,  one  of  the  few 
analysts  still  following  Hogan  Sys- 
tems, reduced  his  earnings  estimate 
for  calendar  1992  to  $6  million,  or  38 
cents  a  share,  from  50  cents.  He 
believes  the  stock  went  up  this  sum- 
mer as  a  play  on  value.  Bove  estimates 
a  liquidation  value  of  $6  a  share,  and 
the  stock  had  dipped  below  that  level. 
Why  the  market  should  suddenly  real- 
ize this,  however,  is  a  mystery  to  me. 
Perhaps  it's  just  as  likely  that  the  June 
announcement  of  the  new  chief  exec- 
utive has  finally  marked  an  upturn.  Be 
that  as  it  may,  any  value  play  on  a 
technology  stock  that  could  turn  into 
a  growth  company  someday  is  a  very 
rare  bird  indeed.  Buy  Hogan  anytime 
it  drops  below  that  $6  threshold.  ^ 
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The  Arkansas  Ozarks  -  another  natural  wonder  in  the  Entergy  region. 


TO  ENTERGY,  THIS  IS  PART  OF  A 
GOOD  BUSINESS  ENVIRONMENT. 


When  you  have  national  treasures 
such  as  the  Mississippi  River  low- 
lands and  Ozark  Mountains  in  your 
service  territory,  environmental 
conservation  is  something  you  take 
seriously. 

At  Entergy  Corporation,  we  make 
it  our  business  to  sponsor  a  number 
of  unique  environmental  programs, 


from  protecting  wildlife  habitats  to 
preserving  coastal  wetlands.  As  a 
result,  important  ecosystems  in  our 
service  area  of  Arkansas,  Louisiana 
and  Mississippi  can  be  enjoyed  today 
and  for  generations  to  come. 

To  learn  more  about  Entergy  and 
our  dynamic  service  area,  contact  the 
Regional  Development  Department, 


Entergy  Corporation,  P.O.  Box  61005, 
New  Orleans,  Louisiana  70161. 
Phone  (504)  569-4723. 


ENTERGY 


Entergy  is  an  investor-owned  electric  energy  company  serving  more  than  1. 7  million  retail  customers  in  Arkansas,  Louisiana  and  Mississippi. 
Entergy  also  provides  wholesale  electricity  to  other  utilities  nationwide  and  markets  its  expertise  in  energy  and  technical  management  worldwide. 

Our  headquarters  address  is  P.O.  Box  61005,  New  Orleans,  Louisiana  70161. 
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Want  to  save  up  to  half  the  cost  of  a  new  house?  If  you 
can  stomach  seeing  your  dream  palace  cut  into  chunks 
and  hauled  along  a  highway,  here's  how. 

Home  mns 


By  Jean  Sherman  Chatzky 


Bill  Gates  decided  to  build  his  S40 
million  Batcave-cum-Tara  on  Seat- 
de's  lakefront,  but  he  wasn't  interest- 
ed in  the  near- mint-condition 
French-countr\'-st\le  home  that 
stood  on  the  lot.  So  William  and  Jeri 
Boettcher  lucked  out.  For  the  bargain 
price  of  S60,000,  they  bought  the 
house  that  Gates  spurned — four  bed- 
rooms, five  baths,  marble  floors  and 
e\'en  a  billiard  room.  Throw  in  the 
cost  of  moving  it  and  the  value  of  the 
new  site  it  now  occupies,  and  the 
Boettchers  paid  just  north  of  SI. 5 
million  for  their  dream  house.  It  has 
been  appraised  at  S2-million-plus. 

Each  year  the  nation's  1,500  struc- 
tural movers  save  40,000  homes  from 
the  wrecker's  ball  and  offer  them  for 
sale.  Smart  buyers  can  save  25%  to 
50%  by  moving  those  houses  rather 
than  buying  existing  homes  or  build- 
ing new  ones. 

Why  so  much  in  savings?  Wouldn't 
the  demand  for  such  bargains  narrow 
the  cost  difference? 

There  are  rvvo  principal  reasons 
many  home  shoppers  take  a  pass  on 
buying  existing  structures  and  having 
them  moved. 
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First  is  the  financing — or,  rather, 
the  lack  of  it.  A  house  move  brings  a 
lot  of  upfront  expenses.  You  have  to 
pay  the  movers,  plumbers,  masons, 
carpenters  and  other  workmen — in 
addition  to  paying  for  the  house,  the 
site  and  the  foundation.  Those  up- 
front cash  costs  knock  a  lot  of  would- 
be  buyers  out  of  the  box.  The  home 
can  be  financed  once  it  is  moved,  of 
course.  But  to  start  with,  you'll  nor- 
mally need  another  asset  to  borrow 
against — or  have  a  lot  of  cash. 

Then  there's  the  raft  of  moving- 
and  siting-related  hassles.  Zoning  and 
building  codes,  for  example .  It's  up  to 
you  to  make  sure  the  house  will  quali- 
f\-  for  a  certificate  of  occupancy.  In 
some  communities,  there  are  also  ar- 
chitectural compatibility  rules  to  wor- 
r\'  about.  Nantucket,  for  example, 
regulates  shingle  t}'pc  and  exterior 
colors  to  maintain  a  certain  look  to 
the  community'. 

House  moving  is  quite  common  in 
waterfi-ont  locales  where  property  has 
appreciated  faster  than  the  houses 
built  on  it.  Inland,  house  hauling 
follows  the  trail  of  urban  sprawl.  A 
new  highway  or  building  project  can 


Seattle  home  wasn't  to  Bill  Gates'  liking 
The  Boettchers  liked  it  just  fine  and  had 
it  barged  to  their  own  waterfront  site, 
saving  about  $500,000  in  the  process. 


create  bargains  for  savvy  buyers.  lo- 
wan  Ronald  Holland  snapped  up  a 
2,800-square-foot  brick  colonial  for  a 
mere  S700,  when  its  site  was  marked 
for  a  hospital  parking  lot.  In  Houston, 
James  A.  Drake,  a  longtime  structural 
mover  with  many  cit\'  contacts, 
picked  up  eight  houses  in  the  way  of  a 
new  grade  school  for  just  SI 00  each. 

Often  the  toughest  obstacle  in 
moving  a  house  is  finding  one  in  your 
area.  Newspaper  classifieds  (some 
have  recently  added  "used  house" 
sections)  occasionally  have  listings. 
And  the  bimonthly  Old-House  Jour- 
nal, published  in  South  Burlington, 
Vt.,  lists  "houses  to  move"  in  its 
Fmporium  section. 

The  best  sources  are  local  structural 
moving  companies.  Some  may  even 
have  homes  in  inventor}',  ready  to  be 
sited.  James  Drake,  for  example,  has  a 
"used  house"  lot  the  size  of  half  a  cit\- 
block  where  buyers  can  traipse 
through   a   dozen    homes — still    on 
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trailers  and  ready  to  roll.  When  cash  is 
flush  and  the  timing  right,  Drake  and 
some  other  movers  will  put  an  old 
house  on  a  new  plot  themselves,  then 
sell  the  entire  package.  Butyou'll  get  a 
better  price  if  you  orchestrate  the  deal 
yourself. 

If  you  buy  a  house  from  a  mover, 
you  will  probably  have  to  use  his 
hauling  service.  Otherwise,  jobs  are 
won  through  competitive  bidding 
Seatde  mover  Dennis 
charged  the  Boettchers 
nearly  $200,000  to  move 
their  unusually  large  7,500- 
square-footer  by  barge.  To 
move  a  two -story  home,  say 
2,500  square  feet,  10  to  20 
miles  over  4and  should  run 
more  like  $25,000  to 
$40,000.  That's  including 
the  cost  of  moving  obsta- 
cles in  the  way. 

All  reputable  movers  car- 
r)'  property  and  liability  in- 
surance, included  in  their 
hauling  fee.  Unusual  moves 
may  dictate  other  coverage. 
The  Boettchers,  for  exam- 
ple,   considered    maritime 


insurance  for  their  home's  3 -mile  wa- 
ter voyage.  (At  $25,000  for  under  an 
hour,  they  took  a  pass.) 

The  Boettchers  did  pay  for  a  bond 
of  completion,  however — a  guarantee 
from  a  third  party,  such  as  an  insur- 
ance company,  that  assures  payment 
should  the  mover  flee  the  scene. 

You  must  check  the  mover's  cre- 
dentials and  references  carefully.  Your 
house  is  literally  in  his  hands.  If  the 
house  has  cedar  shingles,  for  example. 


East  Hampton  home  being  disassembled  for  transport 
"It  was  like  having  my  arms  and  legs  severed." 


make  sure  your  mover  has  experience 
handling  such  houses. 

Here's  how  a  typical  move  works:  A 
plumber  and  electrician  disconnect 
the  plumbing  and  wiring  at  the  floor 
line.  Then  the  moving  team  excavates 
2  to  3  feet  down  around  the  founda- 
tion. Once  it's  cleared,  they  jackham- 
mer  two  to  six  holes  in  each  side  of  the 
foundation,  about  a  foot  below  the 
first  floor.  Parallel  steel  beams,  each 
about  10  tons,  are  run  through  the 
holes.  These  form  the  framework  for  a 
lattice  of  lighter  steel  beams  attached 
to  support  the  house  on  the  road. 

Up  to  a  dozen  hydraulic  jacks  are 
placed  strategically  underneath  the 
main  beams  and  lift:  the  entire  house 
at  once.  Once  it's  up,  wheeled  dollies 
are  slid  underneath.  These  connect  to 
form  a  trailer  and  the  house  is  now 
mobile.  "You  should  be  able  to  put  a 
glass  of  water  on  the  kitchen  table 
before  you  leave  the  old  site  and  arrive 
at  the  new  site  without  spilling  a 
drop,"  says  Carl  Tuxill,  who  heads  the 
International  Association  of  Structur- 
al Movers. 

Between  the  old  site  and  the  new, 
most  houses  encounter  numerous  ob- 
stacles. Wires,  for  example.  Houses 
taller  than  18  feet — and  most  over 
one  story  are— won't  clear  regulation 
electrical  wires.  This  means  hiring 
electric  company  linemen  to  take 
down,  then  reconnect,  any  wires  in 
the  way.  Ditto  cable  and  telephone 
lines.  At  about  $100  an  hour  this 
quickly  adds  up,  especially  in  the  wire- 
bound  Northeast.  Narrow  streets, 
bridges,  underpasses  and  trees  are 
other  roadblocks,  sometimes  requir- 
ing the  house  to  be  split  in  two  or 
more  parts. 

Two  -  hundred  -  year  -  old 
trees  were  Kenneth  Wyse's 
problem.  Wyse  and  his 
friend  Karen  Harman,  a 
vice  presi  lent  at  Dana 
Buchman,  paid  next  to 
nothing  for  a  three-bed- 
room East  Hampton  home 
that  was  slated  to  be  razed 
to  make  room  for  a  tennis 
court.  Trouble  was,  a  hand- 
ful of  old  elms  blocked  ac- 
cess to  the  road.  Plus,  only 
10- ton  loads  were  permit- 
ted on  the  streets.  To  navi- 
gate the  branches,  their 
mover,  J.C.   Construction 
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Management  Corp.,  had  to  cut  the 
main  house  into  four  pieces — lopping 
off  two  wings  and  slicing  off  the  sec- 
ond story — then  moved  each,  plus  the 
garage,  separately. 

"My  friends  called  the  house  'five 
easy  pieces,'  "  jokes  Wyse,  a  vice  pres- 
ident at  the  Van  Heusen  Co.  in  New 
York.  "But  seeing  the  house  cut  apart 
was  like  having  my  arms  and  legs 
severed." 

Once  the  house  arrives,  it  is  reas- 
sembled, then  bolted,  if  necessary,  to 
its  new  foundation. 

The  move  itself,  from  the  time  the 
heavy  machinery  arrives  on  site  to  the 
time  the  house  is  in  place,  takes  any- 
where from  a  week  to  two  months, 
depending  on  complexity.  Including 
planning,  a  house  move  can  take  up  to 
a  year. 


Clearing  East  Hampton's  revered  trees 

A  bargain  house,  in  "five  easy  pieces." 


The  East  Hampton  move  took  just 
over  a  half  year,  and  Harman  and 
Wyse  already  have  been  offered 
$600,000  for  what,  in  the  end,  cost 
them  a  total  of  $450,000.  But  their 
memories  of  the  project  are  anything 
but  pleasant.  "It's  been  a  real  roller 
coaster,"  Wyse  says.  To  finance  the 
house  and  move,  Wyse  took  a  loan 
on  his  Manhattan  co-op  and  Harman 
took  a  loan  against  her  life  insurance. 
Now  that  the  house  is  in  place,  Wyse 
and  Harman  are  negotiating  a  con- 
ventional mortgage.  Their  biggest 
headaches  were  getting  the  power 
and  water  lines  hooked  up. 

But  as  they  slept  for  the  first  time  in 
their  new  house,  on  a  sunny  day  in  an 
otherwise  dismal  July,  the  cloud  was 
lifi:ing.  "If  I  called  central  casting  and 
asked  for  a  house,  this  would  be  the 
house  they'd  send  me,"  Wyse  says. 
"And  I  could  never  have  afforded  it 
otherwise."  ^ 
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Tired  of  meekly  accepting  whatever  cures  their  doctors 
prescribe,  more  patients  are  boning  up  on  the  latest 
treatment  options.  Here  are  some  good  ways  to  do  it. 

Patient, 
educate  thyself 

By  Francesca  Lunzer  Kritz  and  Janet  Novack 


Time  WAS,  if  you  had  a  medical  com- 
plaint, you  consigned  yourself  to  the 
care  of  a  doctor  and  blindly  accepted 
whatever  treatment  was  prescribed. 
But  that's  the  old  way.  The  new  way: 
Do  some  medical  homework  of  your 
own.  At  a  time  when  medical  break- 
throughs occur  daily,  today's  smartest 
medical  consumers  take  time  to  find 
out  about  the  options  they  face. 

This  trend  is  probably  good  for 
medical  insurers  but  not  necessarily  for 
doctors.  Says  Dr.  Donald  Vickery, 
founder  of  the  Center  for  Corporate 
Health,  a  Travelers  Cos.  subsidiary 
that  helps  patients  educate  them- 
selves: "When  they  know  all  the  risks, 
patients  are  constitutionally  more 
conservative  than  doctors.  After  all, 
it's  not  the  doctor  who's  on  the  table." 

How,  short  of  going  to  med 
school,  does  a  patient  get  up  to  speed? 
There  are  three  categories  of  rapidly 
expanding  medical  information 
sources.  The  first  is  nurse-call  lines. 
These  are  phone  lines  operated  by 
trained  nurses  who  give  advice  on 
fairly  obvious  symptoms.  You  might 
call  a  nurse  line  for  advice  on  your 
child's  rash  or  fever,  for  example,  and 
get  enough  information  to  know 
whether  to  rush  to  your  pediatrician. 
The  nurse  lines  also  provide  basic 
information  on  different  treatment 
options,  and  coach  patients  on  what 
questions  to  ask  their  doctors. 

Nurse  lines  are  turning  out  to  be 
very  popular  with  employers  facing 
staggering  medical  insurance  bills. 
Last  year,  for  example,  gh  began 
offering  the  service  to  a  few  thou- 
sand employees;  in  July  the  test  was 
expanded  to  an  additional  20,000 
employees  and  retirees. 


Montana  Power  Co.  signed  on 
with  Bellevue,  Wash. -based  Employ- 
ee Managed  Care  Corp.  back  in  1985 
and,  thanks  in  part  to  emc's  nurse-call 
line,  saw  its  annual  increases  in  health 
costs  drop  from  above  the  local  aver- 
age to  below  it.  Says  Charles  Gilder, 
the  utilit>''s  vice  president  for  admin- 
istration: "The  service  not  only 
helped  us  control  costs,  it  has  also 
given  a  better  medical  and  health 
benefit  to  our  employees." 

If  your  company  doesn't  subscribe 
to  a  nurse-call  line,  check  your  medi- 
cal insurer;  it  may  offer  toll-free 
nurse-call  lines.  Or  check  local  hospi- 
tals. Some  children's  hospitals — in- 
cluding those  in  Seattle,  St.  Louis 
and  Minneapolis — operate  free 
nurse-call  lines  for  anxious  parents. 
And  the  Cleveland  Clinic  operates 
Nurse-On-Call,  to  answer  health 
questions  from  the  general  public 
from  7  a.m.  to  II  p.m.  eastern  time, 
seven  days  a  week  (216-444-1234). 

For  more  sophisticated  informa- 
tion and  advice,  many  modern  pa- 
tients are  investigating  a  second  basic 
self-education  source,  the  so-called 
practice  guideline  reports.  In  essence, 
these  are  doctors'  recipes  for  treating 
various  medical  conditions. 

Practice    guideline    reports    have 
been  available  to  doctors  for  a  few 
years,  but  laymen  are  using  them  now, 
too.  A  good  source  is  the  Agency  for 
Health  Care  Policy  &  Research.  The 
AHCPR,  a  division  of  the  U.S.  Depart- 
ment of  Health  &  Human  Ser\'ices, 
now  issues  practice  guideline  reports 
covering  several  fairly  common  medi 
cal      conditions — urinar\'      inconti 
nence,  postsurgical   pain   and   bed 
sores.  "We  felt  it  was  important  that 
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Dr.  John  Wennberg  helped  produce  video  on  prostate  treatments 
"A  continent  shift  in  terms  of  the  attitudes  of  patients." 


the  information  that  goes  out  to  the 
professional  and  policymaking  world 
should  be  available  to  the  consumer," 
says  Margaret  Van  Amringe,  a  spokes- 
person for  the  AHCPR.  Several  new 
practice  reports  are  due  in  coming 
months,  coxering  cataracts,  prostate 
enlargement,  depression,  evaluation 
and  early  treatment  for  Hiv  infection, 
ear  infections  in  children  and  stroke 
rehabilitation.  The  practice  guide- 
lines are  available  free  of  charge. 
(AHCPR,  P.O.  Box  8547,  Silver 
Spring,  MD  20907,  800-358-9295.) 
The  mother  lode  for  practice 
guidelines  is  the  American  Medical 
Association's  Directory  of  Practice 
Parameters.  Written  mainly  for  doc- 
tors and  published  yearly  with  quar- 
terly updates,  the  directory  lists  more 
than  1,300  practice  guidelines  pub- 
lished by  specialty'  and  research  orga- 
nizations. Most  public  libraries  don't 
stock   the  AMA  director)',   but   it   is 


available  from  the  AMA,  Order  De- 
partment, P.O.  Box  109050,  Chica- 
go, IL  60610  or  bvphone  ( 800-621- 
8335).  Cost,  S65.' 

Another  worthwhile  source:  the 
U.S.  Public  Health  Ser\'ice's  Health 
Information  Center  (800-336- 
4797),  which  can  direct  you  to  medi- 
cal organizations  that  offer  informa- 
tion on  treatment  options  and  often 
make  practice  guidelines  available. 

The  third  basic  way  to  bone  up  on 
new  treatment  options  is  to  watch  a 
video.  The  Foundation  for  Informed 
Medical  Decision  Making,  an  inde- 
pendent research  organization  based 
in  Hanover,  N.H.,  has  produced  five 
interactive  videos.  They  explain  treat- 
ment options  for  fairly  common  con- 
ditions: two  for  breast  cancer  (includ- 
ing surgical  and  postsurgical  treat- 
ments); benign  enlargement  of  the 
prostate;  mild  hypertension;  and  low- 
er back  pain.  Two  others  are  sched- 


i  uled  for  release  in  1993;  these  will 
I  cover  stable  angina  and  estrogen  re- 
placement   therapy    for    postmeno- 
pausal problems. 

The  videos  explain  the  risks  and 
benefits  of  approved  treatment  op- 
tions. Example:  lumpectomy  versus 
mastectomy    to    treat    a    malignant 
<  breast  tumor. 

The  videos  are  tailored  to  individ- 
ual viewers  by  being  interactive — that 
is,  your  responses  about  age  and  other 
conditions  will  cause  the  video  to  skip 
through  inappropriate  segments. 
Thus  newly  diagnosed  cancer  patients 
who  don't  yet  want  to  know  about 
survival  rates  can  skip  through  that 
section,  says  Joseph  F.  Kasper,  the 
foundation's  president.  "We  let  the 
patient  peel  back  as  many  layers  as  he 
or  she  wants." 

Unfortunately,  these  videos  must 
be  ordered  by  a  doctor,  and  they're 
not  cheap.  They  will  be  available  in 
early  October  through  Sony  Medical 
Systems  (800-535-SONT);  the  cost  to 
doctors  is  about  S8,000  for  the  com- 
puter hardware,  plus  S975  per  pro- 
gram per  year.  But  to  give  doctors  an 
incentive  to  make  the  videos  more 
available  to  patients,  at  least  one  med- 
ical insurer  will  pay  doctors  $50  or 
more  per  patient  to  show  them. 

Clearly,  the  ballooning  cost  of 
medical  treatment  is  a  big  reason  in- 
surers want  patients  to  know  more 
about  what  their  options  are.  For 
example,  at  one  test  site  where  the 
video  on  benign  prostate  disease  has 
been  shown,  the  prostate  surger\'  rate 
has  dropped  by  40%  and  more,  as 
more  men  have  opted  for  watchful 
waiting. 

But  the  ultimate  goal  from  the 
patient's  point  of  view  isn't  to  save 
money.  It's  to  take  some  personal 
responsibilit}'  for  making  what  might 
literally  be  a  life -or- death  decision  for 
oneself  or  a  loved  one.  That's  why  , 
Dr.  John  Wennberg,  a  Dartmouth 
Medical  School  epidemiologist  who 
helped  produce  the  prostate  video, 
says  of  the  medical  self-education 
trend:  "What  we're  seeing  is  a  conti- 
nent shift  in  terms  of  the  attitudes  of 
patients." 

The  patient  who  attempts  to  diag- 
nose his  own  medical  problem  may 
have  a  fool  for  a  doctor.  But  don't  let 
your  doctor  have  a  fool  for  a 
patient.  Wk 
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"I  Wanted  Unbiased 

Answers,  Better  Service- 

And  Much  Lower 

Commissionsr 

Thafs  Why  I  Switched  to  Fidelity  Brokerage. 


24  Hour 

Information  and 

Access  to  your  Account 


At  Fidelity  You'll  Find 
Big  Commission  Savings- 
And  That's  Just  The  Start 


100  Shares 

@$50 

500  Shares 

@$30 

FideiityPfifs'''    $54 

$126^ 

Merrill  Lynch         $105 

$293 

Shearson              $107 

$316 

Fidelity 
SavBS  You. 


$51>53    $167-190 


At  Fidelity  Brokerage,  we  set  out  to  create  a  service  that's  as  good 
as  you'd  expect  from  one  of  the  nation's  leading  investment  man- 
agement firms.  The  first  step  was  making  sure  that  no  matter  when 
you  call,  any  time  of  the  day  or  night,  a  registered  Fidelity 
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Here's  a  relatively  new  art  form  that  is  becoming 
something  of  a  rage  among  collectors  and  curators. 

Turned  on  by 


¥ 


turned  wood 


By  Carol  M.  Cropper 

Fifteen  years  ago  John  Portman, 
the  Atlanta  architect  and  real  estate 
developer,  walked  into  a  local  exhibi- 
tion of  turned-wood  sculptures  and 
paid  $350  for  the  first  bowl  he  saw. 
The  piece  was  the  work  of  a  local  man, 
Ed  Moulthrop,  whom  Portman  had 


known  only  as  a  fellow  architect. 
Portman  isn't  doing  ver\'  well  in 
real  estate  these  days,  but  he  had  a  fine 
eye  for  turned  wood.  In  the  interven- 
ing decade,  Moulthrop  has  risen  to 
the  top  rung  of  turned-wood  artists, 
and  Portman's  deUcate  litde  tulip- 


wood  vessel,  with  its  rich  grain  and 
gleaming  curves,  today  is  worth  more 
than  four  times  what  he  paid.  Port- 
man  now  has  a  dozen  turned  bowls  by 
Moulthrop,  who's  76  years  old.  His 
favorite  is  a  3 -foot -diameter  figured 
tulipwood  bowl.  He  paid  $5,000  for 
ir  14  years  ago;  today  it  would  proba- 
bly fetch  $10,000  to  $15,000.  Says 
Portman  of  Moulthrop's  luxuriously 
smooth,  rounded  pieces:  "You  can't 
keep  your  hands  off  them  once  you 
see  them.  They  create  a  compulsion  to 
touch." 

The  rise  of  turned- wood  objects  to 
museum  and  collector  status  is  a  re- 
cent phenomenon.  Quakertown,  Pa.- 
based  David  Ellsworth,  another  top 
turner,  tells  of  selling  his  first  bowl  for 
$50  at  a  crafts  fair  18  years  ago.  Now 
Ellsworth's  best  works  top  $8,000. 
Says  John  Perreault,  senior  curator  at 
the  American  Craft  Museum  in  New 


Ed  Moulthrop 
turning  wood 
on  a  lathe  in 
his  Atlanta 
studio 

The  former 
architect  helped 
a  dying  craft 
become  a  new 
art  form. 
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York  City:  "Turned  wood 
is  a  national  art  form  that's 
developing  right  before  our 
eyes." 

The  idea  of  using  a  sharp 
instrument  to  sculpt  wood 
while  turning  it — as  a  pot- 
ter would  clay — is  hardly 
new.  The  earliest  surviving 
turned  bowl  dates  to  600 
B.C.  and  was  found  in  a  buri- 
al mound  in  Germany. 
More  recently,  American 
colonists  fashioned  bowls 
and  plates  from  wood  be- 
fore the  Industrial  Revolu- 
tion made  glass,  porcelain 
and  metal  objects  widely 
available. 

It  was  not  until  the  ^^^H 
1930s,  when  engineer  and 
designer  James  Prestini  began  turning 
wood,  that  the  functional  wooden 
bowl  began  to  be  seen  as  an  art  form. 
Prestini,  now  84,  abandoned  wood 
for  other  sculpting  materials  in  1953. 
But  his  early  involvement  with  wood 
turning  helped  create  interest  in  the 
medium  when  collectors — alienated 
from  much  of  modern  art — and  cura- 
tors began  to  pay  attention  to  high- 
quality  crafts  in  general  in  the  1970s 
and  1980s.  In  1976  the  Wood  Turn- 
ing Center  opened  in  Philadelphia  to 
teach  the  craft  and  display  the  work. 
The  center's  1988  exhibit  of  lathe- 
turned  objects  from  around  the  world 
won  a  cover  story  in  American  Craft 
magazine. 

In  1985  Arizona  attorney  Edward 
Jacobson  turned  over  his 
comprehensive  collection 
of  contemporary  turned - 
wood  pieces  to  the  Arizona 
State  University  Art  Muse- 
um in  Tempe.  The  museum 
toured  the  collection  na- 
tionwide, winning  the 
turned-wood  medium 

more  attention. 

Washington  lawyer  Ar- 
thur Mason  is  one  of  the 
few  collectors  who  own  a 
piece  turned  by  Prestini, 
most  of  whose  work  is  in 
museums.  Mason  and  his 
wife,  Jane,  were  so  deter- 
mined to  acquire  a  Prestini 
that  they  traveled  to  the 
artist's  Berkeley,  Calif, 
home  and  persuaded  him 


Architect  and  developer  John  Portman  amidst  Moulthrop  works 
"You  can't  keep  your  hands  off  them  once  you  see  them." 


to  sell  them  a  simple,  12 -inch-diame- 
ter bowl  for  over  $3,000.  In  all,  the 
Masons  estimate  that  in  their  six  years 
of  collecting,  they've  spent  $300,000 
to  $400,000  and  acquired  some  400 
turned-wood  vessels,  displayed  in 
Mason's  office  and  the  couple's 
Washington  town  house.  Represent- 
ed in  their  collection  are  all  the  major 
turners:  Moulthrop,  Ellsworth,  Mark 
Lindquist,  Bob  Stocksdale,  Rude 
Osolnik,  along  with  up-and-comers 
like  Bill  Hunter  and  Todd  Hoyer. 

Wood  turners  often  use  burls  and 
spalted  (or  fiingus-infected)  woods, 
because  of  the  intricate  patterns  they 
yield.  But  this  is  art,  not  mass  manu- 
facturing, and  there  are  stark  differ- 
ences among  the  wood  turners'  styles. 


Arthur  and  Jane  Mason  with  some  of  their  400  turned-wood  vessels 
The  fruits  of  six  years  of  looking,  persuading  and  spending. 


One  of  Jane  Mason's  favor- 
ite turned-wood  pieces  is  a 
3-foot-tall,  rough-hewn 
maple  burl  by  Lindquist. 
Among  her  husband's  fa- 
vorites is  a  2 -foot-diameter 
Ellsworth  beech  bowl  with 
traces  of  bark  showing. 
Moulthrop's  bowls  tend  to 
be  satiny  smooth;  Osolnik 
turns  blocks  made  of  lami- 
nated strips. 

Ellsworth,  like  Moul- 
throp, hollows  Out  his 
bowls  paper  thin — some- 
times as  thin  as  V32  of  an 
inch.  This  can  make  the 
bowls  as  translucent  as  fine 
china.  But  Ellsworth  some- 
times also  leaves  holes  in 
the  sides,  to  draw  the  view- 
er into  the  piece. 

To  learn  more  about  turned -wood 
artists,  Arizona  State  University's  Ed- 
ward Jacobson  Collection  of  Turned- 
Wood  Bowls  provides  a  good  visual 
introduction.  The  university's  art  mu- 
seum will  stage  an  exhibition  of  lathe - 
turned  objects  in  Tempe  from  Dec. 
13, 1992  through  Jan.  31, 1993.  The 
Jacobson  collection  will  be  at  the 
Neuberger  Museum  of  Art  at  the 
State  University  of  New  York  at  Pur- 
chase from  June  23  to  Oct.  17,  1993. 
Jacobson  has  also  written  a  book.  The 
Art  of  Turned-Wood  Bowls,  published 
by  E.P.  Dutton,  Inc. 

The  Society  of  Arts  &  Crafts  in 

Boston  is  having  an  exhibition  of 

lathe-turned  objects  in  several  media, 

including  wood.  But  hurry: 

The  show  closes  Sept.  1 1 . 

(Phone  617-266-1810.) 

Several  major  museums 
have  permanent  collections 
of  turned-wood  pieces. 
Among  them:  the  Metro- 
politan Museum  of  Art  and 
the  Museum  of  Modern  Art 
in  New  York  City.  Galleries 
selling  wood  pieces  include 
Heller  Gallery'  (Moulthrop 
only)  and  Bellas  Artes  Gal- 
lery (Ellsworth),  both  in 
New  York;  Joanne  Rapp 
Gallery,  Scottsdale,  Ariz.; 
Del  Mano  Galleiy,  Eos  An- 
geles; Sansar  Galleiy, 
Washington,  O.C.;  and  the 
Signature  Shop  &  Cialleiy 
Atlanta.  ■ 
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xwo  reasons  to  choose  the  Quiet  Coii:^)aii^. 


1.  ^ur  spouse. 

2.  The  superior  financial  strength  of 

NorthAvestem  Mutual  Life. 

iN^rthwestem  Mutual  Life  has  always 
received  the  highest  possible  ratings  for 
financial  strength  from  Moody's,  Standard 
&  Poors,  A.M.  Best  and  Duff  &  Phelps. 
It  has  also  been  consistently  ranked  "the 
most  financially  sound  life  insurance  com- 
pany" in  an  annual  Fortune" magazine  study. 
The  more  reasons  you  have  for  w^anting 
the  most  secure  life  insurance,  the  better 
the  Quiet  Company  sounds. 

The  Quiet  Company® 


©  1992  The  Northwestern  MutuaJ  Life  Insurance  Company,  Milwaukee,  Wisconsin.  Reprinted  by  permission  of  Moody  s.  Standard  &  Poor's,  A.M.  Best,  DufT"&  Phelps  and  Fortune. 
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Ordinary  Haitian  paintings  are  briglit,  decorative 
and  generally  worth  about  as  much  as  wallpaper. 
But  the  market  for  Haitian  masterpieces  is  stronger. 

^^ok  at  the  eyes! 
They  evoke  a 
serpent" 


By  Christie  Brown 


President  Florvil  Hyppolite  (1889-96)  by  Hector  Hyppolite,  a  voodoo  priest 
Primitive  and  powerful,  it  fetched  $75,000  at  Christie's  in  May. 
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When  the  St.  James's  Club  in  Anti- 
gua opened  in  the  mid-1980s,  color- 
ful paintings  by  Haitian  artists  were  so 
cheap  that  management  bought  them 
by  the  square  yard  to  hang  in  the 
bedrooms  and  public  places.  The 
frames  cost  more  than  the  paintings. 

But  how  does  one  square  that  with 
this:  In  May  a  primitive  Haitian  por- 
trait painted  on  an  old  piece  of  card- 
board by  a  voodoo  priest  named  Hec- 
tor Hyppolite  fetched  $75,000  at 
Christie's  in  New  York — a  record 
price  for  any  Haitian  art. 

There  are  two  classifications  of 
Haitian  art,  and  it  takes  a  scholarly  eye 
to  know  the  difference. 

Until  the  1940s  the  only  recog- 
nized art  in  Haiti  was  created  by  a 
handful  of  painters  trained  in  the  Eu- 
ropean style.  But  then  an  American 
named  Dewitt  Peters  went  to  Port- 
au-Prince  in  1943  to  teach  English. 
Peters  approached  the  government 
with  the  idea  of  setting  up  an  exhibi- 
tion and  teaching  space  for  artists. 
The  nonprofit  Centre  d'Art  was 
founded  in  1944. 

Primitive  works  by  self-taught  art- 
ists began  to  trickle  into  the  center. 
The  style  was  vivid,  colorfijl  and  de- 
ceptively simple.  Peters  believed  the 
Haitian  style  had  commercial  possi- 
bilities, and  sought  out  more  artists. 

Among  the  best  of  Haiti's  early 
primitive  artists  cultivated  by  Peters  in 
the  1940s  and  1950s  were  Hyppolite, 
the  voodoo  priest;  Philome  Obin,  a 
former  bookkeeper;  Rigaud  Benoit,  a 
truck  driver;  and  Peters'  houseboy, 
Castera  Bazile.  Peters  helped  the  art- 
ists hawk  their  works  to  tourists  for 
$25  apiece  or  so,  and  kept  them  sup- 
plied with  paints  and  sheets  of  card- 
board or  Masonite. 

Unfortunately,  some  early  artists 
soon  began  to  imitate  themselves  or 
start  schools — small-scale  factories,  in 
effect — to  churn  out  works  in  their 
respective  styles.  By  the  mid-1960s 
much  of  Haiti's  art  was  being  mass- 
produced. 

Like  many  first-time  tourists,  Mau- 
rice Thompson  fell  for  the  mass-pro- 
duced stuffwhen  he  took  a  vacation  in 
Haiti  in  1968.  Says  Thompson,  a 
venture  capitalist  from  Wilton, 
Conn.:  "I  bought  five  or  six  paint- 
ings, and  made  five  or  six  mistakes." 

Ten  years  later  Thompson's  wife, 
Patricia,  decided  she  liked  his  Haitian 
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souvenir  paintings  enough  to  do 
some  homework  in  the  field.  In  1978 
the  couple  returned  to  Haiti  for  a 
serious  art  spree,  armed  with  the 
names  of  the  best  current  artists  and 
dealers.  Over  the  next  five  years  the 
Thompsons  bought  about  80  paint- 
ings by  young  Haitian  artists — the 
third  generation  of  naive  painters. 
The  paintings  were  inexpensive,  cost- 
ing about  $300  to  $2,000.  But  as  diey 
got  to  know  other  collectors,  the 
Thompsons  discovered  that  even  the 
best  of  these  contemporary  works  are 
still  judged  second-rate  compared 
with  paintings  by  the  artists  Dewitt 
Peters  discovered  and  encouraged  in 
the  1940s. 

The  Thompsons  donated  their 
paintings  to  New  York's  Studio  Mu- 
seum in  Harlem  and  to  charity  auc- 


ABOVE:  Halvorand 
Astrid  Jaeger 
LEFT:  Their  Haitiari 
collection  in  their 
home  in  Bavaria 
"You  can't  judge 
Haitian  art  un- 
less you've  been 
to  voodoo  cere- 
monies and  stood 
tliere  in  the  heat, 
the  smell  and  the 
noise,  with  1,000 
people  jumping  up 
and  down." 


Forbes  ■  September  14,  1992 


513 


PERSONAL  AFFAIRS 


tions,  and  began  to  search 
out  pieces  by  the  island's 
masters.  They  found  them 
not  so  much  in  Haiti  but  at 
auctions  and  galleries  in  the 
U.S.  (Among  the  better 
dealers  are  Ute  Stebich,  a 
dealer  in  Lenox,  Mass.,  and 
George  Nader,  whose  fam- 
ily has  galleries  in  Port-au- 
Prince,  Santo  Domingo  in 
the  Dominican  Republic, 
and  Miami.) 

Haitian  paintings  often 
combine  elements  of  the 
country's  complex  histori- 
cal, cultural  and  religious 
history,  which  blends  Afri- 
can, Caribbean  and  French 
elements,  mixing  Catholi- 
cism with  voodoo.  One  of 
the  Thompsons'  favorites  is 
a  Hyppolite  painting  that 
depicts  a  young  woman 
clutching  a  Catholic  psalter,  probably 
on  her  way  home  from  Mass.  But 
floating  in  the  air  all  around  the  young 


"Conflicts  and  Tensions,"  painted  in  1957  by  Wilson  Bigaud 
Most  of  the  masterpieces  are  now  to  be  found  in  the  U. 


woman  are  voodoo  symbols.  Halvor 
Jaeger,  another  avid  Haitian  art  col- 
lector, explains  the  symbols'  signifi- 
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Maurice  and  Patricia  Thompson  with  "Portrait  of  Saint  John" 
Mixing  Catholicism  with  voodoo. 


cance:  "The  saying  goes 
that  90%  of  Haitians  are 
Catholic  and  70%  of  them 
practice  voodoo." 

Jaeger  and  his  wife,  As- 
trid,  who  live  in  Neu-Ulm, 
in  Bavarian  Germany,  have 
amassed  one  of  the  best  col- 
lections of  Haitian  art  in  the 
world — about  300  paint- 
ings, 100  metal  sculptures 
and  100  voodoo  banners. 
One  of  their  most  prized 
paintings  is  a  1969  work  by 
Gerard  Valcin.  It  shows 
Papa  Zaca — the  loa,  or  voo- 
doo spirit,  of  agriculture. 
For  Haitians,  voodoo  gods 
do  not  dwell  in  remote 
places.  Dressed  like  a  peas- 
ant in  denim  and  straw  hat, 
Papa  Zaca  crouches  before 
a  bowl  of  food,  with  candles 
between  his  toes,  puffing 
on  a  pipe.  The  Jaegers  acquired  the 
painting  from  art  dealer  Ute  Stebich 
in  1980. 

One  of  the  best  public  collections 
of  Haitian  art  is  at  the  Davenport 
Museum  of  Art,  in  Davenport,  Iowa. 
The  museum  owes  much  of  its  collec- 
tion to  Dr.  Walter  Neiswanger,  a 
board  member  who  was  taken  with 
Haitian  art  while  on  a  vacation  visit  in 
1961.  The  Davenport  has  continued 
to  acquire  Haitian  art.  It  was  the 
museum  that  paid  the  record  $75,000 
last  May  for  the  Hyppolite  painting  at 
the  Christie's  auction. 

That  painting  depicts  Florx'il  Hyp- 
polite (no  known  relation),  president 
of  Haiti  from  1889  to  1896.  The 
subject's  eyes  stare  out  hypnotically, 
and  he  is  surrounded  by  a  wreath  of 
flowers.  "It's  not  a  portrait  of  the 
man,"  explains  Fahimie  Marks,  the 
previous  owner  of  the  painting,  who 
was  born  in  Haiti.  "It's  a  portrait  of 
his  loa.  And  look  at  the  eyes!  They 
evoke  a  serpent,  which  is  Damballah, 
the  god  of  life." 

Collector  Astrid  Jaeger  has  this  ad 
vice  for  those  who  want  to  learn  about 
Haiti's  folk  art:  "You  can't  judge 
Haitian  art  unless  you've  been  to 
voodoo  ceremonies  and  stooci  there 
in  the  heat,  the  smell  and  the  noise, 
with  1,000  people  all  around  you 
jumping  up  and  down."  Alas,  not  to 
be  recommended  in  these  days  ot 
political  turmoil. 
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t992  Alamo  Rent  A  Car,  Inc. 


In  the  past  seventy- five  years,  Forbes 
las  reported  thousands  of  success  stories. 


One  more  w^on't  hurt. 


^G-ac. 


Alamo  features  fine  General  Motors  cars  like  this  Cadillac  Sedan  De  Ville. 


Like  most  American  businesses,  Alamo  started  small.  In  1974,  we  opened  our 
first  car  rental  office  in  Florida.  Today,  Alamo  offers  over  a  hundred  locations  throughout 
the  United  States,  and  eighteen  in  the  United  Kingdom.  We  like  to  think  it's  the  result 
of  hard  work,  attention  to  detail  and  a  commitment  to  innovation. 

For  example,  from  the  very  first  day,  we  believed  in  the  idea  of  unlimited  free 
mileage.  Today,  Alamo  is  still  the  only  nationwide  car  rental  company  to  offer  it  every  day, 
on  every  car,  with  no  restrictions. 

To  better  serve  our  frequent  business  travelers,  we  designed  a  computer  system 
that  speeds  them  on  their  way. 

And  just  last  spring,  Alamo  introduced  the  Great  American  Rates  program,  offer- 
ing one  low  rate,  coast-to-coast. 

Free  miles,  express  service,  low  nationwide  rates.  No  wonder  we're  the  fastest- 
growing  rental  car  company  in  the  rental  car  business.  But  why  not  find 
out  for  yourself?  Call  your  Professional  Travel  Agent,  or  Alamo 
directly  at  1-800-732-3232. 


Alamo 

Rent  A  Car 


Where  all  the  miles 
are  free™ 
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Corporate  kingpins  are  turning  to  Paul  Chamberlain  for 
protection.  He's  not  a  lawyer;  he's  a  kidnapping  expert. 

Growth  business 


By  Thomas  Bancroft 

You  NEVER  KNOW  how — or  when — a 
career  change  opportunity  is  going  to 
come  up.  For  Paul  Chamberlain  the 
opportunity  came,  literally,  at  the 
point  of  a  gun.  In  1968  Chamberlain, 
then  a  Federal  Bureau  of  Investiga- 
tion agent,  was  in  a  high-speed  chase 
after  the  suspected  kidnapper  of  the 
four-year-old  son  of  a  wealthy  Los 
Angeles  banker. 

His  front  windshield  shot  out  and  a 
fellow  agent  wounded.  Chamberlain 
forced  the  suspect  to  stop.  But  the 
criminal  held  a  gun  to  the  child's 
head.  Suddenly,  Chamberlain 
lunged;  for  a  split  second  the  kidnap- 
per's attention  had  been  distracted  by 
a  passing  car.  Recovering  in  time,  the 
kidnapper  pulled  the  trigger  on  his 
revolver  twice.  No  more  bullets.  The 
child  was  rescued  unharmed. 

Result?  Thirteen  years  later  Cham- 
berlain got  a  call  from  the  boy's  fam- 
ily, who  offered  to  bankroll  him  if  he 
wanted  to  start  an  investigative  con- 
sulting firm.  That  sounded  a  whole 
lot  better  than  regularly  dodging  bul- 
lets. So  in  1981,  with  $500,000  from 
Beverly  Hills'  Stalford  family.  Cham- 
berlain formed  Beverly  Hills,  Calif.- 
based  Paul  Chamberlain  Internation- 
al. Today  it  is  a  $10  million  (1991 
revenues),  33-person  firm,  counting 
among  its  1,000  clients  Lloyd's  of 
London,  the  Resolution  Trust  Com- 
pany and  the  Federal  Deposit  Insur- 
ance Corp. 

It's  a  growth  business  of  sorts.  Last 
year  480  kidnappings  were  reported 
to  the  FBI,  52  of  which  were  high- 
ransom  cases,  like  that  of  Exxon  Corp. 
executive  Sidney  Reso.  The  bureau 
expects  that  figure  to  rise  by  as  much 
as  1 5%  this  year.  In  part  because  of  the 
recent  publicity  surrounding  the  kid- 
napping and  murder  of  Reso,  Cham- 
berlain, 50,  has  experienced  an  18% 
increase  in  the  number  of  inquiries 
from  multinational  companies  on 
how  to  protect  themselves  from  simi- 


lar incidents. 

Chamberlain  has  also  aided  the  FBI 
with  its  probes  of  the  collapse  of 
Financial  Corp.  of  America  in  Irvine, 
Calif,  and  Dallas- based  Vernon  Sav- 
ings. Chamberlain's  company  provid- 
ed the  FBI  with  evaluations  of  fraud 
and  criminal  activity'  at  those  and  oth- 
er institutions. 


Ex-FBI  agent  Paul  Chamberlain 
Opportunity  came  at  gunpoint. 


An  Army  brat  (his  father  was  a 
master  sergeant),  Paul  Chamberlain 
originally  wanted  to  be  a  doctor.  To 
earn  money  for  medical  school  he 
worked  as  a  part-time  clerk  in  the  Los 
Angeles  FBI  office.  But  within  days  of 
starting  the  job,  he  scrapped  the  mcd 
school  plans  and  applied  instead  to 
the  FBI  Academy  in  Quantico,  Va., 
whence  he  graduated  in  1965.  "I 
loved  the  job;  I  would  have  worked 
for  nothing  if  I  could  have  afforded 
to,"  he  says. 

C>hamberlain  worked  in  FBI  offices 
in  Tulsa,  Oklahoma  City  and  San 
Antonio  before  moving  back  to  Los 
Angeles  in  1967.  There,  in  the  early 
1970s,  he  was  instrumental  in  locat- 
ing publishing  heiress  Patty  Hearst. 

Networking  from  old  contacts, 
Chamberlain  fleshes  out  his  33-per- 
son staff  with  more  than  50  ex-FBI 


agents  and  international  law  enforce- 
ment officials  around  the  globe, 
whom  he  calls  in  on  designated  cases, 
depending  on  their  location.  All  told. 
Chamberlain  has  helped  solve  more 
than  130  corporate  kidnapping  and 
extortion  cases.  The  firm  is  especially 
active  in  Colombia,  where  there  are 
more  than  1 ,000  kidnappings  a  year. 

How  much  does  he  charge.^  That 
depends.  His  firm  is  on  retainer  to 
Lloyd's  of  London — so  if  your  corpo- 
ration is  insured  by  Lloyd's,  the  fee  for 
an  extortion  or  kidnapping  case  is 
$150  per  hour.  If  it  doesn't  carry 
insurance  from  Lloyd's,  the  fee  would 
be  considerably  higher,  although 
Chamberlain  won't  say  how  much 
higher.  He  does  say  he  charges 
around  $  1 65  an  hour  for  financial  and 
legal  investigations. 

Financial  cases  can  be  more  lucra- 
tive, but  extortion  and  kidnapping 
cases  are  still  the  ones  that  provide  the 
drama.  Two  years  ago,  for  instance. 
Chamberlain  was  called  into  a  case 
that  involved  a  large  Norwegian 
cruise  line.  The  shipper's  chief  execu- 
tive had  received  a  note  from  four 
alleged  ex-employees  demanding 
$250,000  and  threatening  to  blow  up 
several  of  the  company's  ships  if  they 
didn't  get  it. 

Chamberlain  dispatched  30-year 
FBI  veteran  loe  Alston  to  Oslo  to  tutor 
the  shipping  company's  chief  finan- 
cial officer,  who  had  been  designated 
by  the  extortionists  to  act  as  the  con- 
tact, as  well  as  the  Norwegian  police, 
who  had  no  experience  in  extortion 
cases.  After  days  of  following  tele- 
phoned instructions,  the  executive 
was  told  to  go  to  a  drop-off  point  on 
the  frozen  banks  of  a  fjord,  four  hours 
north  of  Oslo,  that  was  beyond  radio 
contact  to  the  police.  But  at  Alston's 
direction,  the  executive  managed  to 
talk  the  extortionist  into  a  closer 
drop-off  spot,  where  the  police 
nabbed  the  suspect — who  turned  out 
to  be  a  local  ferryboat  captain.  The 
Chamberlain  firm's  fee  for  that  case: 
at  least  $50,000. 

Not  bad  for  someone  who  used  to 
put  his  life  on  the  line  for  $50,000  a 
year.  Says  ('hamberlain  of  his  seren 
dipitous  job  switch:  "My  life  is  not  all 
that  different  from  when  I  was  in  the 
bureau,  although  today  I  don't  get 
shot  at  and  I  get  to  call  my  own 
destiny."  ^ 
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Northwest  Airlines,  Inc. 


NORTHWEST  JUST 
LANDED  IN  FIRST  PLACE, 


On-Time  Arrivals 

Pcrccnlagc  of  On-timc  Amvak 


Source.  Oepr.  of  Transportation 


Mishandled  Luggage 

Rtporls  Per  l.OOu  Paiscnjer. 


Source.  Oept  of  Trmsportatlon 


Customer  Complaints 

CoropUinU  Pa  100.000  Passengers 


Source:  Oept  of  nansportjtton 


•Based  on  D.O.T  Air  Travel  Consumer  Report  for  the  7  largest  domestic  airlines  for  the 
month  of  May.  1992. 


We  call  it  the  Triple  Crown.  The  very  best  on-time  performance. 
The  best  record  in  luggage  handling.  The  fewest  customer 
complaints.*  And  the  winner  is  Northwest  Airlines. 

So,  next  trip,  fly  the  airline  that  gets  you  there  on  time,  with 
your  bags  and  without  the  hassles. 

Don't  you  deserve  the  best?  The  47,000  people  of 
Northwest  think  so.  Call  your  travel  agent  or  call  Northwest 
today  at  1-800-225-2525. 


NORTHWEST  AIRLINES 

SOME  PEOPLE  JUST  KNOW  HOW  TO  FLY' 


o 


^ 
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EDITED  BY  JOHN  R.HAYES 


Bom  optimist 

A  SHNSH  OH  financial  history  comes 
naturally  to  95 -year-old  money  man- 
ager extraordinaire  Philip  Garret,  who 
can  trace  his  ancestry  to  the  18th 
century  in  just  two  generations.  His 
grandfather,  who  owned  successful 
businesses  in  New  York  and  Cuba, 
was  born  in  1797,  the  son  of  Napo- 
leon's Paymaster  General. 

After  writing  financial  columns  for 
Glarence  Barron,  Garret  founded  one 
of  the  country's  first  mutual  funds — 
the  Pioneer  Fund — in  1928.  Over  the 
ensuing  decades  he  earned  a  reputa- 
tion as  a  brilliant  picker  of  small-cap 
stocks. 

A  born  optimist.  Garret  just  signed 
a  new  five-year  contract  with  Garret  & 
Go.,  the  money  management  firm  he 
sold  to  the  improbably  named  David 
Olderman  in  1988.  (Garret  sold  Pio- 
neer's management  company  in 
1963.)  "1  think  we  have  a  reasonable 
shot  at  having  a  substantial  period  of 
prosperity,"  he  says,  predicting  a 
3900  Dow  within  months. 


What's  Garret  buying?  "I  just  add- 
ed to  my  holdings  in  American  Tel  & 
Tel  [43%],"  he  replies.  "It  certainly 
isn't  going  to  double  or  anything  like 
that,  but  for  a  company  its  size,  it's 
amazingly  aggressive."  Another  re- 
cent buy:  Exel  (35%),  a  liability  insur- 
ance underwriter  that  sells  for  seven 
times  earnings.  ^ 

Garret  thinks  that  real  estate  is  near 
the  bottom  and  likes  Property  Gapital 
Trust  (4V2),  a  Boston-based  real  es- 
tate investment  trust  with  offices  and 
apartments  concentrated  in  the  Mid- 
west. And  he's  waiting  for  bad  news  at 
another  trust.  Rockefeller  Genter 
Properties  (11).  "1  think  the  time  to 
buy  is  when  they  cut  the  [$1.92-a- 
share]  dividend,"  he  says. 

Like  all  money  men.  Garret  has 
made  plenty  of  mistakes;  like  the  good 
ones,  he  admits  them.  "I  managed  to 
lose  quite  a  bit  of  money  in  the  Bank 
of  New  England,"  he  laughs.  "I  fig- 
ured that  while  other  banks  had  made 
some  bad  foreign  loans,  the  Bank  of 
New  England  hadn't.  Unfortunately, 


Money  manager  Philip  Garret 

"I  think  we  have  a  reasonable  shot  at  a  substantial  period  of  prosperity." 


they  just  specialized  in  making  very 
bad  domestic  loans." 

Among  Garret's  biggest  holdings 
are  positions  in  Greif  Bros,  (contain- 
ers). Pioneer  Group  (mutual  funds), 
Neutrogena  (soaps).  Magma  Power 
(alternative  energy)  and  mbia  (bond 
insurance).  Some  of  these  he  has 
owned  for  years,  others  for  decades. 
How  does  he  know  when  to  sell."  "I 
don't,"  he  admits.  "The  best  thing  is 
to  have  somebody  take  it  away  from 
you  by  merging  the  company.  Or 
once  in  a  very  great  while  something 
will  be  liquidated."  He  recalls  Cleve- 
land Worsted  Mills,  a  company  War- 
ren Buffett's  father  recommended  to 
him  in  1946.  Ten  years  later,  when 
the  company  lost  a  batde  to  union 
organizers,  it  sold  all  its  assets  and 
distributed  the  proceeds  as  dividends. 

Garret  is  so  sure  the  market  will 
climb  that  only  30%  of  the  accounts 
he  manages  are  in  bonds  and  a  negli- 
gible amount  in  cash.  "1  don't  believe 
in  holding  cash,"  he  scolds,  adding 
with  a  wink:  "Of  course,  I  don't 
believe  in  not  having  any,  either." 

Details,  details,  details 

Late  LAST  YEAR  Midlan tic  Gorp.  Ghief 
Executive  Garry  Scheuring  hired 
Ghandrika  Tandon,  president  of  New 
York's  Tandon  Gapital  Associates,  to 
help  him  cut  costs  at  his  $17.5  billion 
(assets)  bank.  Scheuring  needed  help: 
The  New  Jersey  bank  holding  compa- 
ny lost  $195  million  in  1990  and 
$543  million  in  1991. 

In  the  course  of  studying  what  each 
of  the  bank's  7,300  employees  did, 
Tandon  proposed  2,600  changes — 
that's  right,  2,600 — in  the  company's 
operations.  Among  her  proposals: 
hiring  part-time  tellers  for  peak  peri- 
ods (savings:  $4  million  a  year),  elimi- 
nating clerks'  duplicate  manual  and 
computer  records  ($2  million  a  year) 
and  centralizing  telephone  services 
for  all  branches  ($4  million  a  year).  In 
all,  she  cut  2,000  of  Midlantic's  fiill- 
time  positions  without  eliminating 
any  branches  or  products.  Annual  sav- 
ings: some  $100  million,  almost  30% 
of  Midlantic's  noninterest  expense. 
This,  plus  falling  interest  rates,  is  ex- 
pected to  slash  losses  to  around  $40 
million  this  year. 

Tandon,  who  has  an  M.B.A.  from 
the  Indian  Institute  of  Management 
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If     Kids     Designed 


Communications 


Help  VWlrrvC 


^^  condiHofie^ 


on  kelmtf 


R^^echfS, 


Speaker 
^^af-  screams 

Mrs.  Staebell's  Class,  *'ZJ-A  Iml^ 

Grade  5,  Elba  Central  School, 
Elba,  New  York 
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When  we  asked  students  in 
4,000  schools  to  design  the 
future,  they  sent  us  their 


dreams  for  using  technology 
to  help  people  communicate 
better.  Why  did  we  ask? 


We'd  like  to  help  make  those 
dreams  come  true. 

NYNEX. 


NYNEX  YELLOW  PAGES  •  NYNEX  MOBILE  COMMUNICATIONS  •  NEW  YORK  TELEPHONE  •  NEW  ENGLAND  TELEPHONE 


FACES  BEHIND  THE  FIGURES 


in  Ahmedabad,  India,  came  to  the 
U.S.  in  1979  and  spent  1 1  years  in  the 
New  York  offices  of  McKinsey  &  Co., 
the  consulting  firm,  specializing  in 
banks.  She  left  two  years  ago  to  start 
her  own  firm.  Besides  Midlantic,  her 
clients  have  included  Rochester's 
Chase  Lincoln  and  Boston's  Bank  of 
Boston. 

Tandon  argues  that  the  banks  that 
prosper  during  the  1990s  will  be 
those  that  pay  strict  attention  to  the 
smallest  of  operational  details.  "It  is 
very  unsexy,"  says  Tandon,  37.  "It  is 
much  more  fijn,  if  you're  a  chief 
executive,  to  think  about  what's  hap- 
pening with  the  credit  crunch  or 
which  way  consolidation  is  going.  It's 
not  fiin  to  think  about  what  a  collec- 
tion clerk  does." 

As  a  measure  of  her  self-confidence, 
Tandon  is  changing  her  fee  structure. 
For  Midlantic,  she  was  paid  a  flat 
consulting  fee.  Now  she  wants  a  piece 
of  the  action.  "If  we  don't  accomplish 
a  certain  minimum,  I'd  be  happy  to  be 
paid  nothing,"  she  says.  "Conversely, 
I  want  to  get  a  portion  of  what  we 
produce,  in  the  form  of  fees  or  equi- 
ty." No  wonder.  Midlantic's  stock 
closed  recently  at  15%,  up  from  SVa 
when  Tandon  was  brought  in. 

-Dana  Wechsler  Linden 


A  bounding  Czech 

Martin  Kratochvil,  46,  is  worth 
over  $10  million.  That  makes  him  the 
richest  man  in  Czechoslovakia,  but  it 
hasn't  satisfied  his  lust  for  the  finest 
things  money  can  buy.  "I  have  a 
swimming  pool  and  a  private  plane," 
sighs  Kratochvil,  "but  I  don't  have 
Chagalls  on  my  walls." 

Kratochvil,  who  studied  at  Berklee 
College  of  Music  in  Boston  in  1976, 
has  made  his  money  by  satisfying  the 
local  appetite  for  pop  music  and  films. 
He  is  30%  owner  of  Bonton,  a  record 
and  film  production  and  distribution 
company  with  sales  of  $6  million. 
(The  other  70%  is  owned  by  employ- 
ees and  Kratochvil's  brother-in-law.) 
Bonton  got  started  by  recording  dissi- 
dent Czech  music.  Business  took  off 
in  July  1990  when  Kratochvil  ob- 
tained licensing  agreements  with  CBS 
for  the  Rolling  Stones'  Steel  Wheels 
album  in  Czechoslovakia.  He  also 
distributes  Playboy  Inc.'s  soft-core 
home  videos,  and  home  videos  for 


Columbia  Pictures'  TriStar. 

As  a  producer,  Kratochvil  has  a  hot 
product  to  his  name.  Last  year  he 
produced  The  Tank  Battalion,  a 
Catch  22 -like  military  comedy  that 
ridicules  the  Stalin-dominated  Czech 


army  of  the  1950s.  The  first  privately 
produced  movie  in  Czechoslovakia 
since  World  War  II,  The  Tank  Battal- 
ion was  seen  by  three  times  as  many 
Czechs  as  the  big  American  hit  of  the 
year.  Dances  with  Wolves,  and  has 
been  drawing  crowds  in  Russia  and 
Poland  as  well.  North  American  dis- 
tribution rights  have  been  sold  to 
Panorama  Films,  which  will  begin 
screening  it  in  the  U.S.  in  the  fall. 

Kratochvil  dismisses  European 
fears  of  American  cultural  supremacy. 
"I  think  everybody  should  have  an 
equal  chance  to  produce,  show  and 
sell  things,"  he  says.  "It's  those  who 
don't  know  how  to  produce  movies 
who  want  the  state  to  keep  it  in 
hand . ' '  -Katarzyna  Wandycz 

Mac  is  back 

In  1974,  AFTER  20  years  as  its  presi- 
dent, Allan  Mactier  was  forced  to 
resign  from  Omaha's  CoiiAgra,  Inc. 
His  crime:  betting  wrong  on  soybean 
fiatures.  Since  then  not  much  has  been 
heard  of  Mactier  save  for  an  occasion- 
al note  in  the  racing  pages  when  one 
of  his  Thoroughbreds  does  well  at 
the  track. 


ABOVE: 

Bank  consultant 
Chandrika  Tandon 
"It's  not  fun  to 
think  about  what 
a  collection 
clerk  does." 


LEFT: 

Czechoslovakian 
entertainment 
entrepreneur 
Martin  Kratoctivil 
A  helping  hand 
from  the 
Rolling  Stones. 


520 


Forbes  ■  September  14,  1992 


^Vhakton  Economic  Outlook  Video  Series 


wt  m^r-m 


See  The  Trends 
Before  They  Happen 


learn  what  to  watch  for,  what  to  watch  out  for  and  why.  Each  quarterly 
video  in  the  Wharton  Economic  Outlook  series  has  two  unique  features: 

■  a  succinct  and  engaging  executive  summary  of  the  major 
economic  trends  and  issues  of  the  coming  quarter 

■  an  in-depth  analysis  of  a  current  issue  which  will  affect  your 
business  decision-making,  next  month  and  next  year 

Prominent  economist  Jeremy  Siegel  presents  the  critical  factors  that 
make  the  economy  tick,  and  gives  a  comprehensive  evaluation  of  financial 
events  —  all  in  elear,  practical  terms.  In  a  group  discussion  format,  the 
series  also  taps'jnto  the  perspectives  of  successful  ousiness  executives. 
Their  analysis  of  short  and  long-range  financial  opportunities  and 

obstacles  will  help  you  make  more 
sound  strategic  decisions  about 
your  business  and  personal 
finances.  To  subscribe,  order  a 
demo  tape,  or  request  more 
information,  please  call  one  of  our 
marketing  representatives  today. 

Each  edition  includes  a  videotape, 
audiotape,  and  discussion  guide  with 
transcript  and  color  reproductions  of 
all  featured  "harts. 
Annual  subscription  (four  tapes)  -  $600 
Single  quarter  -  $200  •  Demo  tape -$50 
(Also  available  in  several  languages) 


Stock  AND  Bond 
Returns  For  The  '90s 

Are  stocks  overvalued? 
Is  investing  in  equities  as  risky  as  most  people  think? 

FUTURE  VIDEOS  WILL  FOCUS  ON: 

I  European  Economic  Unity:  The  Impact  on  Your 

Business 
I  What  Determines  Short  and  Long-Term  Interest  Rates? 
I  The  Future  State  of  Rnancial  Services 
I  iVIonetary  Policy:  How  it  All  Works 
I  How  to  Read  and  Understand  Economic  Indicators 
I  Future  Sources  of  Financing 
I  Service  Sector  Productivity 

I  Why  Global  Investing  is  Important  and  How  to  Do  It 
I  International  Trade  and  Future  Business  Prospects 
I  International  Exchange  Rates:  What  Determines 

Currency  Movements? 


WLharton 

The  Wharton  School 
of  the  University  of  Pennsylvania 

Wharton  Executive  Education 

255  S.  38th  Street,  Philadelphia,  PA  19104-6359 
FAX  (215)  3864304 

Call  1-800-851-1411  Ext.  997  (U.S.  and  Canada) 
or  215-573-2830  Ext.  997  Ontemational) 
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But  while  Mactier's  profile  has 
been  low,  his  profits  as  a  private  inves- 
tor have  been  very  high  indeed.  He 
was,  for  example,  an  early  buyer  of 
shares  of  Warren  Buffett's  Berkshire 
Hathaway.  He  has  also  tripled  his 
money  on  Sunbeam/Oster  since  the 
firm  emerged  from  bankruptcy  in 
1990.  And  in  1989  he  received  $24  a 
share  for  over  40,000  shares  of  New 
Jersey  shipper  Marine  Transport 
Lines;  he  had  paid  $7.77  a  share  two 
years  earlier. 

Last  month  Mactier,  who's  now 
70,  emerged  victorious  in  a  proxy 
fight  for  control  of  Seatde- based 
Todd  Shipyards  Corp.  Todd  had 
come  out  of  bankruptcy  a  year  ago 
under  the  stewardship  of  a  California 
financier  named  Burton  Borman, 
who  had  himself  won  a  proxy  fight  for 
control.  Borman  and  Stephen  Silver- 
man, a  lawyer  who  helped  win  the 
proxy  fight,  soon  entrenched  and 
pampered  themselves  at  Todd  by  set- 
ting up  golden  parachutes,  writing 
themselves  juicy  consulting  agree- 
ments and  leasing  expensive  offices  in 
sunny  Santa  Monica — 1,300  miles 
from  Todd's  Puget  Sound  opera- 
tions. Borman's  behavior  led  three  of 
Todd's  outside  directors  to  resign. 

After  months  of  legal  warfare,  Mac- 
tier,  who  is  Todd's  largest  sharehold- 
er (with  over  7%  of  the  stock),  an- 


nounced that  he  had  settied  the  proxy 
contest  aft:er  Borman  agreed  to  give 
up  half  the  board  seats,  rescind  the 
golden  parachutes  and  fire  Silverman. 
What  about  the  company's  stock, 
which  has  recendy  languished  just 
below  $5?  "Its  a  whole  new  board 
now,"  says  Mactier.  Expect  Mactier's 
group  to  keep  Borman  (who  controls^ 
2%  of  the  company's  equity)  on  a 
short  leash,  forcing  him  to  sell  assets 
or  buy  back  stock  in  order  to  realize 


ABOVE: 

Todd  Shipyards' 
biggest  shareholder, 
Allan  Mactier 
He  cut  the  cord 
on  the  chair 
man's  golden 
parachute. 


LEFT: 

Gale  Sayers, 
chief  executive  of 
Crest  Computer 
Supplies 
When  the  NFL 
said  no,  Sayers 
started  his 
own  company. 


some  of  the  $8  to  $10  per  share  in 
estimated  cash  and  assets  in  the  till. 
-Matthew  Schifrin 

The  player 

"I  ALWAYS  SAID  that  as  you  prepare  to 
play,  you  must  prepare  to  quit,"  says 
Chicago  Bears  football  legend  Gale 
Sayers,  who  still  holds  the  record  for 
most  touchdowns  in  a  game  (six,  in  a 
muddy  61-20  victory  over  the  49ers 
at  Wrigley  Field  in  1965). 

Sayers  quit  football  in  1971 ,  earned 
a  master's  degree  in  education  from 
the  University  of  Kansas,  and  spent 
ten  years  as  a  university  athletic  direc- 
tor. In  1982  he  tried  to  return  to  the 
National  Football  League  in  the  front 
office.  "1  wrote  to  all  28  league  clubs, 
and  didn't  get  a  bite,"  he  recalls. 

Blocked,  Sayers  decided  to  go  into 
business  on  his  own.  He  could  have 
gotten  a  car  dealership  but  figured 
there  was  more  of  a  ftiture  in  comput- 
ers— specifically,  in  selling  computer 
supplies  to  businesses.  Kicking  in 
$200,000  of  his  own,  Sayers  tackled 
three  friends  for  another  $100,000 
and  started  Crest  Computer  Supplies. 
He  bought  lists  of  big  computer  users 
around  Chicago  and  hired  three 
young  women — former  waitresses, 
all — to  peddle  computer  paper,  flop- 
py disks  and  other  supplies  over  the 
phone.  Focusing  on  big  companies 
was  smart.  They  wanted  immediate 
service  and  weren't  likely  to  buy  from 
the  high-priced  local  stationery  shop. 
And  their  orders  were  bigger. 

Once  in  the  customers'  doors  with 
paper  and  disks,  Sayers  gradually  ex- 
panded into  selling  software  pro- 
grams, hardware  and  consulting  ser- 
vices. Markups  of  30%  to  55%  in  the 
early  1980s  helped  the  company 
grow.  "Now,  if  you're  lucky,  it's  more 
like  5%  to  15%,"  Sayers  grumbles. 
Still,  Crest  is  now  a  $40  million  (sales) 
company,  with  50  employees  in  Sko- 
kie.  111.  and  Scottsdale,  Ariz.  Sayers 
plans  to  open  a  third  regional  office, 
in  Florida,  in  1993. 

Does  being  a  sports  celebrity  help 
his  business?  Sure.  "When  I  go  into 
someone's  office,  I  sign  a  lot  of  auto- 
graphs and  talk  about  football  for  as 
long  as  they  want,"  says  Sayers.  "But 
I'm  also  going  to  talk  a  lot  about 
computers  before  I  leave  there." 

-Lisa  Coleman  hi 
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We  are  at  war  against  an  unrelenting  enemy:  AIDS 


At  Bristol-Myers  Squibb,  we  are  dedicated  to 
the  battle  against  HIV,  the  virus  that  causes  AIDS. 

In  1988,  our  company  was  selected  by  the 
National  Cancer  Institute  to  develop  a  promising 
anti- viral  drug.  However,  because  of  the  unrelenting 
nature  of  the  AIDS  epidemic,  it  was  clear  that 
business  as  usual  in  new  HIV  drug  testing  and  the 
drug  approval  process  would  not  do.  Even  as 
clinical  trials  were  to  get  underway,  people  were 
dying. 

So  Bristol-Myers  Squibb,  working  closely  with 
government  agencies,  implemented  a  major 
expanded  access  program  for  this  AIDS  drug.  As  a 
result,  at  the  fime  of  its  FDA  clearance  in  October 
1991 ,  the  medicine  already  had  been  distributed 
without  charge  to  more  than  30,000  people  around 
the  world — to  those  participating  in  cKnical  trials, 
as  well  as  to  people  outside  the  trials  but  who  were 

©  1992  Brisiol-Myers  Squibb  Company 


intolerant  to  or  failing  the  only  approved  anti-HIV 
drug  at  that  time. 

Bristol-Myers  Squibb's  commitment  to  health 
care  does  not  end  there.  We  also  are  the  world 
leader  in  anti-cancer  therapies,  in  the  forefront  in 
diagnostics  as  well  as  cardiovascular,  anti-infective, 
central  nervous  system  and  dermatology  therapeu- 
tics, and  are  global  leaders  in  hip  and  knee  replace- 
ments and  ostomy  products. 

In  company  laboratories  and  research  centers 
around  the  world,  the  search  continues  for  still  other 
therapeutic  agents  to  fight  AIDS  and  the  damage  to 
the  body  that  HIV  can  cause. 

Because,  at  Bristol-Myers  Squibb,  we  know 
that  the  war  against  AIDS  must  be  won.  For  us, 
there  is  no  alternative. 


^  Bristol-Myers  Squibb  Company 

A  concern  for  living  and  life  itself.® 
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Elevators 
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Helicopters 
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CARRIER 


Air  coTiditioning 
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Aerospace 
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Automotive  components 
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NORDEN 

■systems 


Radar  systems 


Names  that  define  their  industries,  all  part  of  a  single  corporation. 
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Equity  investors  have  enjoyed  one  of 
the  nicest  rides  ever  during  the  bull 
market  that  started  ten  years  ago,  on 
Aug.  17,  1982.  The  s&p  500,  which 
over  most  of  this  century  has  averaged 
a  compound  annual  total  return  of 
only  10%,  averaged  19%  a  year  during 
the  past  decade.  But  the  momentum 
and  enthusiasm  of  a  few  years  ago  has 
fallen  off  dramatically. 

Does  this  mean  the  bull  market  is 
over.^  Al  Frank,  whose  Prudent  Specu- 
lator newsletter  ranked  among  the 
best  during  the  past  12  years  (see  p. 
449),  concedes  it's  a  lot  harder  to  pick 
winners  than  it  was  in  the  1980s.  "But 
there  are  always  some  good  buys  out 
there,"  he  adds.  Frank's  small  list  of 
picks  is  composed  mostly  of  small 
companies  like  Quantum,  which 
manufactures  computer  disk  drives, 
md  Raymond  James  Financial,  a 
stock  brokerage  in  Florida.  In  addi- 
tion, Frank  likes  Boeing,  which  trades 
It  only  eight  times  earnings. 


Special  focus 


Few  companies  have  paid  dividends  consec- 
utively for  a  century  or  more;  most  are 

•  banks,  utilities  or  insurance  firms.  Bank  of 

•  New  York,  which  has  the  longest  consecu- 
tive payout,  hasn't  missed  an  annual  divi- 
dend since  1785.  Excluding  financial  com- 
panies and  utilities,  these  ten  firms  have  the 
longest  histories  of  uninterrupted  payouts. 


The  overall  market 


Old  faithfuls 

Company                Dividend  since 

Stanley  Works 

1877 

Corning 

1881 

Affiliated  Publications 

1882 

Exxon 

1882 

Carter-Wallace 
Eli  Lilly 
Allied-Sigdal 

1883 
1885 
1887 

Procter  &  Gamble 

1891 

Times  Mirror 
Westvaco 

1892 
1892 

Source:  Standard  &  Poor's  Stock  Guide 
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The  Barra  All-US  index  as  of  8/20/92: 

Market  value:  $3,984.5  billion 

P/E:26.1 

P/E  minus  negative  EPS:  17.4 
Price/book:  2.4 
Yield:  2.7% 


12-month  closeup 
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Closeup  on  the  market 


%  change  from 


Index  or  investment 

Barra  All-US  index 

S&P/Barra  Growth  index 

S& 

Doi 

S& 

ny; 

Nai 
Am 
EAI 
CR 
Go! 
Yei 
Oil 


S&P/Barra  Value  index^ 

-0.8 

Dow  Jones  Industrials 

-1.1 

S&P  500 

-0.6 

NYSE 

-0.5 

Nasdaq 

-1.1 

Amex 

-1.0 

EAFE^ 

-1.8 

CRB  index"' 

-1.5 

Gold' 

-3.3       Hi 

Yen' 

-0.9 

2-week  change 

0.6% 

0.1 

0.8 

1.1 

0.6 

0.5 

1.1 

1.0 

1.8 

1.5 

3.3 

0.9 

1.9 


1  year 

5-year  high 

7.2% 

-3.0% 

9.2 

-3.0 

10.8 

-2.2 

9.9 

-3.2 

6.9 

-1.6 

7.5 

-1.4 

9.6 

-11.9 

4.8 

-7.9 

-12.4 

-30.3 

-4.4 

-26.4 

-4.8 

-32.8 

-8.4 

-22.9 

-2.2 

-47.9 

The  best  and  worst  performing  stocks^ 


2-week 


1992 


Best 

Price 

change 

EPS' 

Worst 

American  Biodyne 

20  7/8 

30% 

$0.73 

Presley  Cos 

AdvaCare 

10 

27 
25 
24 

0.27 
1.09 
0.50 

Radius 

BE  Aerospace 

13  3/4 

IntlMurex  Technologies 

Rochester  Comm  Svg  Bk 

9  1/2 

SyStemix 

Home  Nutritional  Svcs 

14  3/8 

23 

1.07 

Plains  Resources 

Price 

37/8 
61/4 
87/8 

22 

93/4 


2-week 
change 


1992 
EPS' 


-47% 

$0.53 

-42 

0.67 

-38 

NA 

-38 

-1.69 

-35 

0.09 

The  best  and  worst  performing  industry  factors^ 


Best 

2-week 
change 

Since 
12/31/91 

Worst 

2-week 
change 

Since             i 
12/31/91 

Oilfield  services 

6.2% 
2.2 

10.3% 
3.0 
15.0 

Precious  metals 

-9.4% 

-4.6% 

International  oil 

Real  estate 

Oil  refining,  distribution 

-8.0 
-6.3 

-18.2 

Beverages 

1.7 

-8.3 

Retail 

1.7 

3.7 

Business  machines 

-4.8 

-3.9 

Photographic,  optical 

1.2 

-4.7 

Iron  &  steel 

-4.2 

3.1 

Data  for  period  ending^/20/92.  Tiie  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  wfiich  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S.  markets. 

REITs  and  closed-end  funds  are  excluded.   'Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average  earnings 

-Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  ^ A  dollar-denominated  capitalization-weighted  index  of 

iian  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  *  Index  of  21  commodity  futures.  ^  Knight-Ridder  Financial  Information. 

--  .ng  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc.  **  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value 

md  grovrth  characteristics.  Multi-industry  firms  have  proportional  contributioir  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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Yield  curve 
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2  5 

Maturity  (years) 


30 


30-year  rate  minus  1-year  rate 
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Bond  buyers  these  days  are  surpris- 
ingly cavalier  about  the  risk  of  default. 
For  example,  the  spread  between  risk- 
less  U.S.  Treasury  paper  and  AAA- 
rated  industrial  bonds  (see  below,  left) 
has  fallen  to  a  minuscule  0.4%.  That  is 
barely  enough  to  compensate  for  the 
fact  that  the  corporate  bond  is  subject 
to  state  and  local  income  taxes,  while 
the  Treasury  is  not. 

Now  throw  in  the  fact  that  many 
corporate  bonds  are  callable,  while 
almost  all  Treasurys  are  not.  The  bot- 
tom line:  The  taxable  buyer  of  a  high- 
grade  corporate  bond  often  gets 
nothing  to  offset  the  risk  that  the 
bond  will  go  into  default. 

There  don't  appear  to  be  any  bar- 
gains fiirther  down  the  quality  scale, 
either.  The  spread  between  noncall- 
able  A- rated  corporates  and  Treasurys 
is  about  0.7%  for  a  five-year  maturity, 
according  to  the  Salomon  Brothers 
Bond  Market  Roundup. 

A  single  A-  rated  firm  such  as  gmac 
(the  captive  finance  arm  of  General 
Motors)  still  has  relatively  high  cou- 
pon bonds  outstanding  that  are  trad- 
ing near  par.  But  the  apparent  bar- 
gains vanish  on  close  inspection.  The 
GMAC  7.85%  of  1998,  for  example, 
sells  at  IOIV2  but  is  destined  to  be 
called  in  October  at  100.8.  The  yield 
to  call  is  below  4%. 

Terran  Miller,  an  analyst  who  fol- 
lows the  electric  utility  debt  market 
for  Merrill  Lynch,  points  out  that  the 
highest- rated  utility  bonds  (such  as 
Tampa  Electric  and  Northern  States 
Power)  still  pay  70  basis  points  more 
than  Treasurys  do.  The  risk  is  fairly 
low.  But  then,  few  would  have  imag- 
ined two  decades  ago  that  then  A- 
rated  Public  Service  of  New  Hamp- 
shire would  default  on  its  unsecured 
debt  obligations. 

The  weak  economy  raises  risks  of 
credit  problems.  "This  is  like  a  new 
depression.  I've  never  seen  this  little 
worldwide  [economic]  activity  be- 
fore," says  economist  Sam  Nakagama 
of  Nakagama  &  Wallace,  Inc.  But  this 
kind  of  gloom  is  bullish  for  Treasury 
holders.  Nakagama  expects  the  30- 
year  Treasury  yield  (currently  7.4%) 
to  slip  another  50  basis  points  or  so 
this  year. 


Note;  Except  where  footnoted,  all  information  provided  by  Barra,  Inc.,  Berkeley,  Calif.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  'Yield  on  ten-year  Treasurys 
^The  trailing  12-month  increase  in  the  Consumer  Price  Index.  "Source:  First  Boston.  ^Source:  Lehman  Brothers.  ''Data  through  7/31/92.  'Annualized. 
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3  years' ' 

11.1% 


AAA  industrials 

40 

Ginnie  Maes 

13.2 

11-5          1 

Ginnie  Maes 

124 

Junk  corporates" 

22.9 

12.9 

Junk  corporates" 

544 

Municipals'' 

13.7 

9.8 

Municipals'' 

-238 

Treasury  bonds 

15.1 

10.3 

526 


Forbes  ■  September  14,  1992 


They  know  that  in  addition  to  the  products  they  sell  and  the  people  they  employ,  the  biggest 
reason  for  their  success  may  well  be  the  stock  market  they're  listed  on. 

Consider  a  recent  Fortune  magazine  article  which  named  the  100  fastest  growing  companies 
in  America— 66  were  listed  on  one  stock  market:  The  Nasdaq  Stock  Market. 

WHAT   DO  AMERICA'S 

A  coincidence?  Not  really 

%u  see,  each  of  these  companies  has  learned  that  Nasdaq's  trading  environment  is  ideal  for 
companies  that  are  anxious  to  grow.  And  grow  fast. 

It's  an  environment  in  which  every  company  has  multiple  market  makers  trading  its  stock, 

FASTEST    GROWING 

instead  of  a  single  market  maker  like  a  traditional  stock  exchange.  And  because  Nasdaq  market  makers 
select  a  company  rather  than  being  assigned,  they  have  more  than  a  passing  interest  in  the  performance 
of  that  company's  stock.  They  stimulate  interest  throughout  the  marketplace  allowing  more  capital  to  be 
raised  at  a  lower  cost.  And  they  compete  with  each  other,  further  enhancing  a  stock's  liquidity 

COMPANIES    KNOW 

It's  a  way  of  doing  business  that  has  fueled  the  growth  for  many  of  America's  most  successful 
and  innovative  companies,  including  Microsoft^  MCIf  Apple®  Computer  and  Intel® 

These  companies  though,  aren't  the  only  ones  that  have  come  to  recognize  the  advantages  of 
Nasdaq— America's  fastest  growing  stock  market. 

THAT    YOU    DON'T? 

"Nasdaq's  automated  market  making  system  will  become  more  important  as  trading  becomes 
more  global,"  Ernest  Tanner,  Professor  of  Economics,  Tulane  University 

"The  relatively  higher  liquidity  of  Nasdaq  stocks  is  (due)  to  the  interest  of  multiple  market 
makers,"  Professors  Kerry  Cooper  and  John  Groth,  Texas  A&M  University 

And  Jack  Burke,  Contributing  Editor,  IR  magazine:  "The  Nasdaq  Stock  Market  has  married 
technology  to  competition  and  propelled  itself  firmly  into  the  top  ranks  of  the  world's  equities  exchanges." 

If  you're  a  serious  investor  interested  in  growth,  at  least  now    |y|  ACS^^A^^^ 

you  know  more  about  the  stock  market  best  geared  to  provide  it.  The  stock  market  for^ 

the  next  100  years. 


100  Fastest  Growing  Companies  in  America 

^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^a 

NASDAQ 

^^^^■■^^  NYSE 

^Kl  AMEX 

^^^^^^^*                                                                 Based  on  material  from  Fortune  Magazine.  October  I99I. 
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When  investing  in  the  inscrutable  markets  of  Asia, 
it  pays  to  look  at  a  fund's  cost  and  performance, 
and  then  to  inquire  into  what  lies  behind  the  numbers. 

How  to  pick 
a  Far  East  fiuid 


By  Richard  Phalon 

Say  this  for  Asia-oriented  closed- 
end  funds:  Tlie  pricing  on  them  is 
often  as  helter-skeher  as  the  fast- 
paced  markets  they  follow.  But  be- 
hind these  inefficiencies,  there  is  fre- 
quendy  the  glint  of  opportunity. 

Look  at  the  Thai  Fund  and  the  Thai 
Capital     Fund.     At     first 
glance,    they   could    be — 
well,  Siamese  twins.  They 
have  the  same  Thai  govern- 
ment-owned     investment 
manager,  hold  many  of  the 
same      blue-chip      names 
(Siam    Cement,    Bangkok 
Bank,  Thai  Farmers  Bank) 
and  have  the  same  expo-  Q_ 
sure  to  the  uncertainties 
of  an  economy  only  re- 
cently awakened  to  the 
virtues  of  capitalism. 

Yet  Thai  Capital 
trades  at  a  discount  of  16%, 
meaning  that  someone 
who  buys  its  shares  on  the 
New  York  Stock  Exchange 
pays  only  84  cents  to  get  a 
dollar's  worth  of  portfolio. 
That  discount  is  one  and 
one -half  times  the  discount 
on  the  Thai  Fund.  Why  the 
spread!"  And  does  that  make  Thai 
Capital  the  better  buy.> 

Thai  Capital's  outsize  overhead 
costs  (its  annual  expense  ratio  is  2.8% 
of  net  assets)  is  one  reason  it  should 
trade  below  net  asset  value.  Thai 
Fund's  expense  ratio  is  only  1.7%, 
partly  a  reflection  of  its  size  ($165 
million  to  $60  million  for  Thai  Capi- 
tal). But  there  are  less  scrutable  dy- 
namics at  work  here,  too. 

Michael  Porter,  a  Smith  Barney 
analyst  who  specializes  in   country 


fimds,  notes  that  Daiwa  International 
Capital  is  Thai  Capital's  adviser  and 
Daiwa  Securities  Trust  helped  under- 
write it.  Porter  says  a  good  chunk  of 
the  offering  two  years  ago  wound  up 
in  the  hands  of  Japanese  investors 
who  belatedly  discovered  they  had  far 


too  many  worries  on  the  Tokyo  ex- 
change to  stomach  the  prospect  of  yet 
another  big  bust  in  Bangkok. 

Their  selling  helped  depress  the 
stock  and  broadened  the  discount. 
Porter  thinks  their  losses  offer  poten- 
tial gains  for  others.  lx)oking  at  Thai- 
land's long-term  growth  prospects 
and  the  way  Thai  C'apital  is  discount- 
ing them.  Porter  thinks  the  fund  is  a 
better  buy  than  the  Thai  Fund. 

Other  things  being  equal,  a  country 
fiind  selling  at  a  deep  discount  is  more 


desirable  than  one  selling  at  a  smaller 
discount  or  at  a  premium.  That's  be 
cause  extremely  out-of-line  discounts 
and  premiums  have  a  way  of  regress- 
ing toward  the  mean — of  settling  into 
a  range  of  5%  to  20%  discounts.  Thus, 
the  Korea  Fimd  was  once  trading  at  an 
outlandish  150%  premium 
to  its  portfolio  value.  But 
the  premium  has  since 
shrunk  to  10.5%. 

Buy  something  when  it's 
at  a  20%  discount  and  sell  at 
flill  net  asset  value  and 
you're  25%  ahead  of  the 
game,  not  counting  what 
happened  to  the  portfolio 
in  the  meantime.  Do  the 
reverse  and  you  are  out  ■: 
big  chunk  of  change.  Don'i 
forget  that  getting  in  anc 
out  of  a  closed-end  is  goin^ 
to  cost  you  another  2%  or  sc 
round-trip  in  brokerage 
commissions. 

But  don't  select  a  closed 
end  just  on  the  basis  of  tht 
discount.  Also  look  at  per 
formance  records,  invest 
ment  styles  and,  above  all 
expense  ratios.  The  Taiwai 
Fund,  for  example,  sells  at  a  12.7'; 
discount,  while  the  competing  RO' 
Taiwan  Fund  trades  at  an  8.7%  dis 
count.  The  two  funds  have  several  ( 
their  largest  holdings  in  commor 
Nan  Ya  Plastics,  Formosa  Chemical 
&  Fiber,  Formosa  Plastics. 

But  the  hinds  move  in  totally  diffei 
ent  styles.  ROC  Taiwan  likes  to  bu 
and  hold.  Its  portfolio  turnover  la 
year  was  35%.  The  Taiwan  Fund's  ii 
and-out  trading  strategy  generates 
portfolio  turnover  of  169%.   lUK 
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ountry  OVfouse^ity  9Vfouse 


For  mutual  fund  investors,  the  moral  is: 
To  help  expand  your  rewards,  expand  your  horizons. 


here  was 

once  a 

country 

mouse 
who  was  comfortable  liv- 
ing in  a  dark,  warm 
barn.  He  was  content 
with  simple  fare— a  stalk 
of  wheat,  an  ear  of  corn. 
There  was  also  a  city 
mouse.  His  quest  for 
reward  led  him  to  exotic 
locales  where  he  found  a 
veritable  feast. 

Therein  lies  a  tale  for  mutual  fund  investors 
who  wish  to  take  advantage  of  the  opportunities 

the  wid^r  world 


Merrill  Lynch  Global  Allocation  Fund 

Class  B- $1,570 


Average  annual  total  returns  since  inception 
(2/89)  and  1-year  period  ended  6/30/92  are 
12  73%  and  12.50%  lor  Class  A  shares  and  13.60% 
and  15.16%  for  Class  B. 


offers. 

Your  passport  to 
global  opportunities . 

A  call  to  your 
Merrill  Lynch 
Financial  Consultant 
can  help  you  on 
your  way. 
We 


markets  emerge  all  over 
the  world. 

Take  the  Merrill 
Lynch  Global  Allocation 
Fund  for  example.  With 
this  Fund,  investors  can 
take  advantage  of  two 
investment  strategies- 
asset  allocation  and 
global  flexibility.  The 
Fund  seeks  high  total 
return  through  a  mix  of 
equity  debt  and  money 
market  securities. 
What  route's  right  for  you? 
We  can  help  you  assess  your  financial  goals  and 

assist  you  in  selecting  the  global  and  international 

mutual  funds  to  meet  your  needs. 

Call  1-800-637-7455,  ext.  2920 

For  a  copy  of  "The  Investor's  Guide  to  Mutual  Funds"  and  a  brochure 
and  prospectus  on  the  Merrill  Lynch  Global  Allocation  Fund,  Inc.  call 
or  send  the  coupon  to:  Merrill  Lynch  Response  Center,  P.O.  Box  30200, 
New  Brunswick,  NJ  08989-0200 


Name:- 


Address:. 


City:. 


State:. 


Zip:. 


Home 
Phone:. 


offer  a  wide  range  of  global  and 
international  funds. 

The  economies  they  invest  in 
represent  growth  potential  as  new 


Business 
Phone: 


Merrill  Lynch  clients,  please  give  the  naune  and 
location  of  your  Financial  Consultant: 


Merrill  Lynch 

A  tradition  of  trust. 


Average  armual  total  returns  reflect  a  maxirrtum  initial  sales  charge  of  6. 5%  for  Class  A  shares  and  a  maximum  contingent  dekrred  sales  chaise  of  4%  for  Class  B  shares.  Past 

perfonvance  is  not  an  indication  of  future  results.  Investment  renim  and  principal  value  of  the  shares  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  ^^ 

their  original  cost.  For  more  complete  information,  including  all  charges  and  expenses  and  the  special  considerations  associated  with  the  risks  ofglotxil  and  international  investing,  |3E 

^st  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money.    ©1992  merriu.  lynch,  pierce,  fenner  ssmith  inc  member  sipc      official  sponsor  of  the  1992  us  olympicteam  I'^I 


Buying  Asia  at  low  cost 

Closed-end  funds 

Assets 
($mil) 

Recent 
price 

Premium 
(discount) 

Performanct 

lyear 

3  year 

Annual 
expenses 
per  $100 

First  Philippine  Fund 

$105 

11% 

-22.8%     < 

46.1% 

t 

$1.95 

India  Growth  Fund 

151 

leva 

-7.9 

28.6 

14.0% 

1.80 

Indonesia  Fund 

42 

9V4 

7.6 

-7.5 

t 

2.00 

Korea  Fund 

241 

9% 

10.5 

-13.1 

-25.3 

2.30 

Malaysia  Fund 

110 

12V2 

-13.5 

6.2 

10.4 

1.70 

ROC  Taiwan  Fund 

252 

7% 

-8.7 

-3.2 

t 

1.92 

Scudder  New  Asia  Fund 

110 

153/8 

6.4 

-6.1 

10.6 

1.79 

Taiwan  Fund 

173 

16% 

-12.7 

-4.2 

-3.6 

3.10 

Thai  Capital  Fund 

60 

8^/4 

-16.3 

,    6.2 

t 

2.83 

Thai  Fund 

165 

14% 

-10.5 

7.8 

12.4 

1.69 

Open-end  funds 

Assets 

($mil) 

800 

numt>er 

Maximum 

sales 

charge 

— Performance 
lyear 

J* 

3  year 

Annual 
expenses 
per  $100 

Financial  Strategic-Pacific  Basin 

$28 

525-8085 

none 

-16.2% 

-7.4% 

$1.90 

Japan  Fund 

361 

225-2470 

none 

-26.8 

-9.8 

1.26 

Merrill  Lynch  Pacific  Fund 

419 

637-3863 

6.50% 

-7.6 

3.3 

1.02 

Nomura  Pacific  Basin  Fund 

44 

833-0018 

none 

-18.3 

-3.7 

1.46 

T  Rowe  Price  New  Asia 

239 

638-5660 

none 

8.1 

t 

1.74 

Vanguard  International  Equity  Index-Pacific 

149 

835-1510 

t 

-22.3 

t 

0.32 

*Annuali2ed  total  return  including  rei 
tFund  not  in  operation  for  full  period. 

nvested  dividends 
:t:Fund  assesses 

through  July  31. 

yearly  $10  maintenance  fee  on 

each  account. 

■sm 

We  selected  this  assortment  of  Asia  funds  by  looking  for  the  closed-ends  with  the  best  discounts  and/or  lowest 
expense  ratios,  and  the  open-ends  with  the  lowest  annual  expenses  and  sales  loads. 


expense  ratio  is  1 .9%,  not  out  of  line 
for  overseas  closed-ends.  But  the  Tai- 
wan Fund's  expenses  run  a  breathtak- 
ing 3.1%  of  assets  annually. 

For  performance  at  a  discount,  it  is 
hard  to  fault  the  First  Philippine 
Fund.  It  has  enjoyed  a  resurgent  Ma- 
nila exchange  that  has  lifted  off  in  the 
electoral  wake  of  a  new  president  with 
pronounced  probusiness  sentiments, 
Fidel  Ramos.  Discount:  an  extremely 
attractive  22.8%. 

About  half  of  First  Philippine's 
portfolio  is  in  big-name  stocks:  Phil- 
ippine Long  Distance  Telephone,  the 
investment  conglomerate  Ayala 
Corp.  and  the  San  Miguel  food  and 
beverage  company,  among  others. 
Since  these  stocks  pretty  much  define 
die  Manila  market,  the  $130  million 
closed-end  is  something  of  an  index 
fijnd.  Expense  ratio:  1.95%. 


If  you  can't  find  a  closed-end  Far 
East  ftind  trading  at  an  attractive  dis- 
count, pick  an  open-end  fiind.  In  the 
table  above  we  show  six  of  the  dozen 
or  so  Asian  open-ends.  As  you  would 
with  a  closed-end,  pay  attention  to 
costs.  Five  of  the  six  fi.mds  shown  are 
no-load;  the  sixth,  Merrill  Lynch  Pa- 
cific, makes  up  for  its  sales  charge  in 
part  by  keeping  its  expense  ratio  down 
to  about  1%,  low  for  international 
investing. 

The  Vanguard  International  Ecjui- 
ty  Index- Pacific  is  the  cheapest  of  the 
Asian  hands  because  it  has  no  active 
management.  It  tracks  Morgan  Stan- 
ley Capital's  International  Pacific  In- 
dex, which  means  that  only  83%  of  its 
assets  are  in  Japan.  The  rest  of  the 
portfolio  is  spread  over  Australia,  Sin- 
gapore and  Hong  Kong.  Hong 
Kong's  rip-roaring  Hang  Sen  index 


has  helped  to  make  up  for  some  of  the 
pain  in  Japan. 

Actively  managed  funds  are  run  less 
frugally.  But  several  of  them  (includ- 
ing Financial  Strategic-Pacific  Basin 
and  Merrill  Lynch  Pacific)  have  per- 
formed better  under  the  weight  of 
Japan's  collapsing  bubble  than  index 
fimds  have,  suggesting  that  in  the 
mysterious  FLast  just  now,  there  is 
something  to  be  said  for  playing  an 
active  hand. 

Pay  attention  to  past  performance 
in  comparing  Asian  funds,  but  also 
reflect  on  why  a  fund  did  well  or 
poorly.  Over  the  past  year,  the  worst 
performing  Asian  funds  are  likely  to 
be  the  ones  with  the  heaviest  Japanese 
exposure.  But  if  you  think  Japan  is 
due  for  a  rebound  from  its  two- and  a 
half-year  crash,  then  those  arc  the 
funds  to  buy.  Bl 
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This  announcement  is  neither  an  offer  to  sell,  nor  a  solicitation  of  an  offer  to  buy, 
any  of  these  securities.  The  offer  is  made  only  by  the  Prospectus. 


New  Issue 


July  28.  1992 


9,775,000  Shares 


GTECH  Holdings  Corporation 


Coininon  Stock 


Price  $17  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  or  jurisdiction  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 


8,075,000  Shares 

The  above  shares  are  being  offered  in  the  United  States  and  Canada  by  the  undersigned. 


Donaldson,  Lufkin  &-Jenrette 


Securities  Corporation 


Lehman  Brothers 


Morgan  Stanley  &  Co. 

Incorporated 


1,700,000  Shares 

The  above  shares  are  being  offered  outside  the  United  States  and  Canada  by  the  undersigned. 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Lehman  Brothers  International 


Morgan  Stanley  International 

Paribas  Capital  Markets  Group 


Do  you  admire  Warren  Buffett  but  find  Berkshire 
Hathaway  too  expensive?  Meet  Wallace  Weitz,  who  lives 
kind  of  down  the  road  from  the  famed  investor. 

Look-alike.^ 


By  William  P.  Barrett 

Omaha  is  on  the  world  investment 
map  for  just  one  reason:  Financial 
legend  Warren  BuflPett  lives  and  works 
there.  Now  another  reason  is  appear- 
ing: Wallace  Weitz,  43,  whose  small- 
ish Weitz  Series  Fund- Value  (assets, 
$41  million)  has  bested  the  s&p  500 
since  he  started  it  in  1986. 

Weitz  hasn't  come  anywhere  near 
matching  BufFett's  legendary  piling 
up  of  wealth.  His  mutual  fiinds'  aver- 
age annual  return  during  the  five  years 
ended  June  30,  11.4%,  beats  the  s&p 
500  by  just  1.7  points.  But  this  is  quite 


good  considering  Weitz  takes  rela- 
tively few  risks  in  his  investing.  In  the 
fourth  quarter  of  1987,  for  example, 
when  the  market  crashed  23%, 
Weitz's  fiind  was  off  just  7%. 

The  linkage  between  Weitz  and 
Buflfett  is  more  than  geographical. 
Weitz's  portfolio  of  32  stocks  (plus 
bonds,  which  compose  33%  of  the 
portfolio)  includes  a  fair  number  asso- 
ciated with  Buflfett.  Berkshire  Hatha- 
way, the  quasi-investment  company 
that  Buflfett  runs  and  owns  41%  of,  is 
Weitz's     second- biggest     common 
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Money  manager  Wallace  Weitz  of  Weitz  Series  Fund-Value 
There's  enough  room  in  town  for  two  value  players. 


stock  holding,  after  Chris-Craft  In- 
dustries. Washington  Post  Co.  and 
Capital  Cities/ABC,  both  of  them  sig- 
nificant Buflfett  holdings,  are  also  in 
Weitz's  ftind.  And  then  there  is  the 
20,000-share  stake  in  Daily  Journal 
Corp.,  a  West  Coast  legal  newspaper 
publisher  controlled  by  Buflfett  buddy 
Charles  Munger.  (The  thinly  traded 
Daily  Journal  is  available  over-the- 
counter  at  a  recent  SVa.) 

Weitz  is  quick  to  warn  investors  not 
to  think  of  him  as  a  poor  man's  Buf- 
fett: "1  guess  you  could  say  we're 
influenced  by  Buflfett's  view  of  what 
value  is.  But  I  don't  think  this  fiind  is  a 
proxy  for  him." 

Still,  when  Weitz  says  he  shuns 
things  he  doesn't  understand,  partic- 
ularly high  technology,  you  think  for 
a  moment  you  are  listening  to  Warren 
Buflfett.  Weitz  adds  to  his  no  list 
heavy-duty  producers  of  commod- 
ities like  steel,  primarily  on  the  theory 
that  the  managers  lack  fiiU  control 
over  pricing. 

What  sectors  does  Weitz  like?  Me- 
dia, especially  cable  television,  and 
financial  services.  These  are  enter- 
prises with  dependable  and  positive 
free  cash  flows,  meaning  that  earnings 
plus  depreciation  exceed  capital  out- 
lays. Weitz  has  managed  to  be  ahead 
with  a  stake  in  the  very  upsy-downsy 
Time  Warner,  both  the  Class  A  com- 
mon and  the  payment-in-kind  Class 
D  preferred:  "1  bought  most  of  it 
when  it  was  down." 

Weitz  has  benefited  nicely  from  the 
recent  surge  in  regional  bank  stocks, 
unloading  most  of  his  holdings.  "The 
financial  statements  may  seem  hard, 
but  once  you  go  through  them 
they're  pretty  simple,"  he  says.  One 
he  still  has  (and  another  Buflett  hold- 
ing): hometown  FirstTier  Financial, 
which  at  a  recent  35^8  trades  at  10 
times  projected  earnings  and  1,5 
times  book. 

To  be  sure,  Weitz  has  a  number  of 
un-Buflfetted  holdings.  There's  Ca- 
tellus  Development,  a  Chicago- based 
owner  of  California  industrial  real  es- 
tate. Some  others:  Business  Records, 
a  Dallas  election  equipment  maker; 
Lady  Baltimore  Foods,  a  Kansas- 
based  food  distributor;  and  Falcon 
Cable  Systems  C>o.  of  Pasadena, 
Calif,  which  operates  West  Coast  ca- 
ble systems. 

So  why  Omaha?   "I   married  an 
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ARE  YOU 

MISCLASSIFYING  YOUR 

1099  INDEPENDENT 

CONTRACTORS? 


It's  Your  Company's  Responsibility  To  Prove  That 
Your  1099  Contractors  Are  Truly  "Independent!" 


These  are  just  three  of  20  questions*  which  may  help  to  determine  if  you  are  erroneously 
treating  former,  retired  or  special  project  employees  as  Independent  Contractors: 

Q  Is  your  company  the  sole  or  major  source  of  income  for  the  individual? 

Q  Does  the  consultant  provide  the  same  or  similar  services  as  your  own  employees? 

Q  Do  you  instruct  the  person  as  to  when,  where  and  how  work  is  performed? 

PAYROLL  OPTIONS  UNLIMITED™    HAS  THE  CONFIDENTIAL  SOLUTION! 

Payroll  Options  Unlimited  is  a  unique  confidential  service  that  allows  your  1099  wage  earners 
to  continue  providing  services  to  your  company  without  risk  ...  on  our  payroll! 
Call  today  for  a  completely  confidential  discussion  about  our  program.  Be  sure  to  ask  our 
Educatiori  Department  for  a  free  "Independent  Contractor  1099  Status  Test*." 


CALL:  ROB  LYON 

800-966-6654 

Payroll  Options 
Unlimited" 


A  DIVISION  OF  UNIFORCE  SERVICES.  INC. 


1335  Jericho  Turnpike,  New  Hyde  Park,  N.Y.  1 1040 

This  IS  not  a  conclusive  list  of  the  criteria  used  by  taxing  authorities.  It  is  our  recommendation 
that  you  consult  your  legal  or  tax  professionals  to  avoid  misclassification. 


PAYROLL  OPTIONS  UNLIMITED™  ,  INC. 

1 335  Jericho  Turnpike,  Suite  4  ■  New  Hyde  Park,  N.Y.  1 1 040  Phone  800-966-6654 

n  Please  send  more  information  on  Payroll  Options  Unlimited. 
D  Please  call  me,  confidentially. 


Name- 


-Title 


Company- 
Address  — 

City 

Phone 


State . 


( 


-Zip 


Omaha  girl,"  says  New  Orleans  native 
Weitz.  "We  were  in  New  York  and 
wanted  to  move  to  a  quieter  place  to 
raise  children."  That  was  in  1973, 
after  Weitz,  straight  out  of  Minneso- 
ta's Carleton  College,  had  spent  three 
years  following  hundreds  of  o-t-c 
companies  for  a  New  York  brokerage. 
He  joined  an  Omaha  firm. 

In  1983  Weitz  started  his  own 
portfolio  management  company 
bearing  his  name.  Three  years  later  he 
launched  Weitz  Value,  partly  as  a  way 
to  handle  smaller  accounts  more  effi- 
ciently. (Not  too  small:  Except  for  iRA 
accounts,  the  minimum  investment  is 
$25,000.)  "We  like  to  know  the  peo- 
ple who  are  investing  with  us,"  says 
Weitz,  estimating  that  more  than  80% 
are  from  the  Omaha  area.  Between  his 
four  mutual  fiinds  and  private  ac- 
counts, he  manages  about  $210  mil- 
lion, with  the  help  of  eight  other 
employees. 

Weitz  doesn't  seem  to  like  to  travel 
much  for  business.  Unlike  some  fiind 
managers,  he  rarely  visits  manage- 
ment or  attends  annual  meetings  un- 
less they're  in  town.  That  pretty  much 
limits  his  socializing  to  the  Berkshire 
Hathaway  meeting,  held  a  few  miles 
from  his  office. 

Despite  his  disclaimer  about  not 
being  a  proxy  for  Buffett,  investors 
who  like  the  Buffett  value  style  of 
investing  might  consider  doing  busi- 
ness with  Weitz.  To  get  in  and  out  of 
Buffett's  Berkshire  Hathaway,  you  in- 
cur brokerage  commissions;  Weitz's 
fiand  is  a  no-load  with  zero  entry  and 
exit  costs.  Also,  Berkshire  Hathaway 
is  not  really  an  investment  company, 
much  as  it  looks  like  one  with  its  large, 
passive  stakes  in  publicly  traded  com- 
panies. Thus,  it  pays  corporate  in- 
come tax.  So  if  Buffett  wanted  to  sell 
off  his  Washington  Post  or  Cap  Cit- 
ies/ABC stock,  he'd  have  to  pay  a 
corporate  capital  gain  tax.  Weitz 
doesn't  have  that  problem. 

After  allowing  for  capital  gain  tax, 
some  analysts  figure  that  Berkshire 
Hathaway  has  a  liquidating  value  of 
maybe  $8,000  a  share.  That  means 
Berkshire  Hathaway  shares,  recently 
trading  on  the  Big  Board  at  $9,425, 
are  hovering  at  a  fairly  steep  18% 
premium  to  their  liquidating  value .  As 
an  open-end  no-load,  in  contrast,  the 
Weitz  fiand  always  trades  at  its  net 
asset  value.  ^M 
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There  are  actively  managed  funds  and  then  there  are 
passively  managed  ones.  Nuveen  has  another  flavor: 
somewhat  actively  managed  funds. 

Passive 
aggressive 


By  Katarzyna  Wandycz 

Fund  sponsors  are  tripping  over 
themselves  bringing  new  closed-end 
municipal  bond  fiinds  to  market.  Six 
years  ago  mfs  Municipal  Income 
Trust  was  the  only  tax-free,  closed- 
end  fiand  in  existence — although 
there  were  plenty  of  tax-exempt  bond 
mutual  fijnds  as  well  as  unit  invest- 
ment trusts  that  represented  a  fixed 
package  of  tax-free  bonds. 

But  there  has  been  a  recent  flood  of 
closed-end  munis — 115  of  them  at 
last  count.  Chicago-based  Nuveen 
has  five  new  tax-free  fimds  with  an 
unusual  structure.  They  are  a  cross 
between  a  unit  investment  trust  and 
an  actively  managed  closed-end  fijnd. 

The  first  of  these  funds  was  the 
Nuveen  Select  Tax-Free  Income 
Portfolio,  offered  in  March.  With  the 
$230  million  raised,  Nuveen  assem- 
bled a  portfolio  of  42  bond  issues. 
Like  a  unit  investment  trust,  this  port- 
folio is  "monitored"  rather  than  ac- 
tively managed.  Investors  pay  a  moni- 
toring fee  of  0.3%  a  year.  For  that, 
they  get  an  anonymous  portfolio 
manager  on  automatic  pilot.  When  a 
bond  is  called  or  paid  off,  he  reinvests 
the  proceeds.  If  a  bond's  credit  quali- 
ty declines  significantly,  this  automa- 
ton will  sell  the  bond  and  reinvest 
proceeds  in  a  new,  higher-rated  bond 
of  the  same  maturity.  The  fijnd  plans 
to  liquidate  in  20  to  25  years. 

The  automatic  dumping  of  down- 
graded bonds  seems  to  be  aimed  at 
nervous  investors  who  worry  about 
loss  of  principal.  Presumably,  the 
switch  will  all  but  eliminate  the  risk 
that  any  one  bond  will  end  up  in 
default  while  the  portfolio  holds  it. 
But  does  the  switch  improve  the  per- 
formance of  the  portfi)lio.>  Unlikely. 


Recent 

Premium 

price 
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14% 

6.0% 
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7.9 
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Tax-free  but  not  cheap 


Fund 

Insured  CA  Select  Tax  Free  Inc 
Insured  NY  Select  Tax-Free  Inc 
Select  Tax-Free  Inc  Portfolio 
Select  Tax-Free  Inc  Portfolio  2 
Select  Tax-Free  Inc  Portfolio  3 


These  passively  managed  Nuveen  bond 
packages  sell  at  a  premium. 


You  get  what  you  pay  for  in  the  bond 
market.  Downgraded  bonds  sell  at 
distress  prices;  the  replacement  gilt- 
edged  bonds  will  cost  more.  So  the 
switch  will  entail  a  small  loss  of  princi- 
pal right  there. 

Such  possibilities  evidently  aren't 
scaring  away  buyers,  who  have  gob- 
bled up  $700  million  so  far  of  the 
Nuveen  hybrids.  To  get  in,  investors 
pay  an  initial  sales  charge — that  is,  a 
premium  over  net  asset  value — of  up 
to  7.6%,  one  percentage  point  higher 
than  for  an  actively  managed  closed - 
end  muni  fund,  and  two  points  more 
than  the  surcharge  on  the  typical  unjt 
investment  trust. 

Here's  a  tip:  You  can  buy  them 
secondhand.  Three  of  the  hybrids  are 
trading  on  the  New  York  Stock  Hx 
change  at  smaller  premiums  than  they 
had  when  new.  Wait  a  year  and  you 
may  be  able  to  get  them  at  a  discount .   I 

Better  still,  buy  an  actively  man 
aged  open-end  muni  fund.  Premium    I 
over  net  asset  value:  none.  Brokerage 
commission  when  you  want  to  gel 
out:  none.  Annual  expense  ratio:  as 
low  as  0.24%  at  Vanguard .  ^ 
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Van  Kampen  Merrltt 


VAN  KAMPEN  MERRITT  INSURED  MUNICIPALS  INCOME  TRUST 


Build  tax-free  income 
on  a  solid  foundation. 


See  the  difference  tax-free  income  makes. 

The  Van  Kampen  Merritt  Insured  Municipals 
Income  Trust  deserves  a  second  look.  The  income 
it  delivers  every  month  is  free  from  federal 
income  taxes  (and  depending  on  where  you  live, 
state  and  local  taxes,  too).  Bottom  line:  you  have 
more  money  to  spend  or  save. 

TheiM-IT  Trust  is  also  insured*  for  the  prompt 


payment  of  interest  and  principal  and  has  a 
regular  payment  schedule  for  easy  budgeting. 
Ask  your  investment  representative  for  a 
prospectus  containing  more  complete  information, 
including  all  charges  and  expenses.  Please  read  it 
carefully  before  you  invest  or  send  money.  Or  call 
1-800-DIAL-VKM  (1-800-342-5856)  ext.  1219. 


Van  Kampen  Merritt® 

A  XEROX  Financial  Services  Company 

Investing  With  A  Sense  of  Direction® 


*  The  terms  of  the  insurance  are  more  fully  described  in  the  Trust  prospectus;  no  representation  is  made  as  to  the  insurers  ability  to 
meet  its  commitments  and  the  insurance  relrites  only  to  the  bonds  in  the  Trust  and  not  to  the  units  offered.  The  insurance  does  not 
remove  market  risk.  The  principal  value  and  investment  return  of  Trust  units  will  vary  with  market  conditions.  Therefore,  the 
redemption  value  of  Trust  units  may  be  more  or  less  than  the  original  value.  Units  may  or  may  not  be  available.  ®  denotes  a 
registered  trademark  of  Van  Kampen  Merritt  Inc. 


THE  FUNDS 


Strategy:  small  fund,  small  plane,  small  stocks.  So- far 
the  Fasciano  Fund  is  doing  as  well  as  a  lot  of  giant  funds. 

Management 
by  flying  around 


By  Christopher  Palmeri 

"The  first  thing  you  should  know 
about  me  is  that  I'm  a  pilot  and  I  like 
to  go  out  and  visit  companies  in  my 
plane,"  says  mutual  fund  manager 
Michael  Fasciano.  Soon  Fasciano  is 
scampering  aboard  his  four-seater 
Mooney  201  for  a  day  trip  to  TriMas 
Corp.  in  Ann  Arbor,  Mich.,  Cooper 
Tire  &  Rubber  in  Findlay,  Ohio  and 
Elco  Industries  in  Rockford,  111.  At  all 
three  places  Fasciano  asks  the  simple 
question,  "How's  business?" 

Fasciano  spends  a  couple  of  days  a 
week  in  his  plane  visiting  small,  fast- 
growing  companies.  His  pound- the - 
pavement  strategy  has  enabled  Fas- 
ciano Fund  to  earn  an  average  annual 
return  of  nearly  14%  since  it  began  five 
years  ago,  five  points  better  than  the 
market. 

Before  opening  his  ftind,  Fasciano, 
37,  worked  for  nine  years  as  a  stock- 
broker, analyst  and  salaried  money 
manager.  At  night,  he  earned  an 
M.B.A.  from  the  University  of  Wis- 
consin. But  his  most  important  cre- 
dential may  be  having  a  very  good 
source  of  free  advice:  his  father-in- 
law,  Albert  Nicholas  of  the  Nicholas 
Fund,  a  long-time  Forbes  honor  roll 
member.  Both  Fasciano  and  Nicholas 
look  for  small  companies  with  above- 
average  earnings  growth  rates  and 
below-average  price/earnings  ratios. 

The  no-load  Fasciano  Fund  has  but 
$11  million  in  assets,  $75,000  of  it 
Fasciano's  own  money.  Fasciano 
hasn't  advertised  his  good  record. 
"Perform  and  they  will  come"  is  his 
motto.  Until  they  do,  Fasciano  has  to 
contend  with  a  steep  expense  ratio, 
1.7%  of  assets.  To  cut  costs  Fasciano 
employs  only  a  secretary  and  he  sub- 
lets his  one-room  Chicago  oflfice  from 
friends. 
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Making  a  virtue  of  smallness,  Fas- 
ciano looks  for  companies  below  Wall 
Street's  radar.  He  generally  shuns 
companies  followed  by  more  than  six 
analysts.  The  average  market  capital- 
ization of  the  companies  in  the  Fas- 
ciano Fund  is  $500  million.  These 
companies  have  an  average  five-year 
earnings  growth  rate  of  13%  and  re- 
turn on  assets  of  9.5%,  according  to 


High-flying  manager  Michael  Fasciano 
"Perform  and  they  will  come." 


Chicago-based  fund  tracker  Morn- 
ingstar.  Inc.  Both  figures  are  higher 
than  those  of  the  s&P  500. 

Consider  International  Speedway 
Corp.  The  company  owns  the  Dayto- 
na  International  Speedway  (home  of 
the  Daytona  500)  and  four  other 
motor  sports  tracks  in  Alabama,  Ari- 
zona, New  York  arid  South  Carolina. 
Fasciano  thinks  the  $47  million 
( 1991  sales)  company  can  continue  to 
increase  revenues  at  20%  a  year  by 
raising  ticket  prices  and  adding  more 
seats,  more  events  and  more  race- 
tracks. The  stock,  which  Fasciano  be- 
gan acquiring  more  than  tv\'o  years 


ago  at  23  a  share,  now  trades  at  76. 
"It's  still  cheap,"  he  says.  Fasciano 
thinks  the  company  will  earn  $5  a 
share  in  1992. 

Fasciano  also  holds  Boston  Acous- 
tics. This  Lynnfield,  Mass. -based 
maker  of  car  and  home  stereo  speakers 
has  grown  earnings  at  27%  a  year  over 
the  past  five  years.  Boston  Acoustics 
has  just  $32  million  in  sales,  but  the 
company  devotes  a  high  5%  of  reve- 
nues to  research  and  development. 
This  is  evident  in  a  steady  stream  of 
new  products.  "They  are  not  so  con- 
cerned with  fashion  as  they  are  with 
quality  sound  at  a  reasonable  price," 
Fasciano  says.  At  18,  the  stock  sells  for 
16  times  Fasciano's  earnings  estimate 
for  this  year. 

Another  cheap  holding  is  brewer 
Genesee  Corp.  of  Rochester,  N.Y. 
"Genesee  Beer  is  one  of  the  strongest 
regional  brands  in  the  country',"  Fas- 
ciano notes.  The  $130  million  (reve- 
nues) company's  earnings  grew  15% 
in  the  past  12  months.  Genesee  also 
makes  private-label  iced  tea  and  soup 
mixes  for  supermarkets.  The  debt- 
free  company  has  $40  million  in  cash 
and  marketable  securities.  Back  that 
out  of  the  recent  $45  share  price,  and 
you  have  a  company  selling  at  seven 
times  earnings  (excluding  the  earn- 
ings on  the  cash)  and  two-thirds  of 
book  value  (again,  excluding  cash). 

Fasciano  has  moved  17%  of  the 
fijnd  into  health  care  stocks,  includ- 
ing battered  former  highfliers  like 
Critical  Care  America,  St.  Jude  Medi- 
cal and  Biomet.  One  of  the  nonmedi- 
cal casualties  he  likes  is  Society  for 
Savings  Bancorp,  a  Hartford,  Conn, 
bank  holding  company  hammered  by 
real  estate  losses.  "I  think  the  bank  is 
close  to  break-even.  But  the  real  jewel 
is  its  Fidelit)'  Acceptance  consumer 
finance  subsidiary,  which  I  estimate  to 
be  worth  $25  a  share,"  Fasciano  says. 
Society  for  Savings  trades  at  1 3. 

Fasciano  isn't  a  tip-taker.  He  buys 
what  he  knows  about  firsthand — for 
example,  Avemco,  the  largest  player 
in  general  aviation  insurance,  and 
FlightSafcty  International,  the  domi- 
nant flight  instruction  company  for 
corporate  aircraft. 

Nicholas'  problem  is  that  success 
has  pushed  his  flagship  Nicholas  Fund 
away  from  the  tiny  companies  where 
it  used  to  do  so  well.  Fasciano  doesn't 
have  that  problem  yet.  ^ 
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Cdngrhtuliitidns  to  tke  CnpiinusT  Tddl. 


These  days,  it  isn't  enough  to  just  report  the  numbers. 
That's  why  Fofbes  tells  its  readers  what  they 
mean  today,  and  what  they'll  add  up  to  tomorrow.  In 
gutsy  stories.  With  unconventional 
attiludes.  And  influential  writers. 
These  are  the  qualities  that  have 
distinguished  Fofbes  for  the  past  75 

We  understhnd. 


years  and  made  it  one  of  the  first  books  business 
leaders  turn  to  for  information.  As  the  printer  for 
Fofbes  for  the  past  fifteen  years,  we're  proud  to  have 
been  part  of  that  success.  And  we 
look  forward  to  many  more  years  of 
the  kind  of  business  reporting  that 
turns  numbers  into  news. 

WE'VE  BEEN  THERE. 


Just  because  a  fund  has  the  word  retirement  in  its  name 
doesn't  mean  it's  especially  good 
for  the  older  investor. 

Are  retiired 
people  different.^ 


By  Jean  Sherman  Chatzky 

Somewhere,  perhaps,  there  are  mar- 
keters who  haven't  latched  on  to  the 
aging  of  the  population.  Mutual  fund 
hawkers  aren't  among  them.  Today 
there  are  government,  convertible, 
balanced,  tax-free,  even  growth  fLinds 
sporting  retirement  monikers. 

Are  they  good  buys?  Some  yes, 
some  no.  There  doesn't  seem  to  be 
any  connection  between  the  name 
slapped  on  a  fund  and  its  suitability 
for  retired  people.  People  saving 
for  retirement  or  in  retirement 
have  pretty  much  the  same  needs  as 
any  other  investors:  good  perfor- 
mance in  reladon  to  risks  taken, 
and  low  costs. 

The   American   Association   of 
Retired  Persons  and  Scudder,  Ste- 
vens &  Clark  run  the  largest  group 
of  funds  aimed  at  retirees.  The 
group's  three  bond  hands  and  two 
stock  funds  are  all  no-load  and 
among  them  have  $8  billion  in  assets. 
Though  the  ftinds  are  marketed  to 
retirees,  anyone  can  buy  them  (mini- 
mum, $500). 

The  AARP  Ginnie  Mae  &  U.S.  Trea- 
sury Fund  is  the  most  successfiil  of  the 
lot.  Its  combination  of  good  risk- 
adjusted  performance  and  fairly  low 
expenses  puts  it  on  the  Best  Buys  list 
(Annual  Mutual  Fund  Survey,  Au^. 
31).  The  fund  has  75%  of  its  assets  in 
Ginnie  Maes  and  the  rest  in  short- 
term  bonds.  That  mix  gives  the  fiind 
an  average  efTective  maturity  of  4.5 
years,  compared  with  6  for  the  Scud- 
der Ginnie  Mae  Fund.  Benefiting 
from  the  aarp  name  and  the  recent 
popularity  of  Ginnie  Maes,  this  fund 
has  ballooned  to  $4.6  billion  in  assets 
since  opening  in  1984. 

At  the  other  end  of  the  risk  spec- 


trum is  the  AARP  Capital  Growth 
Fund,  which  was  up  41%  in  1991  but 
lost  16%  the  year  before.  The  AARP 
Insured  Tax  Free  General  Bond  Fund 
has  low  credit  risk— it  holds  only 
bonds  that  are  insured  or  backed  by 
U.S.  Treasury  escrow  accounts — but 
fairly  high  interest- rate  risk. 

Kemper  Financial  Services'  Retire- 


ment Fund  Series  1,  2  and  3  have  a 
money- back  guarantee:  They  prom- 
ise to  return  your  principal  in  ten 
years.  But  they  work  no  magic  in 
trading  off  risk  against  potential  re- 
wards. After  deducting  a  5%  sales 
charge,  Kemper  puts  between  50 
cents  and  60  cents  of  each  remaining 
95  cents  into  ten-year  zero  coupon 
bonds.  The  rest  of  the  assets  are  in- 
vested just  like  those  of  the  Kemper 
Growth  Fund,  an  aggressive  small 
stock  fund. 

Does  the  money- back  guarantee 
appeal  to  you.^  Then  do  the  same  kind 
of  hedging  on  your  own.  Split  your 
investment  between  zero-coupon 
Treasurys  and  a  good  cc^uity  fund. 
That  way  you  will  be  incurring  an 
annual  expense  burden — about  1%  in 
the  case  of  the  Kemper  funds — on 


only  the  half  of  your  money  that  is 
actively  managed,  rather  than  on  the 
whole  wad. 

Last  year  Fidelity  changed  the 
name  of  its  Freedom  Fund  to  Retire- 
ment Growth.  The  hind  is  marketed 
to  pension  funds,  401(k)  plans  and 
IRA  accounts.  It  is  meant  to  benefit 
from  the  ability  of  the  hind  manager 
to  sell  stocks  without  worrying  about 
the  tax  consequences. 

Sounds  nice,  but  don't  forget  that 
just  about  every  hind  out  there  does 
the  same  thing — it  trades  with  a  view 
to  maximizing  total  return,  which  is 
how  a  fund  gets  to  the  top  of  perfor- 
mance charts.  It's  a  rare  fimd  that 
holds  on  to  a  stock  to  spare  sharehold- 
ers the  pain  of  reporting  a  capital  gain. 
Retirement  Planning  Bond  Fund, 
managed  by  Venture  Advisers,  ranks 
dead  last  out  of  49  government  mort- 
gage funds  followed  by  Morningstar, 
Inc.  over  the  past  five  years.  Contrib- 
uting to  the  poor  performance:  an 
onerous  expense  ratio  of  2.5%.  "We 
inherited  the  name  Retirement 
I  Planning,"  confesses  Martin 
f  Proyect,  president  of  Venture  Ad- 
"  visers.  "There's  nothing  special  in 
the  design  [of  these  ftinds]  in  terms 
of  investment  strategy." 

Then  there  is  the  Seniors'  Tax 
Free  Income  Fund,  which  awaits  a 
go-ahead     from     regulators.     It 
would  hold  30-year,  AAA,  tax-free 
municipal  bonds.  Over  the  life  of 
the  fimd,  interest  earned  will  be 
divided  among  the  living  share- 
holders. When  the  bonds  expire, 
the  fLind  will  liquidate,  paying  the 
proceeds  to  the  remaining  sharehold- 
ers and  the  heirs  of  the  dead  ones.  The 
fiind  will  be  open  to  men  aged  60  to 
71  and  women  65  to  76.  Die  before 
the  fund  expires,  and  your  heirs  lose 
the  interest  paid  after  your  death.  It 
sounds  like  a  tontine,  the  life  insur-, 
ance  invention  of  17th-century  Ital-. 
ian  banker  Lorenzo  Tonti,  in  which 
the  last  surviving  member  of  a  group 
of  buyers  took  all.  Fears  that  such 
arrangements   might   tempt   partici- 
pants to  bump  off  the  competition  led 
to  laws  outlawing  the  practice. 

The  bottom  line  is  simply  this: 
When  it  comes  to  investing,  retired 
people  aren't  much  different  from  the 
nonretired.  A  dollar  lost  is  a  dollar 
lost,  a  dollar  gained  is  a  dollar 
gained.  ^ 


538 


Forbes  ■  September  14,  1992 


Vanguard  Municipal  Bond  Fund 

SEVEN  WAYSTO  FIGHT  BACK 
AGAINST  TAXES 


When  Federal  taxes  make  inroads  on 
your  income,  municipal  bond  funds 
can  be  your  first  line  of  defense.  The 
income  from  these  bonds  is  100%  free 
from  Federal  income  tax. 

Tax-free  investing  with  Vanguard 
means  greater  flexibility  for  you. 

Vanguard  Municipal  Bond  Fund  has  seven 
professionally  managed  Portfolios: 

Money  Market  Portfolio  invests  in  short- 
term,  high-quality  municipal  bonds  and 
has  an  average  weighted  maturity  of  less 
than  120  days.  Principal  risk  is  minimal. 

Short-Term  Portfolio  invests  in  high-quality 
municipal  bonds  and  has  an  average 
weighted  maturity  of  less  than  2  years. 
Price  fluctuations  and  principal  risk  should 
be  low. 

Limited-Term  Portfolio  invests  in  high- 
quality  municipal  bonds  and  has  an  average 
weighted  maturity  of  2  to  5  years.  Price 
fluctuations  and  principal  risk  should  be 
moderate. 

Intermediate-Term  Portfolio  invests  in  high- 
quality  municipal  bonds  and  has  an  average 
weighted  maturity  of  7  to  12  years.  Price 
fluctuations  and  principal  risk  are  moder- 
ate to  high. 

Long-Term  Portfolio  invests  in  high-quality 
municipal  bonds  and  has  an  average 
weighted  maturity  of  15  to  25  years.  Has 
a  high  potential  for  price  fluctuations  and 
risk  to  principal. 

Insured  Long-Term  Portfolio  invests  in  high- 
quality  municipal  bonds  and  has  an  average 
weighted  maturity  of  15  to  25  years.  The 
bonds  are  covered  by  insurance,  guaran- 
teeing the  timely  payment  of  principal 
and  interest,  however,  principal  remains 
subject  to  price  fluctuations. 

High-Yield  Portfolio  invests  primarily  in 
medium-quality  investment-grade  issues 
and  has  an  average  weighted  maturity 


of  15  to  25  years.  The  Portfolio  pursues 
the  highest  yields  of  the  Fund  and  has  a 
high  potential  for  price  fluctuations  and 
risk  to  principal. 

Lower  costs  mean  higher  yields. 

The  Vanguard  Municipal  Bond  Fund  has 
virtually  the  lowest  operating  costs  in  the 
industry:  0.25  of  1%*,  with  no  commis- 
sions, no  fees— a  pure  no4oad  fund.  And 
all  other  things  being  equal,  lower  costs 
result  in  higher  yields.  Minimum  initial 
investment  $3,000.  Free  checkwriting  for 
$250  or  more. 

Residents  of  CA,  NY,  NJ,  PA,  OH:  please 
ask  about  our  State  Tax-Free  Funds. 

*Lipper  Directors'  Analytical  Data 

Income  may  be  subject  to  state  and  local  taxes.  A  portion  of 
income  may  be  subject  to  the  Federal  alternative  minimum 
tax.  An  investment  in  a  money  market  fund  is  neither  insured 
nor  guaranteed  by  the  U.S.  Government,  and  there  is  no 
assurance  that  the  fund  will  be  able  to  maintain  a  stable  net 
asset  value  of  $1.00  per  share. 

Call  1-800-523-0646 

Any  Hour,  Any  Day 

for  Vanguard's  free  Tax-Free  Investing 

Information  Kit. 

I 1 

Please  send  me  the  free  Vanguard  Tax-Free  Investing 
Information  Kit.  I  understand  the  Kit  contains  a  pro- 
spectus with  more  complete  information  on  the 
Vanguard  Municipal  Bond  Fund,  including  advisory 
fees,  distribution  charges  and  other  expenses.  I  will 
read  it  carefully  before  I  invest  or  send  money  Please 
also  send  me  information  on  the  following  State  Tax- 
Free  Fund: 
D  CA(75)  D  NY(76)  D  NJ(14)  D  PA(77)  D  OH(96~ 

Vanguard  Municipal  Bond  Fund 

RO.  Box  2800 
Valley  Forge,  Pennsylvania  19482 


Name. 


Address. 
City 


State. 

(95) 


Zip. 


FBG2-258 
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^^OF  INVESTMENT  COMPANIES 


Even  if  the  economy  remains  sluggish  this  year, 
these  89  companies  stand  to  make  sharp  profit  gains. 


Room  for 
optimisin 


By  Gilbert  Steedley 

This  year's  economy  has  disappoint- 
ed workers,  central  bankers  and  sales 
execudves.  But  it  may  not  be  too  bad 
for  share  owners,  says  Richard  Pucci,  a 
vice  president  at  the  Institutional  Bro- 
kers Estimate  System.  Corporations 
have  done  so  much  trimming  of  staffs 
and  costs  that  they  could  see  very 
good  earnings  gains  even  with  a  small 
rebound  in  sales,  he  says.  If  Pucci  is 


correct,  the  recovery  will  get  off  to  a 
slow  start,  but  once  consumers  open 
their  wallets,  corporations  will  have 
considerable  earnings  leverage. 

Pucci's  firm  collects  estimates  on 
3,600  U.S.  companies  from  2,500 
analysts.  For  1992  these  experts  antic- 
ipate a  21%  improvement  in  the  com- 
posite earnings  for  stocks  in  the  Stan- 
dard &  Poor's  500  index.  That  would 


put  the  earnings  for  the  index  at 
$25.18,  up  $4.50  from  last  year. 
(Both  figures  are  before  writeoffs.) 
Wall  Street  is  banking  on  a  23%  gain, 
to  $31.08,  for  1993. 

Analysts  by  nature  err  on  the  side  of 
optimism,  so  Pucci  figures  the  1992 
estimates  will  get  trimmed  1%  with 
each  passing  month.  That  would  still 
leave  the  S&P  net  at  about  $24 — up  $3 
and  change. 

On  this  and  the  following  two 
pages,  we  show  forecasts  for  compa- 


i 


Eliminating  the  negatives 

The  analysts  who  contribute  to  the  Institutional  Brokers 
Estimate  System  think  that  the  19  companies  below— all  of 

Company/business 


Bank  of  Boston/banking 

Caterpillar/heavy  machinery 

Chrysler/automobiles 

Citicorp/banking 

Columbia  Gas  System/gas  utility 

Continental  Bank/banking 
Cummins  Engine/engine  manufacturing 
Federated  Department  Stores/retailing 
First  Florida  Banks/banking 
First  Interstate  Bancorp/banking 

Ford  Motor/automobiles 
General  Motors/automobiles 
Owens-Illinois/glass  &  containers 
Shawmut  National/banking 
Signet  Banking/banking 

Texas  Instruments/semiconductors 
Trinova/auto  parts 
Unisys/computers 
USX-US  steel  Group/steel 

Source:  Institutional  Brokers  Estimate  System  via  Lotus  One  Source. 


which  lost  money  in  1991— will  earn  at  least  $1  a  share 
next  year. 


Recent 
price 

—Earnings 
1991 

per  share— 
1993 
estimate 

1993 

estimated 

P/E 

Number 

of 
analysts 

Analyst 
agreement 

Market 
value 
(Smil) 

22% 

$-1.63 

$2.60 

8.8 

20 

low 

$2,000 

47% 

-4.01 

3.38 

14.1 

29 

low 

4,869 

20y4 

-2.93 

2.41 

8.6 

23 

low 

6,207 

173/8 

-0.33 

2.23 

7.8 

32 

low 

6,490 

I7y8 

-0.57 

2.01 

8.6 

11 

low 

885 

17 

-2.13 

2.66 

6.4 

19 

low 

954 

66% 

-4.96 

6.80 

9.8 

13 

low 

1,148 

14 

-15.71 

1.01 

13.9 

6 

average 

1.680 

50% 

-2.68 

2.74 

18.5 

7- 

low 

811 

37 

-5.22 

4.56 

8.1 

28 

average 

2,471 

4iy4 

-4.79 

4.66 

8.9 

25 

low 

20,270 

35y8 

-6.35 

3.54 

10.1 

21 

low 

25,593 

10V4 

-0.25 

1.15 

8.9 

5 

average 

1.249 

1478 

-2.36 

1.42 

10.5 

16 

low 

1.415 

36y8 

■-0.95 
-2.48 

3.84 
4.09 

9.4 

16 

average 

1.024 

39 

9.5 

18 

low 

3,337 

23 

-0.98 

1.69 

13.6 

18 

low 

670 

9V8 

-1.76 

1.30 

7.0 

11 

low 

1,576 

26% 

-0.99 

3.43 

7.8 

14 

very  low 

1,592 

I 
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"Our  corporate  clients  depend  on  us.  Their 
employees  depend  on  them.  So  when  we 
guarantee  a  rate  for  401K  plans,  we  protect 


ourselves  with  CBOT  T-Note  futures." 


!■  I 


Thomas  C.  Hardy 
Executive  Vice  President  and 
Chief  Financial  Officer 
Provident  Companies 


"Our  clients  are  intelligent  buyers,"  states  Hardy.  'They  demand  a  prudently  managed  portfolio!' 

After  all,  Provident's  clients  £ire  Fortune  500  companies  with  multi-million  dollar  401K  plans.  They 

rely  on  Provident's  stability  and  its  ability  to  manage  risk.  And  Provident  relies  on  CBOT  T-Note  futures  and 

options.  'They're  our  best  hedge  against  adverse  interest  rate  movement,"  asserts  Hardy  "Nothing  matches  our 

risk  better!' 

To  find  out  how  Treasury  futures  can  help  you  face  interest  rate 
risk,  call  for  a  copy  of  "Treasury  Futures  for  Institutional  Investors"  at 
1-800-THE-CBOT,  ext.  6002,  or  1-312-435-3558,  ext.  6002. 

I 


#  Chicago  Board  of  Trade 


STATISTICAL  SPOTLIGHT 


nies  whose  earnings  are  supposed  to 
jump  next  year.  The  first  group  of  19 
companies  lost  money  last  year;  the 
next  70  were  profitable  in  1991  and 
are  supposed  to  at  least  double  their 
earnings  by  1993.  These  earnings  fig- 
ures are  after  writeoflfs.  All  the  firms 


have  a  market  value  of  at  least  $400 
million,  estimates  from  three  or  more 
analysts  and  a  1993  consensus  fore- 
cast of  at  least  $1  a  share. 

Chrysler,  for  example,  lost  $2.93  a 
share  in  1991 .  How  is  it  going  to  earn 
the  $2.41  expected  in  1993.'  Cost- 


cutting  and  new  product,  chiefly. 
Since  1989  it  has  closed  one  factor)' 
and  reduced  its  executive  payroll  by 
20%  to  25%.  While  Chrysler  was  slash- 
ing costs,  its  designers  and  engineers 
were  producing  the  new  Grand  Cher- 
okee. In  addition,  new  sedans  are 


Accentuating  the  positives 


Wall  Street  analysts  are  among  the  most  optimistic  people  In 
the  world.  These  analysts  are  expecting  per«hare  earnings 


increases  of  100%  or  more  In  1993  compared  with  1991 
results. 


Company/business 


Recent  —Earnings  per  share—  1993  Number  Analyst  Market 

price  1991  1993  estimated  of  agreement  value 

estimate  P/E  analysts  ($mil) 


AES/operates  power  generators 

20% 

$1.01 

$2.03 

10.2 

4 

very  high 

$914 

Amdahl/computers 

lays 

0.03 

1.82 

7.2 

20 

low 

1,485 

American  Power  Conversion/power  supplies 

32V4 

0.69 

1.39 

23.2 

9 

high 

705 

AnnTaylor  Stores/retailing 

23y4 

0.07 

1.51 

15.7 

6 

high 

461 

Applied  Materials/semiconductors 

23% 

0.75 

1.68 

14.1 

14 

average 

822 

Armstrong  World  industries/building  materials 
Arvin  Industries/auto  parts 
Bank  of  New  York/banking 
AH  Belo/newspapers 
Burlington  Northern/railroad 

Cabot/produces  carbon  black 

Cadence  Design  Systems/software 

CBS/broadcasting 

Countrywide  Credit  Inds/mortgage  loans 

Crestar  Financial/banking 

Dana/auto  parts 

Danaher/auto  parts 

Eaton/electronics 

Electrocom  Automation/processing  equipment 

EMC/computer  products 

Federal  Express/airfreight 
First  American  Tenn/banking 
First  Chicago/banking 
Fisher-Price/toys,  retailing 
Fleet  Financial/banking 

General  Cinema/specialty  retailing,  theaters 
Genzyme/biotechnology 
Goodyear  Tire  &  Rubber/tires 
Hanover  Insurance/insurance 
IBP/meat  packing 


29% 

2878 

42 

45% 

35y4 

52 

18% 
197% 
2678 
28 

37% 
23V4 
78% 
20y4 
16% 


1.03 
0.86 
1.25 
0.68 
1.75 

1.82 
0.63 
6.18 
1.35 
0.98 

0.33 
0.65 
2.59 
0.63 
0.51 


2.52 
2.37 
4.61 
2.18 
4.07 

3.73 
1.60 
14.96 
2.77 
2.57 

2.74 
2.03 
6.28 
1.35 

1.18 


11.8 
12.2 

9.1 
21.0 

8.7 

13.9 
11.6 
13.2 
9.7 
10.9 

13.8 
11.5 
12.5 
15.0 
14.1 


14 

8 

21 

11 
15 

8 

13 
19 

12 
15 

13 
7 

21 
4 
4 


average 

high 

average 

average 

average 

high 

average 

average 

average 

average 

average 
average 
average 
average 
very  high 


1,104 
560 

3,379 
541 

3,171 

942 
771 

2,621 

1,418 

936 

1,810 
662 

2,712 
576 
435 


39% 

1.19 

3.94 

10.1 

4 

average 

2,232 

20'/i 

0.62 

2.15 

9.5 

8 

average 

506 

3V/i 

1.48 

3.68 

9.1 

26 

average 

2,799 

22% 

0.09 

1.52 

15.0 

14 

low 

720 

26'/4 

0.67 

2.83 

9.4 

26 

average 

3.449 

24% 

0.53 

1.44 

17.3 

7 

low 

1,901     • 

43% 

0.87 

2.05 

21.3    ' 

13 

average 

916 

66% 

1.63 

6.20 

10.7 

11 

average 

4,778 

4iy4 

1.98 

4.62 

8.9 

7 

low 

825 

17Vi 

0.02 

1.70 

10.1 

9 

average 

834 

Informix/software 

38% 

0.82 

2.43 

16.0 

11 

average 

544 

IBM/computers 

85% 

3.69 

8.51 

10.1 

31 

average 

50,581 

Ivax/pharmaceuticals 

29% 

0.20 

1.49 

20.1 

4 

low 

1,845 

James  River/forest  products 

20 

0.70 

1.52 

13.2 

22 

low 

1,610 

Lennar/home  building 

27% 

0.95 

2.09 

13.3 

5 

low 

589 

Source:  Institutional  Brokers  Estimate  System  via  Lotus  One  Source. 
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How  did  he  know 

that  your  parents  would  probably 

need  help  someday? 

That  your  little  girl  had  always 

talked  about  going  to  medical  school? 

And  that  you  had  a  few  dreams 

of  your  own  for  thejuture? 

It  was  years  ago  he  helped  you 

set  up  that  investment  plan. 

And  now  that  money's  going  to  be 

ready  for  you, 

just  when  you're  ready  for  it. 

Paind^bber 

We  invest  in  relationships. 

How  did  that  PaineWebber  broker  know? 

• 

He  asked. 

STATISTICAL  SPOTLIGHT 


here,  and  pickup  trucks  are  on  the 
way.  All  this — plus  Chrv'sler's  stron- 
ger than  expected  second -quarter 
earnings — has  analysts  scrambling 
back  to  their  spreadsheets.  In  the  last 
three  months  the  1993  consensus 
forecast  has  gone  up  15%. 

Lowe's  Cos.,  a  retailer  of  home 
building  materials,  earned  9  cents  a 
share  in  its  fiscal  year  ended  in  Janu- 
ary'. Besides  being  hurt  by  a  weak 


economy,  Lowe's  spent  $140  million 
in  1991  on  store  improvements  to 
compete  with  retailers  like  Home  De- 
pot. This  sacrifice  may  soon  pay  oflf: 
Analysts  now  think  Lowe's  can  earn 
SI. 38  a  share  in  1993.  The  company 
is  trading  at  14  times  that  estimate. 

A  collapse  in  the  real  estate  market 
and  a  S572  million  writeoff"  pushed* 
Wells  Fargo's  net  last  year  down  to  7 
cents  a  share.   But  the  bank's  net 


interest  margin  is  rising  and  California 
real  estate  is  slowly  coming  back. 
Consensus  forecast  for  1993,  $8.30  a 
share.  Recent  price,  69^8. 

Caution:  The  "Analyst  agree- 
ment" column  in  the  table  shows 
Wells  Fargo's  estimate  has  a  low  level 
of  agreement.  The  31  forecasts  aver- 
aged into  this  $8.30  are  all  over  the 
lot.  The  most  pessimistic  of  them  is 
$5;  the  most  optimistic,  $12.         ^ 


Accentuating  the  positives 


Company/business 


Longview  Fibre/forest  products 

Louisiana  Pacific/forest  products 

Lowe's  Cos/home  improvement  centers 

Lukens/steel 

Magma  Copper/copper  &  refining 

Masco/building  materials 
Mead/paper  &  forest  products 
NationsBank/banking 
New  York  Times/newspapers 
Novell/computer  network  software 


Recent 
price 

15% 
AAVs 
18% 
55V4 
1378 

26y2 
39% 
45 

28y4 
47y4 


Paccar/trucks 

52V2 

Paramount  Communications/entertainment,  publishing 

43y8 

Pinnacle  West  Capital/banking 

igys 

PPG  Industries/glass 

64% 

Progressive  Corp/insurance 

63% 

Promus/hotels,  casinos 

33y2 

QVC  Network/shopping  via  TV 

20y8 

Ryder  System/freight  transportation 

23y8 

Scott  Paper/paper  products 

37 

Shaw  Industries/carpets 

25y2 

Solectron/computer  peripherals 

2378 

Southwest  Airlines/airline 

2iy8 

Springs  Industries/textiles 

.     41% 

Sybase/software 

28y2 

T2  Medical/infusion  therapy 

29y4 

Transamerica/insurance 

43y4 

Trinity  Industries/railcars,  steel 

31 

TRW/electron  ics 

54  y2 

UJB  Financial/banking 

1778 

United  Technologies/aerospace 

54% 

Unocal/oil 

27% 

Wells  Fargo/banking 

69y8 

Weyerhaeuser/forest  products 

31% 

Willamette  Industries/forest  products 

34% 

Yorklnternational/air-conditioning 

32 

—Earnings  per  share— 
1991  1993 

estimate 


$0.32 
1.03 
0.09 
2.51 
0.78 


1.17 
1.03 
0.77 
2.05 
1.50 

0.94 
0.59 
0.84 
1.54 
0.93 

0.70 
0.32 
1.53 
0.38 
0.93 

1.16 
1.04 
1.90 
0.45 
2.38 

0.57 
0.07 
0.99 
0.93 
1.04 


$1.40 
3.93 
1.38 
5.05 
1.95 


4.74 
2.74 
1.89 
4.74 
4.75 


1.42 
1.46 
3.57 
1.24 
1.94 

4.31 
2.80 
4.31 
1.66 
5.77 

1.43 
8.30 
2.77 
3.08 
2.64 


1993 

estimated 

P/E 

11.3 
11.2 
13.6 
10.9 
7.1 


11.1 
15.7 
10.3 
13.7 
13.4 


16.8 
14.8 
11.6 
23.0 
15.1 


19.3 
8.3 
11.4 
11.3 
12.1 


Number 

of 
analysts 

8 
19 
15 
10 
14 


13 
29 

15 
16 
11 


4 
19 
11 
13 
12 


31 
31 
23 
16 
5 


Analyst 
agreement 


low 
low 
average 

low 
low 


low 

average 

average 

average 

low 


low 

low 

average 

average 

average 


low 
low 

average 
low 
very  high 


Market 

value 

($mil) 

$834 

2,359 

1,313 

539 

400 


0.30 

1.97 

13.5 

17 

average 

3,983 

1.29 

3.00 

13.1 

18 

average 

2,313 

2.46 

5.11 

8.8 

36 

average 

11,397 

0.63 

1.47 

19.2 

18 

low 

2,251 

1.09 

2.21 

21.4 

35 

average 

7,405 

1,809 
5,153 
1,697 
6,803 
1,316 


2.07 

16.2 

13 

high 

1,104 

1.45 

13.9 

5 

average 

566 

1.90 

12.4 

15 

average 

1,766 

3.58 

10.3 

21 

average 

2,799 

2.15 

11.9 

4 

low 

1,638 

422 

2,031 
714 
520 

1,107 


10.0 

17 

average 

3,406    ■ 

11.1 

7 

low 

657    ■ 

12.6 

17 

average 

3.412 

10.8 

7 

average 

842 

9.5 

23 

average 

6,873 

6,545 
3,690 
6,580 
1,916 
1,080 


Source:  Institutional  Brokers  Estimate  System  via  Lotus  One  Source. 
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The  journey 

extends  before  us. 

But  what  is  our  inspiration 
to  press  ahead? 
A  title?  An  office? 
A  larger  figure  to 
define  our  worth? 
It  seems  that's  not 
enough  for  us. 
Not  now,  anyway. 
Not  anymore. 
It's  become  a  question  of 
leadership. 
Of  innovation. 
Of  success  measured 
by  what  we  create, 
not  whati/ve  receive. 
The  answers  lie  within 
ourselves,  but  we  must 
ask  the  questions 
of  each  other. 

For  25  years,  Business 
Today  magazine  has 
offered  students  and 
executives  the  opportunity 
to  examine  new  *'' 

perspectives  and 
exchange  creative  insights. 
By  linking  the  experience 
of  today  with  the  vision  of 
tomorrow,  we  have  helped 
both  campus  and  corporate 
leaders  to  discover 
untapped  opportunitfes. 

Half  a  million  college 
students  want  to  know 
what  you  think. 
Speak  to  the  future  in 
Business  Today. 


Published  by  the  Foundation 
for  Student  Communication, 
organizers  of  the  Business 
Tomorrow  conferences  and 
TARGET:  education. 
305  Aaron  Burr  Hall 
Princeton,  NJ  08544-1011 
TEL:  609-258-1111 


Image:  "The  Escalator" 
{©1984  Scott  Mutter). 
For  information  regarding 
print  reproductions 
and  Mutter's  book 
Surrational  Images,  call: 
1-800-752-2444  ext.  FOR. 


Interview,  continued  from  p.  31 


You  cannot  have  a  truly  functioning  economy  without 
real  money.  But  that  fact  seems  to  be  lost  on  many 
Western  policymakers.  Having  no  money  is  like  having  a 
body  without  blood.  It  ain't  gonna  function. 

Without  a  sound  currency,  other  reforms  necessary  for 
a  vibrant,  free  economy  either  are  not  going  to  be  possible 
or  are  going  to  take  a  long  time  coming  into  effect. 

International  Handouts  No  Answer 

What  the  struggling  countries  of  the  former  Soviet 
Union  don't  need  are  gobs  of  Western  foreign  aid.  That 
would  only  subsidize  self-perpetuating  bureaucracies  and 
destructive  policies.  What  they  do  need  are  open  markets 
and  free  trade.  Free  trade  and  private  investment — domes- 
tic or  international — will  do  far  more  than  foreign  aid. 

They  also  don't  need  more  mindless  austerit\'.  Some 
Western  agencies  seem  to  suggest  that  the  poorer  you 
get,  the  better  off  you'll  be,  because  that  builds  character. 

Statistics  will  show  that  in  a  true  free-market  transi- 
tion— switching  from  one  set  of  rules  to  another  set  of 
rules — there's  a  lot  of  depression  and  unemployment,  but 
that  is  only  a  transition  period  between  one  environment 
and  a  new,  freer  one.  The  transition  should  be  relatively 
short  and  should  not  be  a  painful  one,  as  Japan,  Italy  and 
other  countries  proved  after  the  Second  World  War. 

The  idea  that  we  have  to  wait  a  couple  of  generations 
before  countries  can  truly  get  on  their  feet  is  absolute 
nonsense.  You  don't  make  an  economy  healthy  by  mak- 
ing the  people  within  it  poor.  There  is  considerable 
entrepreneurial  energy  in  the  former  Soviet  Union  and  in 
Central  and  Eastern  Europe.  That's  how  those  people 
sur\'ived  70  years — by  having  the  wits  and  the  energ}'  to 
get  around  the  obstacles  that  were  placed  in  their  way. 

Unfortunately,  strategists,  diplomats  and  geopolitical 
realists  all  seem  to  overlook  the  best  long-term  defense. 
They  all  think  in  military'  terms,  but  the  best  long-term 
defense  is  one  of  encouraging  democracy  and  economic 
liberty.  True  democracies  don't  go  to  war  with  each 
other.  But  democracy  won't  sink  deep  roots  in  the  former 
Soviet  Union  and  much  of  Central  Europe  unless  the 
principles  I  have  mentioned  are  put  to  work.  If  there  is 
perpetual  depression,  if  there  is  perpetual  economic  tur- 
moil, democracy  simply  won't  work. 

In  countries  such  as  Poland  and  Russia,  what  leaders 
call  shock-treatment  free-market  economics  is  too  often  a 
cloak  for  madness.  You  find  it  is  anything  but  free-market 
economics  when  you  examine  it  in  detail.  It  makes  the 
situation  worse,  not  better. 

Which  Way  Will  the  Winds  Blow? 

Today  the  United  States  and  the  West  are  in  a  state  of 
flux.  The  question  asked  is:  Will  the  U.S.  pursue  the  spirit 
of  isolationism  of  the  1920s  and  1930s  or  the  more 
imaginative  approach  of  the  post- World  War  II  period? 
We  speak  the  rhetoric  of  the  late  1940s,  but  our  policies 
are  too  reminiscent  of  the  1920s.  We  turned  our  backs  on 
the  rest  of  the  world.  We  enacted  an  anti-immigration  law 
in  1924,  and  then  at  the  end  of  the  decade,  with  Smoot- 
Hawley,  we  turned  to  a  form  of  economic  isolationism. 
And  we  know  what  happened  with  that. 


Our  policymakers  seem  to  forget  that  democracy  in  the 
1920s  and  1930s  withered  in  more  than  20  countries — 
not  from  external  aggression,  but  from  internal  collapse 
brought  about  by  economic  chaos:  Poland,  Hungary, 
Lithuania,  Latvia,  Estonia,  Turkey,  Greece,  Spain,  Portu- 
gal, Austria,  Japan,  China,  Brazil,  Argentina  and,  ulti- 
mately, Germany  are  some.  Today's  idea  that  democracy 
is  sort  of  a  done  deal  has  been  shown  historically  to  be 
absolutely  short-sighted. 

So  we  did  the  wrong  things  in  those  days.  Remarkably, 
American  business  leaders  were  more  activist,  more  inter- 
nationalist in  the  Twenties;  that's  how  we  got  the  Dawes 
Plan  and  the  Young  Plan.  But  the  trend  was  isolationist, 
and  the  world  paid  a  severe  price  for  it. 

In  the  late  1940s  the  West's  reaction  was  different.  We 
had  the  General  Agreement  on  Tariffs  and  Trade  and  the 
Bretton  Woods  international  monetary  system.  We  need- 
ed safet)'  and  security  from  predatory  neighbors,  so  NATO 
did  work  in  that  respect.  While  historians  and  philosophers 
can  point  out  a  lot  of  flaws  in  these  postwar  institutions, 
most  of  them  for  most  of  the  time  did  more  good  than 
harm — especially  compared  with  what  had  gone  on  earlier. 

Clearing  the  Way  for  Democracy 

The  most  instructive,  immediate  step  that  the  U.S.  can 
take  now  is  to  encourage  the  creation  of  sound  money. 
There  are  plent}'  of  models  around  for  how  to  do  that: 
Germany,  Japan  and  Italy  after  WWII.  Today  we  can  look 
at  South  Korea,  Mexico,  Argentina  and  Czechoslovakia. 

Polyconomics,  a  firm  in  my  home  state  of  New  Jersey, 
has  an  intriguing  proposal  for  resurrecting  the  dead  ruble. 
As  we  sold  our  public  lands  200  years  ago  to  help  back 
our  bonds,  Russia  likewise  has  plenty  of  assets  it  can  use  to 
revive  its  currency — assets  of  3  trillion  to  6  trillion  dollars. 

What  is  happening  in  Russia  today  is  more  of  an 
expected  inflation  than  an  actual  inflation.  That's  why 
you  see  wide-ranging  prices.  If  you  look  at  the  price  of  a 
tomato  there  and  compare  it  to  the  price  of  one  in  the 
West,  you  see  that  the  exchange  rate  is  more  like  1 1 
rubles  to  one  dollar.  If  you  look  at  other  commodities 
that  have  a  longer-lasting  life,  you  get  up  to  100,  200, 
even  600  rubles  to  the  dollar.  People  anticipate  the  ruble 
will  collapse.  But  it  doesn't  have  to  if  some  imaginative 
approach  of  resurrecting  it  is  implemented. 

There  are  plenty  of  other  sound  approaches  to  help  the 
Russian  economy,  such  as  the  sale  of  its  military'  and 
aerospace  technologies  to  American  firms  and  govern-, 
ment  agencies.  Buying  Russian  technology  would  keep 
Russian  scientists  working — working  on  our  kinds  of 
projects  rather  than  for  the  Kim  II  Sungs  of  the  world.  It 
would  also  give  Russia  some  badly  needed  hard  currency 
and  save  us  billions  of  dollars  in  development  costs. 

So  far  the  U.S.  has  not  really  pursued  these  opportuni 
ties.  Why?  State  and  Defense  Department  apparatchiks 
feel  that  if  they  block  the  sales,  they'll  ruin  the  former 
Soviet  military  and  industrial  complex,  and  Russia  will 
never  become  a  great  power  again.  The  idea  that  if  you 
wreck  a  country's  industry  you  somehow  increase  your 
own  security  is  preposterous. 

We  should  be  pursuing  the  various  models  for  helping 
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Interview 


these  countries;  it's  simply  a  matter  of  political  will.  We 
will  not  get  the  kind  of  revival  needed  in  Russia  and 
Eastern  Europe  unless  we  do.  The  hope  of  democracy' 
there  will  fail  if  we  continue  on  our  current  course. 

It  is  very  important  for  all  of  us  to  remind  both  the 
private  and  public  sectors  of  how  destructive  it  is  to 
engage  in  monetary  manipulation,  to  allow  unsound 
money.  Currency  manipulation  is  a  form  of  protection- 
ism. It  is  immoral  in  that  it  gives  some  people  unearned 
gains  and  gives  other  people  unearned,  unexpected  losses. 

In  a  way  that  I  don't  think  historians  fiilly  grasp, 
currency  manipulation  undermines  the  rule  of  law, 
property  rights  and  people's  faith  in  economic  liberty 
when  they  see  huge  changes  done  in  an  arbitrar\% 
capricious  manner  that  has  nothing  to  do  with  work, 
innovation  or  creativity. 

Sometimes  we  approach  the  subject  of  money  as  if  it 
were  the  root  of  all  evil.  Well,  it  may  sometimes  encour- 
age evil,  but  it's  preposterous  to  think  that  money  in- 
vented the  underside  of  human  nature.  In  fact,  money, 
in  its  own  way,  channels  and  guides  human  aggression, 
pride,  ambition  and  desire  into  fruitful  and  productive 
pursuits  that  ultimately  benefit  us  all.  In  short,  sound 
money  makes  possible  free  markets,  and  free  markets  in 
turn  are  the  essence  of  human  progress. 

A  Golden  Opportunity 

The  20th  century  began  as  an  optimistic  age,  espe- 
cially in  this  countr\\  People  felt  it  would  be  a  golden 
age  of  not  only  material  progress  but  also  political 
enlightenment:  more  democraq-,  more  rule  of  law. 
Then  came  the  First  World  War,  which  undermined 
people's  faith  in  Western  institutions  and  helped  begin 
the  process  of  undermining  people's  faith  in  progress.  It 
made  possible  communism,  fascism  and  naziism  and,  of 
course,  led  to  another  world  war. 

After  World  War  II,  there  were  two  models  on  the 
table:  our  model  and  that  of  the  Soviet  Union.  With  the 
collapse  of  the  legitimacy  of  communism  in  1991,  you 
might  say  we  are  back  to  where  we  were  in  I9I4,  back 
again  in  a  position  to  redeem  the  promise  with  which  this 
century  began.  We  have  a  chance  to  do  it  right  this  time. 

In  1914,  as  the  world  began  to  descend  into  war,  few 
people  realized  the  magnitude  of  the  impending  disas- 
ter. One  who  did  was  Sir  Edward  Grey,  Britain's 
foreign  minister.  He  said,  "The  lamps  are  going  out  all 
over  Europe;  we  shall  not  see  them  lit  again  in  our 
lifetime."  If  the  U.S.  pursues  sensible  policies,  in  terms 
of  getting  sound  money  and  other  central  parts  of 
economic  liberty  in  place,  then  those  lamps  will  be 
relit — not  only  in  Eastern  Europe  and  Russia,  but 
throughout  the  world — not  only  for  our  generation, ' 
but  for  generations  to  come. 

*  *  * 

Q:  Ton  were  very  critical  of  the  shock-therapy  approaches. 
Could  you  be  more  specific? 

SF:  It's  what's  done  in  the  name  of  shock  therapy, 
particularly  taxation.  I  know  in  Poland  they  still  have  very 
high  payroll  taxes.  Their  monetar\'  policy  is  a  shambles; 
they  now  have  had  another  devaluation.  This  idea  that  if 
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you  trash  your  money  you'll  get  a  trade  surplus  which,  in 
turn,  will  provide  capital  is  absolute  nonsense.  Constant 
devaluations  simply  breed  more  inflation,  which  under- 
mines your  own  internal  political  order  and  economy. 
Q:  Tour  point  about  the  U.S.  State  Department's  attempt- 
ing to  stop  Americans  from  buyin£i  Russian  military 
technolo£iy  sounds  fo  me  not  like  an  isolationist  call,  but 
rather  an  interventionist  call. 

SF:  Well,  it's  part  of  the  same  mentality  that  if  you  smash 
your  neighbor,  destroy  your  neighbor,  you're  somehow 
better  off,  that  their  misery  is  somehow  your  gain.  So  in 
this  case,  I'm  talking  about  isolationism,  not  in  the 
narrow  sense,  but  in  a  sense  of  mercantilism.  We  are  not 
looking  to  mutual  benefits.  We  did  not  pursue  the  "beg- 
gar thy  neighbor"  t\'pe  of  attitude  in  the  late  1940s.  That 
is  what  made  possible  the  saving  of  Western  Europe  and 
other  countries  from  communism — even  though  our 
model  was  sometimes  a  muddled  one. 
Q:  Tou  talked  as  if  democracy  and  economic  liberty  were 
compatible  with  each  other,  and  I  would  su£^est  to  you 
that  they  probably  are  not,  that  democracy  may  be  the 
enemy  of  economic  liberty. 

SF:  Economic  libert)'  eventually  leads  to  forces  for  a  more 
democratic  order.  Look  at  South  Korea;  it  has  had  some 
economic  libert\'  that  is  leading  to  political  reform.  It  is 
still  growing  at  a  good  rate.  You  see  the  same  process  in 
Taiwan,  the  same  process  in  Chile.  When  people  have 
one,  they  say,  "Why  not  the  other?" 

Now,  are  the  two  compatible?  That  gets  to  the  ques- 
tion of  what  enforces  economic  libert\'  in  the  absence  of 
democracy.  Without  democracy  the  country'  is  dependent 
on  strongmen  or  a  strong  party,  and  we  know  what  kinds 
of  abuse  that  leads  to. 

The  real  question  is:  Is  human  nature  compatible  with 
economic  liberty?  It  comes  down  to  kinds  of  systems,  the 
rules  of  the  game  and  people  understanding  those  rules, 
so  that  when  the  economy  gets  into  rough  water,  people 
are  willing  to  undergo  trials  that  they  normally  wouldn  t. 
LxDok  at  the  history  of  this  country^.  People  used  to  be 
brought  up  believing  in  American  democracy.  And  be- 
cause of  that,  we  were  able  to  get  through  some  periods 
that  would  have  shattered  other  societies.  If  people  have 
an  understanding  of  the  principles  on  which  their  societ)' 
is  based,  they'll  undergo  periods  of  pain,  periods  of 
readjustment — if  they  think  that  it  ultimately  is  going  to 
have  a  good  end. 

One  reason  the  mood  is  so  sour  in  the  U.S.  today 
comes  from  a  sense  of  drift.  People  feel  that  steps  are  not 
being  pursued  that  will  enable  us  to  have  a  vigorous 
recovery.  This  countrv'  is  capable  of  having  a  4%-to-6% 
growth  rate  without  inflation. 

There  is  a  technology  revolution  coming  along.  When 
you  look  at  fiber  optics  and  digital  technology,  you 
realize  extraordinary'  things  arc  ready  to  happen.  We  are 
at  the  dawning  of  a  new  age,  and  the  United  States  should 
be  in  the  forefront  of  this  revolution. 

So  to  answer  your  question,  is  human  nature  compati- 
ble with  economic  liberty',  the  answer  is  yes — if  you  have  a 
proper  understanding  of  the  principles  of  democracy  and 
economic  liberty.  ^ 
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How  can  all 
bond  insurance 
be  the  same, 
if  all  bond 
insurers  aren't? 


While  municipal  bonds 
are  considered  the 
safest  of  investments 
after  treasuries,  some  invest- 
ors are  still  concerned  about 
their  safet\'.  and  even  ^bout^ 
the  bond  insmance  that  guar- 
antees manv  of  them. 

W  hile  that  guarantee  of 
unconditional.  irre\  ocable. 
on-time  pa\anent  of  principal 
and  interest  is  identical  for  all 


sidian'  of  one  of  the  w  orld  s 
largest  and  most  financiallv 
successful  companies.  And. 
FGIC  is  the  o/?/vbond  insur- 
ance companv  awai'ded 
Triple-A  ratings  bv  all  tliree 
rating  agencies  -  Moodv  s. 
Standard  6c  Poor  s.  and  Fitch. 

Because  FGIC  s 
Aaa/A-A\/A.AA  insurance 
makes  a  bond  more  liquid 
and  the  securitA  it  pro\  ides 


the  major  bond  insurers, 
bond  insurance  companies 
themselves  do  differ  substan- 
tially. Financial  strength,  rat- 
ings, business  strategies,  and 
even  ownership  of  bond 
insurance  comj)anies  are  all 
important  factors  in  making 
an  informed  judgemenl  about 
whether  the  j)romise  to  pay  is 
more  durable  in  the  case  of 
one  bond  insurer  than  another 

Financial  (guaranty 
Insurance  Gompanv  is  one  of 
the  leading  bond  insurers.  We 
are  well-known  for  applying 
the  most  stringent  ( irdii  cri- 
teria in  deciding  which  bonds 
we'll  insure.  We're  the  only 
insurer  with  a  Triple-A  rated 
[)arent  companv.  CF  (lapilal. 
the  fuiancial  services  sub- 


that  much  more  reliable. 
FCIG-insmed  bonds  are  an 
ideal  investment  for  any  bal- 
ancctl  portfolio.  And  in  these 
troubled  times,  when  it  seems 
nothing  can  be  depended  on. 
that  is  a  ver\'  good  invest- 
ment indeed. 

For  moH'  information  about 
FCICs  Aaa/AAA/AAA  in.Mued 
bonds,  call  2 12-31 2-:3()()(). 


FGIC 

A  GE  Capital  Company 
Tomorrow's  security. 
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How  to  find  out  what  you're  really  buying  when  you  invest 
in  municipal  bonds.  Doing  some  extra  homework  can 
pay  off— not  only  by  improving  your  return,  but  also  by 
increasing  the  security  of  your  investment. 

Due  diligence 


BY  BEN  WEBERMAN 


Ben  Weberman  is  a  columnist 
for  Forbes  magazine. 


Are  you  willing  to  put  in  some  extra 
time  in  order  to  gain  more  return — 
or  more  security — on  your  bond 
portfolio? 

Doing  some  homework — ^compar- 
ing issues  with  similar  characteristics 
and  pushing  your  broker  for  more 
information — can  easily  result  in  your 
getting  an  additional  V4%  or  more 
return.  In  these  days  of  shrinking 
rates,  that's  not  to  be  sneezed  at. 
When,  as  today,  6%  is  an  average 
return  on  a  long-term  tax-free  invest- 
ment grade  muni,  a  quarter  percent 
represents  a  substantial  increment. 

There's  no  question  about  the 
availability  of  information — or  the 
potential  difficulties  in  getting  it.  Da- 
vid C.  Clapp,  partner  in  charge  of 
municipal  bonds  at  Goldman,  Sachs 
&  Co.,  is  blunt  about  the  latter:  "Too 
many  brokers,"  he  complains,  "don't 
know  what  they  are  selling." 

Start  by  asldng  for  the  brokerage 
firm's  own  report,  if  one  exists.  Then 
push  your  broker  to  get  you  a  copy  of 
the  issue's  official  statement — as  well 
as  information  on  the  issuer  itself 
from  Moody's,  Standard  &  Poor's  or 
Fitch.  Is  the  bond  on  the  watch  list  of 
any  rating  service  for  potential  up- 
grading or  downgrading?  Have  the 
price  and  yield  adjusted  yet  to  any 
forthcoming  change?  In  the  official 
statement,  you  can  find  information 


about  the  original  levels  of  debt-ser- 
vice coverage  and  reserve  hands.  Go  to 
the  issue  trustee  for  an  update. 

A  key  provision  normally  listed  in 
the  table  of  contents  under  "redemp- 
tion provisions"  in  the  official  state- 
ment is  whether  there  are  any  extraor- 
dinary call  provisions.  These  calls, 
which  usually  take  place  at  par  well 
before  the  first  call  date,  could  be 
costly  to  an  investor  who  purchased 
the  debt  securities  at  a  premium  price 
because  of  a  high  coupon. 

In  one  unusual  case,  the  Orlando  & 
Orange  County  Expressway  Author- 
ity issued  7.625%  bonds,  due  2018,  in 
1988  to  finance  construction  of  a  toll 
road.  The  bonds  were  trading  at  a  stiff 
premium  because  first  call  date  was 
not  until  1998.  But  then  a  lawsuit 
blocked  construction  of  the  road,  and 
the  issuer  took  advantage  of  an  ex- 
traordinary call  provision  to  pay  off 
the  bonds  at  1 00  in  luly  1 992 .  A  lot  of 
holders  saw  their  premium  vanish. 

Most  project  issues  contain  special 
call  provisions  to  cover  genuine  ca- 
lamities or  unusual  events  such  as 
completion  of  a  project  at  a  cost  well 
under  projections,  leaving  large  unex- 
pended sums. 

Sometimes  a  littie  knowledge 
about  the  extraordinary  call  provision 
can  pay  off",  says  Gary  Krellenstein, 
first  vice  president  at  Lehman  Broth- 
ers. Some  Austin,  Tex.  Series  82  Utili- 
ty Revenue  Refiinding  bonds  are 
priced  to  yield  6.17%  and  have  an 
extraordinary  call  at  par  in  the  event 
the  issuer  sells  off  its  share  of  South 
Texas  Nuclear  Project. 

Other  bonds  of  the  same  issuer 
didn't  have  a  similar  call  and  were 
priced  to  yield  4.65%.  The  bonds  with 
the  call  were — unnecessarily — avoid- 
ed by  investors.  Yet  the  sale  of  the 
nuclear  unit  was  unlikely  in  the  first 
place.  So  there  are  still  $40  million  of 
these  securities  available  with  cou- 


pons over  12%  selling  for  about  110. 
They  are  excellent  buys. 

Research  can  work  the  other  way, 
too.  Instead  of  earning  several  basis 
points  of  additional  yield,  homework 
may  tell  you  it's  worthwhile  to  give  up 
yield  for  security.  AAA- rated  State  of 
Maryland  bonds  due  in  15  years  pay 
5.7%.  At  the  same  time,  AA- quality 
Maryland  Department  of  Transporta- 
tion revenue  bonds  pay  5.8%  on  the 
15 -year  maturity.  The  10  basis  point 
increment  is  not  worth  the  added  risk 
over  the  state  general  obligation  be- 
cause of  the  extra  credit  quality. 

Then  there's  the  6.25%  Metropoli- 
tan Atianta  Rapid  Transit  Authority 
bond  issue  due  2018.  The  issue  is 
rated  only  A/A-t-  and  carries  a  yield  of 
6.35%  on  the  26-year  maturity.  On 
the  face  of  it,  the  low  yield  turns  off 
investors.  But  the  issue  really  has  dou- 
ble-barreled protection. 

Interest  and  principal  are  backed  by 
more  than  revenues  from  the  transit 
system;  the  bonds  carry  the  backing  of 
a  portion  of  the  city's  sales  tax  reve- 
nues. That's  a  give-up  of  10  basis 
points  from  A-rated  revenue  bonds, 
but  worth  the  cost  when  both  sources 
of  credit  are  taken  into  account. 

Another  case  where  research  paid 
off:  Charleston,  S.C.  Waterworks  and 
Sewer  Revenue  Refiinding  6s  of  2018 
were  priced  at  94.77,  to  yield  6.42%. 
The  bonds  carry  no  insurance  and  a 
rating  of  A1/AA-.  At  tne  same  time 
the  6s  of  2016  carry  insurance  from 
Ambac  Indemnity  Corp.,  are  rated 
AAA  and  traded  at  95.76,  to  yield 
6.35%.  Giving  up  a  few  basis  points  of 
yield,  the  investor  picks  up  a  bond 
with  stronger  credit,  higher  rating 
and  greater  liquidity  for  resale. 

In  short,  munis  are  a  less-than- 
efficient  market,  in  good  part  because 
of  the  uneven  spread  of  information. 
Investors  willing  to  do  their  home- 
work can  profit  from  this.  ^ 
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Like  a  lot  of  popular  superstitions,  the  so-called 
summer  rally  is  just  that— a  superstition. 

FaiiT  tales 


BY  DAVID  DREMAN 


David  Dreman  is  managing  director 
of  Dreman  Value  Management,  L.P., 
investment  Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


Expert  opinion  was  convinced  that 
the  market  rallied  every  summer  when 
B.C.  Forbes  published  the  first  issue 
of  this  magazine  back  in  1917.  Ex- 
perts are  equally  convinced  »t  occurs 
today.  Recendy,  guru  aft:er  guru  has 
attributed  the  strong  market  of  late 
July  to  the  inevitable  summer  move, 
some  stating  it  has  become  even  more 
pronounced  in  recent  years. 

The  75th  Anniversary  Issue  is  an 
appropriate  place  to  put  this  old 
chestnut  to  the  test.  And  to  rest. 

Okay,  how  well  have  stocks  done  in 
the  summer  months  over  this  long 
time  span?  To  start  with,  let's  look  at 
how  the  rally  is  calculated.  Generally 
speaking,  the  advocates  measure  the 
percentage  difference  between  the 
market  high  and  low  in  the  summer 
quarter  (ending  Sept.  30)  and  take  the 
difference  as  the  summer  rally.  If  the 
Dow,  as  a  proxy  for  the  market,  for 
example,  went  up  12%  from  its  lowest 
to  its  highest  point  in  the  quarter,  this 
would  be  the  rally. 

Has  anyone  measured  the  summer 
gain  and  compared  it  with  the  per- 
centage changes  in  the  first,  second 
and  fourth  quarters  to  see  if  it  is  the 
largest?  Heck  no.  Why  bother  when 
the  savants  are  convinced  they  already 
know  the  answer?  So  the  myth  of 
summer  rallies  flourishes. 

Let's  put  it  to  a  test.  I  examined  the 
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highs  and  lows  of  the  Dow  Jones 
industrial  average  for  each  quarter 
over  the  past  75  years.  The  next  step 
was  to  calculate  the  percentage 
change  for  each  of  the  75  summer 
quarters  and  derive  from  them  an 
average.  The  final  step  was  to  calcu- 
late percentage  changes  for  the  first, 
second  and  fourth  quarters  over  these 
same  three-quarters  of  a  century. 

Good-bye,  myth. 

As  the  table  clearly  shows,  the  sum- 
mer rally  exists  only  in  the  minds  of 
true  believers.  Over  the  past  10-,  20- 
and  30-year  periods,  rather  than  be- 
ing ahead,  stocks  showed  the  second- 
worst  results  in  the  summer  quarter, 
lagging  the  first  and  fourth  quarters  in 
every  period.  Over  the  fiiU  75  years  of 
the  study,  the  fourth -quarter  move 
was  significandy  ahead  of  the  third, 
which  in  turn  was  only  marginally 
better  than  that  of  the  second.  To  sum 
up,  the  summer  rally,  like  Beta,  the 
Efficient  Market  Hypothesis  and 
scads  of  other  Street  theories,  fades 
away  when  subjected  to  testing. 

There  is  a  lesson  here  for  the  intelli- 
gent investor.  The  myth  of  the  sum- 
mer rally  shows  how  a  popular  idea 
can  be  accepted  by  thousands  of  ex- 
perts over  generations,  with  nary  a 
one  of  them  bothering  to  check  if  any 
evidence  supports  it.  This  magazine 
over  the  years  has  repeatedly  ques- 
tioned widely  held  beliefs,  challeng- 
ing the  experts  in  the  interests  of 
saving  big  bucks  for  investors. 

Next  time  a  stockbroker  advises 


you  to  buy  stocks  for  a  summer  rally, 
tell  him  that  when  you  want  astrologi- 
cal advice  you'll  consult  an  astrologer. 

And  go  back  to  buying  stocks  that 
offer  good  relative  value.  Like: 

American  International  Group  (93) 
is  one  of  the  best- managed  companies 
in  the  insurance  industry.  Earnings 
have  increased  at  a  14%  compound  rate 
over  the  past  decade  and  should  be  up 
about  8%  in  1992.  The  stock  trades  at  a 
p/E  of  12  and  yields  0.6%. 

Apple  Computer  (43)  has  had  wild 
price  swings  this  year,  as  analysts  have 
forecast  the  near-demise  of  the  PC 
industry.  Despite  The  Street's  gloom, 
Apple's  earnings  should  be  up  over 
15%  to  a  record  high  in  1992  (fiscal 
year  ends  Sept.  30),  with  a  further 
gain  likely  in  1993.  The  stock  trades  at 
a  P/E  of  10  and  yields  1.1%. 

Woe  to  the  computer  company  that 
misses  Street  estimates  by  even  a 
smidgen.  This  happened  recentiy  to 
Hewlett-Packard  (56),  one  of  the 
leaders  in  instrumentation  and  small- 
er computer  systems.  With  the  an- 
nouncement that  earnings  would  be 
behind  quarterly  estimates,  but  up  as 
much  as  15%  for  the  September  quar- 
ter, the  stock  plunged  almost  13 
points  in  a  single  day.  It  appears  cheap 
at  a  P/E  of  1 5  and  a  yield  of  1 .4%. 

Thiokol  (15)  is  the  sole  supplier  of 
rocket  motor  sets  to  the  U.S.  space 
agency  NASA.  The  stock  is  priced  on  an 
almost  liquidation  basis,  with  a  p/e  of 
5,  at  3  times  cash  flow  and  a  15% 
discount  to  book  value.  Thiokol  also 
has  a  strong  balance  sheet  with  long- 
term  debt  under  40%  of  capital  struc- 
ture. The  stock  yields  2.3%. 

Piper,  Jajfray  (23)  is  a  growing  re- 
gional brokerage  firm.  Earnings  for 
the  first  nine  months  of  the  current 
fiscal  year  (ending  Sept.  30)  were  al- 
most double  199rs,  with  income 
gains  likely  to  continue.  The  stcKk 
trades  at  a  P/E  of  6,  yielding  3%.      ^ 


A  study  of  the  Dow 
on  a  quarterly 
basis  over  the  past 
75  years  shows 
that  hot  weather 
does  not  an 
up  market  make. 


Summer  rally  myth 

Period' 

10  years  (1982) 
20  years  (1972) 
30  years  (1962) 
75  years  (1917) 

'Ended  1991.    'Average  difference  between  quarterly  high  and  low. 
Source:  Dreman  Value  Managemerit,  L.P. 


Ist* 

2nd 

3rd 

4th 

15.9% 

10.9% 

13.8% 

17.4% 

14.4 

10.2 

13.2 

14.8 

12.3 

10.8 

12.2 

13.0 

11.9 

13.0 

13.7 

14.8 
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Health  Care  Reform  & 
New  Decisions  for  Business 

OCTOBER  1  -2,  1 992  ■  THE  PLAZA  HOTEL  ■  NEW  YORK  CITY 

A  Harvard  School  of  Public  Health  Conference 

Attend  this  unique  and  timely  conference 
addressing  the  vital  links  between  business 
and  our  nation  jt  health  care  system 

A  Prescription  for  Change 

Health  Care  Reform  &  New  Decisions  for  Business  is 
designed  to  establish  a  dialogue  among  business  leaders 
including  CEOs,  Presidents,  CFOs,  Vice  Presidents  of 
Human  Resources  and  benefits  managers,  as  well  as 
health  care  providers  and  government  officials,  to: 

■  Determine  how  new  approaches  to  health  care  will 
affect  their  company  and  employees 

■  Formulate  a  strategy  for  dealing  with  possible  health 
care  scenarios  under  consideration 

■  Develop  initiatives  for  controlling  costs  while 
delivering  optimum  health  care. 


Presented  in  association 
with  (as  of  August  20): 
Liberty  Mutual 

Insurance  Company, 
The  Prudential 

Insurance  Company 

of  America, 
Towers  Perrin, 
The  Travelers,  and 
Wausau  Insurance 
Companies 


Phase  send  me  funki 
infowiatm  on: 

n  attending 


MbesMH^  ZINE  PRESENTS 


W^jk  Health  Care  Refprrn  & 


I  New  Decisions  for  Business 

A  Harvard  School  of  Public  Hearth  Conference  .  ua-j] 

n  being  a  sponsoring  organization 

Name 


Tide 

Company 

Address 

Citv                                                State            Zip 

Phone                                         Fax 

Send  to:  CMC,  200  Connecticut  Avenue,  Norwalk,  CT 

06856-4990    Phcme:(203)  852-0500  Fax:(203)  838-3710 
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MONEY  a  INVESTMENTS 


The  U.S.  dollar  has  been  hitting  new  lows  against  the  German  mark 
but  is  about  to  make  a  comeback.  So  be  careful  about  investing  overseas. 


The  buck 
heads  up 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 

A.  Gary  Shilling  &  Co.,  economic  consultants 

and  investment  advisers.  His  firm  publishes  Insight, 

a  monthly  newsletter  covehng  the  business 

outlook  and  investment  strategy. 


Interest  rates  in  Europe  certainly 
look  tempting.  Three-month  Euro- 
deutsche-mark  deposits  yield  978%  at 
annual  rates  and  Euro-sterling  de- 
posits return  IOV'8%.  Equivalent 
short-term  interest  rates  here  are  un- 
der 4%.  Furthermore,  you  will  en- 
hance these  European  interest  rate 
spreads  by  currency'  gains  if  the  dollar 
continues  to  fall.  Since  early  March 
the  owner  of  deutsche  mark  obliga- 
tions got  an  extra  23%  as  the  dollar 
swooned  and  the  sterling  holder 
picked  up  an  additional  20%. 

But  don't  be  too  quick  to  jump  into 
European  deposits  or  short-term  se- 
curities. The  dollar's  big  plunge,  to 
post- World  War  II  lows  against  the 
German  mark,  has  already  happened. 
A  dollar  rally  may  be  starting.  If  so, 
you  will  lose  some  of  your  capital 
investing  in  European  deposits. 

Sure,  there  are  plenty  of  reasons  to 
expect  more  dollar  weakness.  Those 
big  interest  rate  gaps  attract  money 
out  of  the  U.S.  and  into  Europe.  The 
weak  U.S.  economy  discourages  for- 
eign investment  in  this  country  and 
therefore  the  purchase  of  dollars.  And 
the  Administration  has  been  talking 
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the  dollar  down  in  the  hope  that  the 
cheaper  currency  will  help  the  U.S. 
economy  by  making  imports  more 
expensive  and  exports  cheaper. 

This  has  not  worked  in  the  past. 
Offsetting  price  adjustments  by  im- 
porters and  exporters  tend  to  miti- 
gate the  effects  of  currency  moves, 
and  the  strength  of  U.S.  exports  is 
primarily  determined  by  business 
strength  in  our  major  trading  part- 
ners. But  with  a  soft  economy,  no 
budget  room  to  cut  taxes  or  increase 
spending,  low  ratings  for  the  Presi- 
dent and  the  election  looming,  the 
Administration  is  desperate. 

Desperate  or  not,  the  Administra- 
tion's earlier  efforts  to  push  the  dollar 
down  may  not  work  much  longer.  I'm 
not  thinking  of  the  central  bank  inter- 
vention to  support  the  dollar  since 
late  July.  Historically,  intervention  in 
currency  markets  has  worked  only  if 
it's  with  the  tide,  not  against  it.  Rath- 
er, I'm  looking  at  conditions  abroad. 
The  collapses  in  Japanese  stocks  and 
real  estate  are  foretelling  financial  and 
economic  problems  in  Japan  that  may 
rival  U.S.  difficulties  in  the  1930s. 
Military  action  in  Yugoslavia  and  the 
former  Soviet  Union,  and  continuing 
problems  with  Iraq  also  help  the  dol- 
lar, the  globe's  safe-haven  currency. 
Ironically,  the  buck  benefits  from  in- 
ternational troubles,  even  if  Ameri- 
cans start  them  by,  for  example,  acci- 
dentally shooting  down  an  Iranian 
airliner. 

Europe  has  problems  aplenty.  The 
German  economy  is  slipping,  and  be- 
fore long  the  Bundesbank  will  have  to 
stop  worrying  about  inflation  and 
start  worrying  about  recession.  In- 
deed, recent  reports  indicate  that 
German  inflation  is  fading  fast.  The 
resulting  interest  rate  cuts  will  reduce 
the  appeal  of  the  deutsche  mark.  The 


dollar  will  also  benefit  as  rate  cuts 
speed  in  seconds  to  recession -ravaged 
Britain,  stagnant  France  and  Italy, 
and  other  European  countries  whose 
interest  rates  are  controlled  by  Ger- 
many via  their  joint  commitment  to 
maintain  stable  exchange  rates. 

Another  important  reason  for  a 
dollar  rebound  is  the  approach  of 
voting  day.  Markets  abhor  uncertain- 
t)'.  The  dollar  began  to  get  weak  when 
Ross  Perot  was  riding  high;  foreigners 
avoided  the  dollar  as  they  worried  that 
the  election  would  be  decided  by  the 
House  of  Representatives,  with  long 
delays  and  very  uncertain  results. 
Now  Perot  is  out,  but  the  outcome  of 
the  Bush- Clinton  contest  is  far  from 
clear.  Still,  it  will  be  decided  defini- 
tively on  Election  Day,  removing  a 
major  element  of  uncertainty. 

For  all  these  reasons,  investing  now 
in  foreign  short-term  deposits  may  be 
a  big  mistake.  While  European  inter- 
est rates  may  exceed  American  yields 
for  a  while  longer,  a  climbing  dollar 
can  easily  offset  that  advantage. 

What  about  investing  in  foreign 
deposits  and  hedging  the  currency 
risks.'  That's  a  nonstarter  for  most 
investors.  The  cost  of  the  hedge  nor- 
mally exactly  offsets  the  interest 
spread.  Currency  markets  are  surpris- 
ingly efficient. 

Where  to  put  your  liquid  assets?  I 
still  like  long-term  U.S.  Treasury 
bonds,  a  well-accepted  safe  haven  in  a 
sea  of  global  trouble.  They're  likely  to- 
continue  to  rise  in  price  as  global 
economic  slack  and  falling  inflation 
rates  become  universally  recognized 
and  investors  relish  the  current  high 
4y2%  real  interest  rates  they  yield.  The 
next  big  move  in  the  greenback  is  up, 
so  U.S.  securities,  specifically  30-year 
Treasurys,  are  most  attractive  for  both 
U.S.  and  foreign  investors.  Hi 
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MONEY  &  INVESTMENTS 


Ayn  Rand  is  enjoying  new  popularity. 
Politicians  take  note. 

A  tonic  for 
the  times 


BYJOHNRUTLEDGE 


John  Rutledge  is  an  economist 

and  chairman  of  Rutledge  &  Co.,  a  merchant 

bank  in  Claremont,  Calif. 


HERE'S  A  STATEMENT  on  how  dissatis- 
fied people  are:  Ayn  Rand's  1950 
Atlas  Shrug£ied  is  selling  well  in  tJie 
bookstores  again.  It  seems  to  meet 
some  deeply  felt  but  dimly  grasped 
need  of  the  times  for  many  people. 

This  at  a  time  when  the  real  estate 
market  is  still  softening,  despite  the 
lowest  interest  rates  since  the  days  of 
Ozzie  and  Harriet.  When  the  season- 
ally adjusted  July  unemployment  rate, 
at  7 .7%.,  is  near  its  highest  level  in 
eight  years.  At  a  time  when,  with  the 
discount  rate  at  3%,  the  Fed  is  running 
out  of  bullets;  pretty  soon  it  will  be 
paying  us  to  borrow  money. 

So,  what  has  Ayn  Rand  got  to  offer 
to  comfort  us  in  this  depressingly 
sluggish  economy?  I  suspect  it's  her 
picture  of  independent  business  peo- 
ple who  won't  let  the  politicians  kick 
them  around.  That's  a  timely  tonic  in 
an  era  when  more  and  more  people 
understand  that  government  policy  is 
responsible  for  the  mess  and  when 
they  grasp  that  contender  Bill  Clinton 
is  offering  to  cure  too  much  govern- 
ment with  yet  more  government.  You 
don't  have  to  be  an  economist  to 
understand  that  when  Clinton  talks 
about  soaking  the  rich  he  means  soak- 
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ing  the  successful — the  kind  of  people 
Ayn  Rand  celebrates.  There  is  a  world 
of  difference  between  President 
Bush's  capital  gains  cut  and  enterprise 
zone  proposals  and  Bill  Chnton's 
punish-the-rich  tax  increases. 

I  hate  to  keep  picking  on  Califor- 
nia, but  the  state  has  become  a  grand 
example  of  how  too  much  govern- 
ment weakens  an  economy.  Last  week 
a  friend  of  mine  tried  to  rent  a  truck 
from  a  national  rental  company  to 
move  her  furniture  to  her  new  home 
in  Pordand,  Ore.  She  was  told  that  the 
company  was  no  longer  taking  one- 
way rentals  out  of  California  because 
no  one  was  willing  to  drive  them  back. 

It's  not  only  the  riots,  the  earth- 
quakes, the  11%-plus  top  income  tax 
rate,  the  multi- billion-dollar  state 
budget  deficit  (code  words  for  more 
tax  increases)  or  even  the  massive 
defense  cutbacks  (Hughes  Aircraft 
announced  9,000  more  layoffs  in 
July)  that  are  driving  people  out  of 
California.  It's  the  hostile  attitude  of 
the  state  and  local  bureaucracies  to- 
ward the  owners  of  capital — especially 
the  small  business  owners — who  form 
the  backbone  of  the  state's  economy. 
Ayn  Rand,  California  needs  you. 

Take  the  woodworking  shop  I 
know  in  Los  Angeles.  It  has  employed 
20  workers  but  is  going  out  of  busi- 
ness because  the  state's  air  quality 
storm  troopers  fined  the  owner 
$250,000 — it  seems  he  was  unable  to 
get  a  broken  air  pump  in  a  varnish 
booth  repaired  fast  enough  to  suit 
them.  Likewise,  a  small  machine  shop 
went  broke  when  the  licensed  waste 
disposal  site  it  used  years  ago  to  dispose 
of  several  barrels  of  solvent  went  bank- 
rupt and  an  EPA  assessment  against  the 
site  reverted  to  the  machine  shop  be- 
cause it  was  the  original  customer. 


As  Atlas  Shru^ed's  protagonist, 
John  Gait,  showed,  capital  owners 
are  independent  cusses.  They  are  un- 
willing to  suffer  silendy  from  policies 
that  attack  their  wealth.  Fortunately 
for  them,  but  unfortunately  for  the 
politicians  who  would  tax  and  regu- 
late them  into  oblivion,  they  can  pick 
up  their  marbles  and  move  to  anoth- 
er location — maybe  another  state, 
maybe  another  country,  where  they 
still  have  a  chance  to  build  and  create. 
The  losers  when  this  happens,  of 
course,  are  the  people  without  capi- 
tal, especially  unskilled  workers  in  ur- 
ban areas.  These  people  have  no  re- 
sources to  pay  for  relocating.  They 
stay  and  swell  the  unemployment  and 
welfare  rolls. 

Some  states  understand  this  better 
than  others.  Witness  South  Carolina's 
successful  campaign  to  be  selected  as 
the  location  for  BMW's  first  North 
American  plant.  But  many  states  and . 
the  country  as  a  whole  still  pursue 
policies  that  discourage  investment 
and  risk-taking.  Clinton's  policies  will 
make  these  problems  worse. 

Enterprise  zones,  designed  to  blunt 
some  of  the  worst  effects  of  govern- 
ment policy  through  tax  and  regula- 
tory relief  in  selected  urban  areas,  are  a 
good  idea,  but  by  themselves  they 
can't  get  the  economy  moving  again. 
To  do  that,  we  need  one  enterprise 
zone  extending  from  the  beach  on 
Long  Island  to  the  beach  in  Santa 
Monica.  Without  it,  the  capital  we 
must  have  to  run  the  economy  and 
create  jobs  will  simply  melt  away. 
Productivity,  jobs  and  living  stan 
dards  will  go  with  it.  The  counttT 
needs  less  talk  of  "fairness"  and  more 
talk  about  "opportunit\'."  People 
sense  this.  No  wonder  they  are  read 
ing  and  rereading  Atlas  Shrujiqed. 


\ 
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IT  TAKES  AUDACITY 
TO  SUCCEED  IN  BUSINESS 


lUTqoDUCINf 


Astonishingly  Fresli  and  Imaginative  Approach  to  Understanding  Money, 
ower,  and  Business.  Written  Especially  for  Today's  leadership  Generation. 


are  just  same  of  the  subjects  covered  in 
rentier  issue— all  typical  of  the  stimu- 
ideas  you'll  get  in  copy  after  copy: 

[luge  country  that  has  gone  through  a 
ihing,  convulsive  period  that  left  it  an 
nic  basket  case.  Russia  19S2?  No.  America 
The  imaginative  steps  vfe  took  then,  some 
indred  years  ago,  could  save  Russia  today. 


S  YELTSIN,  MEET  ALEXANDER 
ILTON  by  Jude  Wanniski. 


HEVROLET 


F. 


1920s  GM  vras  a  hungry  number  two  that 
iy  perceived  a  changing  marketplace  and 
knocked  number-one  auto  builder  Ford, 
ed  and  complacent,  from  its  number-one 
It's  uncannily  similar  to  the  way  the 
3se  beat  the  U.S.  auto  industry  in  the  '70s 
Os. 

GENERAL  MOTORS  BEAT  FORD 
1  Fenster. 


ORBES  and  American  Heritage 
announce  a  just-off-the-press, 
brand-new  quarterly  business 
magazine:  Audacity.  A  bright, 
bold  read  that  presents  lessons 
from  the  historical  vantage  point 
of  American  Heritage,  with  the 
finger-on-the-pulse  business 
acumen  of  Forbes. 

It's  a  must-have  magazine  filled 
with  lively,  useful  information 
about  American  business  that  we 
guarantee  will  put  a  whole  new 
perspective  on  how  you  look  at 
your  company  and  your  career. 

As  Ralph  Waldo  Emerson  put  it, 
"The  years  teach  much  which  the 
days  never  know." 


We  used  to  start  our  managers 
on  the  shop  floor.  Now  we 
start  them  off  in  business  school. 
By  forgetting  much  of  what  we 
long  knew,  and  divorcing 
operating  and  top  management, 
we  have  put  ourselves  in  severe 
jeopardy. 

WHY  BUSINESS  HISTORY? 
An  interview  with  Alfred  Chandler. 


IBM's  Thomas  Watson  has  heard  praise  for  his 
accomplishments  all  his  life.  But  it  was  a  WW  II  Air 
Force  general's  scrawled  "Splendid!"  on  a  report  Watson 
wrote  as  a  young  pilot  that  meant  more  than  the  rest 
combined  and  galvanized  his  self-confidence. 
MY  TURNING  POINT  A  regular  feature. 

Where  did  the  great  companies  that  failed  go  wrong? 
Why?  In  our  premier  issue:  the  rise 
and  fall  of  the  United  Fruit  Company, 
Aeromarine  West  Indies  Airways 
(America's  first  international  airlinq 
and  RKQ  Radio  Pictures. 
BOOT  HILL  Another  regular 
feature  in  every  issue. 


r  a  free  copy,  call  1-800-825-0061.  Or  v^rita:  Audacity,  P.O.  Box  BBDB,  Syracuse,  NY  13217 


«!  Send  me  four  quarterly  issues  of  Audacity  for  just  $15!  Start  my  subscription  with  the  winter  issue  due  out  mid-Decembe^ 
Enclosed  is  ray  check.  (  )  Please  charge  my  credit  card.  Circle  one:  American  Express     Visa     MasterCard 

Expiration  Date  


TlUe 


Tipany 


dress 


r/State/Zlp 

ir  gvarantee:  If  the  first  issue  you  receive  doesn't  live  up  to  your  expectations, 

3p  It  free  of  charge  and  cancel  your  subscription.  Your  money  will  be  refunded  in  full. 


■1992  Fortjes  Inc. 


Foreign  add  $3  per  year. 


iTittnuLi  inLnu^ 


MONEY  &  INVESTMENTS 


If  you  like  small-cap  stocks  but  dislike  their 
volatility,  you  should  consider  investing  in 
value-oriented  small-cap  mutual  funds. 

Roses  \<ithout  thorns 


BY  GERALD  W.  PERRIH 


Gerald  W.  Perritt  is  portfolio 
manager  of  the  Chicago-based 
Perritt  Capital  Growth  Fund  and  editor 
of  Investment  Horizons. 


Since  1940  the  universe  of  small-cap 
stocks  has  returned  15.7%  com- 
pounded annually,  versus  11.8%  for 
the  large-cap-dominated  Standard  & 
Poor's  500  index.  However,  keep  this 
in  mind:  Small-cap  stock  returns  tend 
to  run  in  streaks — that  is,  they  over- 
perform  or  underperform  the  bigger- 
cap  stocks  over  periods  that  can  last 
up  to  seven  years.  During  most  of  the 
1980s  the  small  caps  lagged.  Last 
year  the  small-cap  group  outper- 
formed the  S&P  500  for  the  first  time 
since  1983. 

If  history  is  any  guide,  this  means 
small  caps  still  have  a  lot  of  catching 
up  to  do  after  their  decade  of  lagging 
the  big  caps.  In  addition,  small -cap 
stocks  tend  to  perform  exceptionally 
well  during  the  early  stages  of  an 
economic  recovery. 

Why  should  small  caps  do  better 
than  big  caps?  According  to  accepted 
theory,  they  shouldn't.  Academicians 
have  long  embraced  the  notion  that 
financial  markets  are  efficient — that 
equity  portfolio  returns  are  solely  a 
fijnction  of  risk,  and  hence  that  the 
only  way  to  obtain  a  higher  return  is 
to  pay  for  it  by  assuming  more  risk. 

Competing  research  has,  however, 
helped  explain  why  small  caps  can 
defy  accepted  theory.  In  1978  Rolf 
Banz,  a  University  of  Chicago  doctor- 


al candidate,  demonstrated  that  port- 
folios of  New  York  Stock  Exchange - 
listed  stocks  of  small  firms  had  been 
delivering  greater  returns  than  could 
be  accounted  for  by  their  beta  coeffi- 
cients— the  accepted  measure  of  risk. 
Banz's  discovery  became  known  as 
the  "small-firm  effect."  Subsequent 
research  found  the  small-firm  effect  to 
be  universal: — it  existed  on  the  Amex, 
in  the  over-the-counter  market  and  in 
foreign  stock  markets,  as  well  as  on 
the  Big  Board. 

(According  to  Banz's  research,  a 
small  firm  is  one  whose  market  value 
would,  at  any  given  time,  place  it  in 
the  smallest  20%  of  XYSE-listed  stocks 
when  ranked  according  to  equity  cap. 
In  today's  market  companies  with 
equity  caps  below  $115  million 
would  qualify'  as  small.) 

A  study  published  just  this  year  by 
University'  of  Chicago  professors  Eu- 
gene Fama  and  Kenneth  French  sug- 
gests that  small-cap  stocks  that  also 
sell  at  modest  multiples  of  book  value 
and  earnings  deliver  even  higher  risk- 
adjusted  returns. 

So,  both  theory  and  experience 
suggest  small  stocks  are  a  superior 
investment  vehicle,  especially  those 


that  are  reasonably  priced.  Picking 
small  stocks  is,  of  course,  difficult. 
There  are  just  so  many.  For  many 
investors,  a  small-cap  mutual  fund 
may  be  the  best  way  to  invest  in  them. 

The  accompanying  table  lists  seven 
mutual  funds  (one  of  which  I  man- 
age) whose  portfolio  managers  focus 
on  small-cap,  iow-price-to-book 
stocks.  These  value -oriented  fund 
managers  have  not  subjected  their 
shareholders  to  the  wide  swings  in  net 
asset  values  that  have  whipsawed 
investors  in  small-cap,  earnings- 
momentum  funds. 

Last  year  these  seven  funds  didn't 
do  as  well  as  the  earnings  momentum 
boys  did,  returning  an  average  of  39%, 
versus  the  52%  average  return  for  all 
small -firm  fiinds.  However,  while 
most  of  the  high-growth  funds  spent 
most  of  1992  backtracking  (Scudder 
Development,  one  of  last  year's  top 
performers,  has  retreated  more  than 
14%  this  year,  for  example),  value 
funds  were  up  an  average  of  8%.  For 
investors  who  want  to  participate  in 
small-cap  stocks  but  are  uncomfort- 
able with  volatility,  these  value-ori- 
ented funds  may  be  just  what  the 
doctor  ordered.  ^M 


A  bouquet  of  small-cap  funds 

Fund 

P/E 

Price/book 

Median 

Total 

ratio 

ratio 

market 
($mil) 

assets 
($mil) 

Babson  Shadow  Stock 

16.4 

2.1 

$78 

$25 

Colonial  Small  Stock  Index 

17.9 

1.9 

93 

22 

DFA  US  Small  Company 

19.6 

2.4 

67 

850 

Fidelity  Low-Priced  Stock 

13.9 

2.6 

104 

1,339 

Heartland  Value 

15.2 

1.4 

36 

36 

Perritt  Capital  Growth 

16.0 

2.2 

75 

8 

T  Rowe  Price  Small-Cap 

17.8 

2.7 

115 

157 

Source:  Morningstar 

I^HHH 

These  funds  all  invest  in  truly  small  companies— median 
$115  million  market  value  and  a  below-market  P/E. 
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CORPORATE  ITEMS 


WINE  CELLARS 


Free  Shirt/Free  Logo 


Before  we  custom  embroider  your  logo  on  our  great  quality,  100%  cotton, 
American  Made  polo  shirt,  we'll  give  you  one  to  wear-test,  and  make  up 
your  logo,  free.  Try  our  shirt,  see  your  logo.  Find  out  for  yourself  why  our 
shirt  with  your  logo  is  better  than  Lacoste  or  Ralph  Lauren.  Minimum 
order  just  12  shirts.  Free  shipping  for  international  orders.  More  Info?  Call 

1-800-847-4478        (Fax  1'718'782-4614) 

The  Queensboro  Shirt  Company 

Dept  F29,  80  N  5th  St,  Greenpoint,  NY  11211 


WINE  CELLARS 


BY 


28  HANDMADE  WOOD  MODELS  ♦  1 14  TO  3400  BOTTLES  ♦MAbE  in  u  s  a 

FACTORY  DIRECT  TO  YOU  ^''^Ts^(?v7r^'"^ 


DESCRIPTION       APPRX  CAPACITY 


Upright 
Upright 
Credenza 
Compact 
Two  Doors 
Fur  Vault 
His  and  Hers 


400 
600 
280 

114 

230 

8  to  10  Furs 

300  bottles  4/5  Furs 


SUGG 
RETAIL 

S2495 
2995 
2695 
1395 
1795 
2995 
3995 


Designers'  non  wood  model  60  bottle  glass  door  899 


YOUR 

COST 

$1695 

1995 

1795 

995 

1195 

1995 

2995 

659 


Vinotemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  box  6 1 6 1  E)  ♦  Los  Angeles,  CA  9006 1 
CALL  800/777-VINO  (777-8466]  or  213/719-9500  fax  213/719-9518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS.  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


GOLF  GIFTS 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


16"  to  22"  models  ore  hond- 
crofted  from  solid  mohogony  with 
hondpointed  mornings  and  details 
•  Over  160  models  in  stock 
Priced  from  $99,50 
Sotisfoction  guaranteed 

Call  1-800-950-9944 


PACIflC 


VraHfilliAMNCtUntS 

WRNC 

AINSCUinUlfi 

14255  No*  7WiSlrMl 
Scollsdol(AirpoHi,AZ  85240 
(602)991-1841  -i^,    ^ 


!!  CASHMERES  !! 

And  Ldts  Of  Other  Goodies !  Free  Brochure,  Map! 

AIRMAILED  RKHT  TO  YOUR  DOOR! 

Write,  phone,  or  fax. 

all  major  cards  accepted 

PhOM:  01 1  -44-334-72366  (244ira) 

Fix:  76416 

ST.  ANDREWS  WOOLLEN  MILL, 

ST.  ANDREWS,  SCOTUNO 

(Yts,  wt'n  riiht  htn  on  the  18th  Gnm!) 


APPAREL 


The  best  underwear  anywhere. 

Boxers,  briefs  and  undershirts. 

Finest  quality,  100%  cotton 

1\  fabrics  including  Sea  Island 

f  Cotton.  Not  sold  in  stores. 

For  exclusive  catalog: 

iepi.  13  50h0  Peailitree  Rd,.  ^BIpN  POND 

wliinta.C.A  50505,  1.800-827.POND     COMPANY 


m 


or  Information  on 
orbes/Market  Classified: 
all  Linda  Loren 
12-620-2440 


S^  Behold 

^^^^    I  UK  I II  1 JV 


One  has  been  eaten  by  an  elephant- 
three  times;  others  have  sail&d  in  Amer- 
ca's  Cup,  and  gone  to  war  with  the  Canadians  in  the 
Gulf.  Acknowledged  the  world's  best  outdoor 
hat,  the  Tilley'  floats,  ties  on,  repels  rain, 

won't  shrink  and  LASTS. 

Natural-coloured,  strong,  soft,  USA-treated, 
cotton  duck  blocks  UVA  &  B  radiation.  British 
brass  hardware.  Sewn  with  care  in  Canada.  Four- 
page  Owner's  Manual.  £very  size.  $45;  $3  s/h. 

Free  but  priceless  64-page  catalogue  of  the 
world's  best  travel  and  adventure  clothing . 
(Sir  Edmund  Hillary:  "I  wear  it;  it's  jolly  good 
stuff")   Refund?   Anytime. 

lilley  EnduraUes  1-800-338-2797 

3525  Seneca  St.,  West  Seneca,  NY  14224 


GRAND  CHOCOLATE 
PIZZA.. 

Corporate  Gift  Giving 
At  its  Best  from  Beverly  Hills 

Next  Day  Gift-Wrapped  Delivery  Available. 
Call  For  FREE  BROCHURE. 

(800)475-R.S.V.P. 


SANTA  MARIA,  NINA  &  PINTA 

The  official  "SPAIN  92"  Quincentennial's 
best  commemoratives.  Abordage  assembled 
plank-on-frame  models  of  the  Columbus  ships, 
also  ships-in-bottles.  Contact:  J.  G.  Sanford 
International,  Inc.,  32 Overlook  Road,  Mtn. 
Lakes,  N J  07046.  , 


-L 


Tel:  201  263-0070 

Fax:  201-263-4063 


\iri|yi  \]in 
"olfShc 

>bu  give  tis  th«  photo  or  business 

card...we'll  put  it  on  the  bull ! 


Your  photo  is  resized" 
and  imprinted  in 
b&w  on 
Spalding'  golf 
balls  witli 
unsurpassed 
clarity.  2-4 
week  delivery. 
Photo  returned. 

Checks  payable  lo: 
G0ifSh0tS*Deptl6 

«)»/»«  ftF 9Gal£nSt.Suite020 

$o9.95/doz        Watertown,  MA  02172 
pIu»S5Smperdoz  1.80fr«3M647 

$29.95  add!  doz  using    VISA  /  MattarCard 
_  same  photo  7  logo 

ate  section  of  photo  to  be  jmiainted  on  ballt 


EXECUTIVE  GIFTS 


Wclcoiiw  To  The  World  Of 
Firte  Writing  Instruments 


Call  For  Free  Catalog 

Mont  Blanc'Parker'Cross 

Waterman*Sheaffer*Lamy 

Sallor'Omas'Ebonlte 

1851  Piedmont  Rd. 
Atlanta,  GA  30324 


(404)875-7271 
1-800-327-PENS 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain 

•  Forward-tilt 
feature 

•  Adjustable 
neck  rest 

•  Built-in 
adjustable 
lumbar  support 

As  mentioned  in 

the  Wall  Street  Journal 


l-S00-251-2225ornrile 

f>.  Aw.    Den.    IMI     lli.llishin    MAonih 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  100%  U.S.A.-made 
We'll  custom-make  any  emblem  for  you! 
Delivery:  14  business  days.  Worldwide. 
TME  Co.,  Inc.  101  Bel  Air  Drive 
NewMilford,  CT  06776,  U.S.A. 
(800)  535-5255  •  Fax  (203)  354-2786 
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FORBES  MARKET 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


'"With  Undal  the  first  thing  I  learned 
was  there  are  no  ceilings." 


Charles  Kollerer. 


''Sy^- 


■  1  lound  even,thing  1  needed  to 
acceed.  Unsurpassed  marketing  and  dealer 
support  No  franchise  fees.  High  profit 
margins  And  a  company  with  nearly  50 
years  of  experience  in  designing  the  best. 
custom  cedar  homes  worldwide  ' 

For  more  information  on  how  to  build  your 
own  Lindal  business,  call  1-800-426-0536. 


ALindal  Cedar  Homes 

P  0  Box  24426,  Depi.  FG9,  Seattle  WA.  98124 


PRESENTATION  EQUIPMENT 


$72 

$5.00  S&H 


The  most  advanced  pen  sized 

Laser  Pointer  incredible  Low  Price 

■■"■"''"'  Don't  Lose  Tlieir  Attention! 

Bright  red  laser  dot  lets  your  audience  focus  on 

your  topic  and  lets  you  direct  the  presentation.  Ideal  for 

seminars,  classrooms  and  all  presentations. 


55  Oak  Court,  Danville,  CA  94526 
Tei5l0-820-1763   Fax  51 0-820-8738 


CALL  800-854-6686 


BUSINESS  OPPORTUNITIES 


S OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Marui[aclurjng  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


INCORPORATE  IN  ANY 
STATE  BY  PHONE 


CABLE  ACCESSORIES 


5  Converters  &  Accessories  5 
2      STOP  RENTING !!       J 

w  SA\'E  MON-EY!  OWN  YOUK  EQUII'MENT|j 
M  All  ^I^i()r  Brand  Nuines-Lowcst  Pricesiy 
mFKLE  iO-Day  Trial  -FRIiE  CATALOG  | 
\A(lJ-On  Cable  Co.    1-800-334-8475^^ 


BUSINESS  OPPORTUNITIES 


$99 


=  ,;ing  Pees 


Form  a  corporation  in  just 

1 0  minutes  on  the  telephone. 

For  free  information  call 

CORPORATE  AGENTS,  INC. 
(800)  877-4224 


SMALL  TOWN 
BUSINESS  FOR  SALE 

Well  establisfied,  profitable 

Owner  financing,  good  terms 

All  areas  except  Northeast 

AFFILIATED  BUSINESS 

CONSULTANTS 

PC  BOX  49457  DEPT  D 

Colorado  Springs,  CO  80949 


#    I      I 


FREE 


Twenty  Businesses  You 

Can  Run  From  Your  Home 

With  A  Computer! 

FREE  Cassette  Tapes:  These  free,  two 

cassettes  will  explain  how  you  can  start  sev- 
CBSI 486  SX  Computer  g^al  Or  all  of  thesc  twenty  turnkey  businesses 
part-time  and  still  retain  the  security  of  your  present  position.  If  you 
purchase  our  software  and  business  program,  we  will  give  you  the  com- 
puter and  printer.  If  you  already  own  a  computer,  you  may  receive 
a  discount.  Some  individuals  are  now  earning  $4,000  to  $10,000 
per  month  part-time.  Free  home  office  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  tolUfree: 

1-800-343-8014,  ext.  779 

Computer  Business  Services,  Inc.  (Sheridan,  IN:  317-758-4415) 


HUNTING  LODGES 


SILVER  LAKE  FARMS 
&  PRESERVE 

The  Ultimate  Hunt  Experience 


•  Canada  Geese    •  Snow  Geese 

•  Puddle  Ducks    •  Upland  Game 

Migratory,  Native  &  Released  Wildfowl  Shooting 
-  Guides  &  Gun  Dogs  -  Comfortable  Lodge  - 
Overnight  Accommodations. Call  or  wnte  for 
'^^  jj       your  Free  1 6-page  Brochure 

\y/  (609)  935-8424 

142  Silver  Lake  Rd  Salem  NJ  08079 


REAL  ESTATE 


VERMONT  COUNTRY  INN 

Buy  a  HOME,  a  SUCCESSFUL  BUSI- 
NESS and  a  NEW  LIFE-STYLE!  For 
direct  sale  by  owners  retiring  after  9  yrs. 
Northern  Vermont.  15  guest  rooms, 
45  seat  rest.,  pub,  pool,  owners  apt., 
and  more  on  3.5  acres.  Major  ski  resort 
nearby.  Turn-key  operation.  $575K. 
Call  Bob  Angliss  (802)  988-2643. 


MISCELLANEOUS  FOR  SALE 


WE  BUY  DIAMONDS! 

Call  or  fax  GIA  info 

for  cash  offer. 
-Any  quantity!  - 

HOUSE  OF  ONYX 

1  Main  St.,  Greenville,  KY  42345 

800  +  626-8352  or  FAX  502  +  338-9605 


SHARING 


IS  CARING 


EDUCATIONAL  SERVICES 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 

Credit  for  work  /  life  exp   •  Accredited 
(800)  759-0005  KXT  607  (24hr) 

LaSalle  University 

Dept.  67  M^indeville,  LA  70470-4000 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Wort.  Life  ami  AcmImiIc 

Eipthtiici  •  No  Cliitroom 

Atlandance  Required 

1-800-423-3244 

FAX  (213)  471-6456 

or  (tnd  detailtd  raiume 

tor  Free  Evaluation 

Pacific  Western  University 

600  N  SeptilveOa  ava   Otpi  166  Los  Angeles  CA  90049 


CASE 


SAVE  YOUR  COPIES  OF  FORBE! 

These  custom-made  cases 
and  binders  protect  your 
valuable  copies  from  dam- 
age They  hold  about  hall  a 
year's  issues  Made  Irom  re- 
inforced board  covered  with 
leather-like  material  in 
red  Title  is  hot -stamped 
in  gold  Binders  have 
special  spnng  mechanism 
to  hold  snap-in  rods  IIMDEf 

Cases  1 -$7  95  3-$2l  95  6-$39  95 
Binders  1 -$9  95  3-$27.95  6-$52  96 
ORDER  FROM  Jesse  Jones  inOuslnes  Oopi  ' 
499  East  Erie  Ave  Phila  PA  19134  t  nt . 
name,  address  Ino  P  O  Bo«)  i  paymeni  Add  $1 1 
unil  lor  P4H  Outside  USA  $2  50  per  unil  (U  S  Igr 
only)  Pa  residents  add  6%  sales  lax  Credit  c^ 
orders  calM-800-825  6690|min  JiSI 
4 10  6  weeks  lor  delivery  Satlatacllon 


>|  Pieast  all  I 
inOuaranM*! 


FORBES  MARKET 


FINANCIAL  SERVICES 


FINANCIAL  SERVICES 


IG-NAME  STOCKS 
UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely  vulnerable 
stocks  (rated  8  or 
9)-including  some 
^  ^K  very  famous  names 
■I  \  JH  -which  I  believe 
1ARTINZWEIG  could  "take  a  bath." 
11  rush  you  the  Performance  Ratings 
or  the  next  3  months  ($45  value)  as 
I  BONUS  with  your  trial  to  The  Zweig 
'orecast.  I'd  also  like  to  send  you,  as 
1  gift,  the  hardcover  edition  of  my 
lOok,  "Winning  on  Wall  Street," 
howing  the  long-term  performance 
if  my  key  market  indicators  which 
lelped  The  Zweig  Forecast  score 


631.5%  gains,  with  exceptionally  low 

risk,  for  the  11 V2  years  since  Hulbert 

began  monitoring  advisory  services. 

(Past  results  do  not 

guarantee  future 

results.)  Call  today  for 

bonus  Performance 

Ratings  and  gift  book 

($20  retail)  with  your 

Zweig  Forecast  trial. 

Time  is  crucial. 

EXTRA  BONUS 

Three-IVIonth  Trial  $55, 

One  Year  $265.  Visa/MC. 

1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 
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A  Forbes  article,  A  Recessionist's  Portfolio  (September,  1989),  written  by  Gary  Shilling, 
outlined  a  portfolio  designed  to  make  money  in  the  coming  downturn.  Since  then  the 
leveraged  version  of  the  portfolio  he  recommended  has  outperformed  the  S&P  500  by  1 20%. 

In  Nikkei  Nervousness  (April,  1990),  with  the  Nikkei  above  30,000,  he  warned  readers  that 
the  Japanese  stock  market  faced  a  major  decline— the  Nikkei  is  now  below  20,000. 

Investors  have  profited  from  these  and  Gary's  other 
prescient  forecasts.  Now  you  can  get  his  complete  views 
)n  the  economic  and  market  outlook— and  get  themfirst. 

Subscribe  to 

A.  Gary  Shilling's  INSIQHT 

pecial  Offer  to  Forbes  readers  12  monthly  issues  $29S  (rcg.  $400) 

LUS  FREE  copies  of  Gary's  last  i  books  Call  (20 1 )  467-()()7() 
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LIFE  INSURANCE 


NVESTMENT  OPPORTUNITIES 


VESTMENT  OPPORTUNITY 

Why  Be  Satisfied 

With  4% 
On  Your  IVIoney 
uaranteed  12%  Return 
TAX  FREE 

nvest  in  Leases  to  HIGH  QUALITY 
Commercial  Customers. 
Cash  In  on  Big  Res'duals. 
(Current  Yield  35.59%) 
Equipment  Leasing  Is 
RECESSION  PROOF. 
$5,000  Minimum  Required. 
All  Investments  Handled  Through 
■n  Attorney  for  Your  Protection. 

Ill  Program  Management 

(908)  919-0518 


$1,000,000 

LIFE  INSURANCE 

Age 

1Year 
Increase 
Term 

10  Year 
Level 

Term 

Term 

Joint 
Ave. 
Aqe 

SURVIVOR- 
SHIP 

35 

$600 

$900 

$1130 

50 

$2,297 

45 

$850 

$1,800 

$2,170 

50 

$5,585 

55 

$1,450 

$4,015 

$5,075 

70 

$13,562 

65 

$4,590 

$10,605 

$13,800 

80 

$32,458 

ANNUAL  PREMIUM 
Underwritten  by  major  life  insurance 
companies  given  highest  ratings  for 
financial  soundness  by  A.M.  Best, 
Standard  &  Poors  and  Moody's. 

Call  for  a  quotation  on  any 

desired  amount.  A  free  written 

confirmation  will  be  mailed  to  you. 

CALL: 

1-800-444-8715  (outside  Mass.) 

1-617-449-6800  (Inside  Mass.) 

HNANCIAL  SERVICES  GROUP 

189  Reservoir  Street 
Needham,  MA  02194 

Receive  Value  Line 
for  only  ^S:  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library— Value  Line's  most 
recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  lo 
Invest  In  Common  Slocks.  You  will  also  receive  analyses  of  about  130  stocks 
each  week  for  10  weeks  for$6§r$55.  Available  only  once  every  two  years  to 

any  household.   SPECIAL  BONUS:  With  your  subscription  you  wrill  also 
receive  Barron's  DICTIONARY  OF  FINANCE  AND  INVESTMENT  TERMS 
Third  Edition  (retail  price  $9.95)— 537  pages  filled  with  over  3,000  definlUons 
of  terms  from  stocks  and  bonds,  banking,  corporate  finance,  and  more— in 
accordance  with  Federal  income  tax  revisions.  Your  subscription  to  Value 
Line  may  be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money 
order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 

CaU  ToU-Free  1-800-833-0046 

(Ext.  2903-Dept.  2 16E 14)  American  Express,  MasterCard  or  Visa. 

24  hours  a  day.  7  days  a  week.  30  day  Money-Back  Guarantee. 

Allow  4  weeks  for  delivery.  NY  residents  add  sales  tax. 

Foreign  rates  upon  request. 

The  Value  Line  Investment  Survejr® 

711  3rd  Avenue 
NY  10017-4064 


SOFTWARE 


Unconditionally 
Guaranteed! 

Best-performing  stock 

market  timing  system 

available  anywhere 

at  any  price. 


Software  ,  requires  IBM  type  PC 


Free  information,  call  1-800-325-1344 

TOOLS  FOR  TIMING 

Michael  R.  Burk 

829  Old  Settlers  Trail,  #3, 

Hopkins  MN  55343 


COMPUTERS 


frfmflRYmflCiND 


USTRIESINC 


Our  15th  year  of  DISCOUNTS 

Tandy®  Computers 

Radio  Shack®  phones . . .  and  more 

Toll  Free  800-231-3680 
22511  Katy  Fwy.  Katy  (Houston)  TX  77450 
1-713-392-0747     Fax  (713)  574-4567 


BUSINESS  SERVICES 


DISCOUNTED  LONG 
DISTANCE  SERVICE 


Save  10-30%  off  your  long 

distance  phone  bill  utilizing 

AT&T  and  other  carriers 

1-800-633-7070 


VOICE  MAIL 


%  > 


kit^^ 


^LAST 


VOICE  MAIL 
'^  "TELEMARKETING 
♦1;aLL  PROCESSING 

Transform  your  PC/XT;AT/386  into  a  mullHine  voice  pro- 
cessing commanri  center.  Intelligently  process  yoor 
sales,  inquires,  and  messages.  Complete  package, 
Multi-Line  (voice  Solunonl  $995 

SINGLE  LINE  IBigmOulh)  $295 


FOR  SALLS  OR  INFORt»1«TIOrvl 

Call:  1-800-947-4884 

CALL,  tSlO)  522-3800  •  FAX,  (5101  522-5556 

TALKING  TECHNOLOGY,  INC.    T, 

1125  ATLANTIC  AVE   •ALAMEDA   CA  94501     /// 


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
Cbrporations.  General,  Aircraft, 
Boat  &  Stielf  Corporations. 

Call/Write  for  FREE  KIT: 

P.O.  Box  484-FB 

Wilmington,  DE  19899 

80(V321-CORP>302-«52-6532 


jUelauxire 
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EDITED  BY  THOMAS  JAFFE 


Pointless  speculation? 

What  will  the  market  do  between 
now  and  Election  Day  as  the  candi- 
dates stump?  Roland  Perry,  president 
of  Delray,  Fla. -based  Chivas  Capital 
Management  (assets,  nearly  $25  mil- 
lion), has  done  research  into  what 
happened  during  previous  campaigns 
and  turned  up  some  data  that  may 
help  provide  an  answer. 

Perry  notes  that  the  party  of  the 


President  Bush  in  Houston 

Will  he  move  the  market?  How  much? 


incumbent  President  traditionally 
holds  its  nominating  convention  sec- 
ond, whether  the  President  is  running 
for  reelection  or  not.  He  examined 
the  23  presidential  election  years  from 
1900  through  1988,  recording  the 
closing  price  of  the  Dow  on  the  final 
day  of  that  second  convention  and  the 
Dow's  price  on  Election  Day  itself. 
Perry  found  that  if  the  incumbent,  or 
his  party's  candidate,  won  the  White 
House,  the  Dow  rose  an  average  7.1% 
between  those  two  dates.  Excluding 
the  big  spike  up  in  1932,  when  Roo- 
sevelt beat  Hoover,  the  Dow  was  only 
down  an  average  1.7%  if  the  incum- 
bent or  his  party's  candidate  lost. 

Perry's  data  suggest  that  whoever 
wins  this  November,  there  probably 
won't  be  a  major  move  by  the  market 
between  now  and  then.  If  history 
repeats,  investors  speculating  on  the 
election's  outcome  are  likely  to  be 
disappointed,  even  if  their  man  wins. 

Cleaner  air  company 

Donaldson  Co.  (estimated  1992 
sales,  $475  million)  makes  a  wide 
range  of  industrial  goods,  including 
air  filters,  liquid  filtration  devices  and 
exhaust  products  for  engines,  com- 
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pressors  and  mobile  equipment.  The 
metal  fabrication,  woodworking, 
pharmaceutical  and  food  industries 
use  Donaldson's  air  filtration  systems 
in  their  factories.  The  company  also 
produces  specialized  filters  for  indus- 
trial gas  turbines,  computer  disk 
drives  and  personal  respirators. 

Analyst  J.  Keith  Dunne  of  Milwau-*" 
kee's  Robert  W.  Baird  &  Co.  projects 
that  as  the  economy  slowly  recovers, 
Donaldson's  earnings  will  compound 
at  16%  to  18%  annually  over  at  least 
the  next  three  years.  He  expects  the 
Minneapolis- based  company  to  bene- 
fit strongly  from  both  clean  air  regula- 
tion and  the  cyclical  recovery  of  its 
traditional  market  in  diesel  engine 
filters.  He  also  notes  that  Donaldson 
is  developing  a  replacement  parts 
market,  as  well  as  expanding  overseas, 
where  10  of  its  19  plants  are  situated. 

Dunne  estimates  that  Donaldson 
earned  $1 .77  a  share  in  the  fiscal  year 
ended  July  31,  1992.  He  looks  for  a 
16%  gain,  to  $2.05,  in  the  current 
fiscal  year.  Although  the  stock 
climbed  steadily  between  late  1989 
and  early  1992,  reaching  a  split-ad- 
justed high  of  31%  last  winter,  it  has 
been  marking  time  ever  since.  Recent 
price:  29 V4,  or  14  times  Dunne's  earn- 
ings estimate  for  the  current  year. 

That's  a  fair  price  to  pay,  says 
Dunne,  for  good  growth  prospects. 
There  are  14  million  shares.  Mario 
Gabelli's  fiinds  own  9.9%. 


Cleaner  air  company  (II) 

If  YOU  THINK  the  government  is  going 
to  continue  to  clean  up  emissions 
from  the  internal  combustion  engine, 
here's  a  company  to  watch:  $240 
million  (estimated  1992  sales)  Wal- 
bro  Corp.  Based  in  Cass  City,  Mich., 
Walbro  makes  fiiel  systems  products 
that  help  automotive  and  small  en- 
gine manufacturers  meet  increasingly 
stringent  emissions  control  and  fiiel 
economy  standards.  Over  60%  of 
Walbro's  sales  are  automotive-related 
(Ford  and  Chrysler  are  its  leading 
customers);  the  rest  go  to  producers 
of  small  gasoline  engines. 

Analyst  Gregg  Lucas  of  Charlotte's 
Interstate/Johnson  Lane  says  Walbro 
intends  to  leverage  its  expertise  at 
making  components  by  becoming  a 
supplier  of  complete  fijel  storage  and 
delivery  systems  to  carmakers.  It  also 


is  expanding  overseas,  where  it  has  a 
49%  interest  in  a  joint  venture  with 
Europe's  Magnetti  Marelli,  a  Fiat 
subsidiary.  Meantime,  Walbro  is 
building  a  plant  in  Indiana  that  will 
manufacture  plastic  fiiel  tanks  for  the 
North  American  automotive  indus- 
try. These  tanks  weigh  less,  cost  less  to 
make  and  resist  impact  better  than 
steel  tanks.  Lucas  estimates  that  five 
years  from  now  this  business  could 
account  for  $60  million  in  sales. 

Although  the  o-t-c  stock  has  more 
than  doubled  over  the  past  year,  at  its 
recent  price  of  29V4  Walbro  is  still  a 
buy,  says  Lucas.  Thanks  to  two  stock 
offerings  and  the  conversion  of  some 
notes,  finances  are  strong,  and  Wal- 
bro's earnings-per-share  growth  con- 
tinues to  barrel  along.  Lucas  expects 
the  company  to  earn  $1.80  a  share 
this  year,  up  from  98  cents  in  1991. 
He's  looking  for  $2.10  a  share  in 
1993.  The  stock  sells  for  14  times  his 
1993  earnings  estimate.  (There  are 
8.1  million  shares  outstanding.) 

Eye  on  Medusa 

Based  in  Cleveland  Heights,  Ohio, 
Medusa  Corp.  was  spun  off  by  Crane 
Co.  in  1988.  The  $190  million  (esti- 
mated 1992  sales)  company  produces 
cement  and  aggregates,  and  provides 
construction  services  for  highway 
safety.  Medusa's  three  cement 
plants — in  Charlevoix,  Mich.,  Clinch- 
field,  Ga.  and  Wampum,  Pa. — mainly 
serve  the  Midwest  and  South  and  are 
among  the  most  efficient  in  the  U.S., 
thanks  to  extensive  capital  improve- 
ments in  recent  years.  Two  of  them 
run  on  waste  fliels  rather  than  coal, 
which  helps  cut  costs. 

Analyst  Andrew  Feinman  of  Alba- 
ny, N.Y.'s  First  Albany  thinks  the 
company  will  earn  $1.11  a  share  this 
year,  up  48%.  He's  looking  for  a  35% 
gain,  to  $1 .50,  in  1993.  Feinman  also 
likes  Medusa's  balance  sheet;  the 
debt-equity  ratio,  for  example,  has 
dropped  to  1.4-to-l. 

Between  December  and  June  the 
NYSE-listed  stock  ran  up  from  13  to 
nearly  2 1 ,  but  it  has  since  backed  off 
to  a  recent  16V8,  or  just  11  times 
Feinman's  1993  earnings  estimate. 

There  are  10.8  million  shares  out 
standing.  Insiders,  led  by  Chairman 
Robert  Sheldon  Evans,  own  about 
8%;  the  Crane  Fund  another  1 1%. 
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MESSAGE  FROM 
THE  PRESIDENT 
GYOSEI  CORPORATION 


Mr.  Malcolm  S.  Forbes  Jr. 
President  and  Editor-in-Chief 
Forbes  Magazine 

Dear  Mr.  Forbes: 

Please  accept  our  sincere  congratulations  on  the  occasion  of  the  75th 
anniversary  of  your  esteemed  magazine  -  the  most  prestigious  and 
long-established  business  magazine  in  the  world. 

We  are  honored  and  proud  that  we,  Gyosei  Corporation,  one  of  the 
leading  publishers  of  Japan  with  a  staff  of  more  than  2,000,  became  one 
of  your  partners  and  launched  Forbes  Nihonban  (Japanese  edition)  in 
your  important  anniversary  year.  It  gives  me  a  great  pleasure  to  tell  you 
that  the  new  business  magazine  is  very  well  received  by  Japan's  business 
communities. 

The  addition  of  Forbes  Nihonban  to  a  number  of  titles  of  magazines  and 
books  we  publish  at  Gyosei  is  one  of  the  most  remarkable  undertakings 
in  the  history  of  our  company  which  enters  its  100th  anniversary  year  in 
October,  1992. 

We  believe  that  Forbes  Nihonban  will  be  an  important  bridge  between 
the  United  States  and  Japan  contributing  to  helping  overcome 
communications  problems  between  the  two  countries.  We  also  believe 
that  it  will  help  build  up  a  better  world  through  better  understanding  of 
the  world  we  live  in  as  we  will  address  issues  which  remain  still  unsolved 
despite  the  collapse  of  the  Soviet  Ejnpire  and  reaffirmation  of  the 
capitalism  and  free  economies. 

We  have  no  question  that  the  partnership  between  Forbes  and  Gyosei  is 
one  important  step  forward  for  strengthening  the  relationship  between 
the  U.S.  and  Japan. 

Happy  75th  anniversary!  We  wish  you  all  successes  in  the  future. 

Sincerely  Yours, 


tP 


Otoyasu  Fujisawa 

President 

Gyosei  Corporation 


GYOSEI  CORPORATION 

Main  Businesses:  Publishing,  Printing,  Data  Base  Information  Services,  Computer  System 
Services,     Manufacturing     and     Sales     of     Educational     Materials/Document     Storage 
Systems, Leasing,  Art  Galleries.   Subsidiaries:  CATV,  Electronic  Communications,  Production 
and  Sales  of  TV  Programs,  Manufacturing  and  Sales  of  Medical  and  Chemical  Products. 
Address:  4-2  Nishi  Gokencho,  Shinjuku-ku,  Tokyo  162,  Tel:  03-3268-2141,  Fax:  03-3268-2315 


Congratulations    to    Forbes 
ON    Your    S e v e n t y- F  i  f t h    Anniversary 


YEARS  OF 

EXCELLENCE 


We    are    Proud    of    Our    Many    Years 
of    Association    with    Forbes 


eU  Ernst  &YOUNG 


Now  Printed  in  New  York 


«Heralb3KSnbunf 


[Sim  War 
lU  toTotve 
nleVorld' 


Baker  Affirms  Jai 
AsFinalPiJloutl 
To  Avert  a  War  in 


If  you  like  the  Trib 

when  you're 

travelling,  why  not 

get  it  at  home? 

Now  the  International  Herald 
Tribune  offers  same  day 
delivery  in  many  U.S.  cities. 

For  your  daily  international 
briefing  -  with  features  on 
travel,  fashion,  global 
investing  and  much,  much 
more,  call  us  toll  free: 

1-800-882-2884 


1-800-888-9896 

Call 

FORBES  SUBSCRIBER 

SERVICE 

To  Change  Your  Address  Or 

Order  A  New  Subscription 

(Allow  4-6  weeks  for  Address  (Ihangc. 

Please  quote  subscriber  number  on  address  label 

of"  magazine.) 

or... 

mail  this  coupon 
with  current  address  label. 


Name 


New  Address . 


(;ir\' 


State 


Zip. 


JA9X41 


NEW  SUBSCRIPTION 

D   I  Year  (27  issues)  S52 
D  3  Years  (81  issues)  S 104 
In  Canada,  1  year  S90  Can. 
International,  add  S67  to  U.S.  annual  rate. 

Forbes 

P.O.  Box  10048 
Dcs  Moines,  I A  .S0340-0048 


Other  credits  listed  for 
the  following  pages; 

49  Stock  Market 

50  Stock  Market 

51  Jeffrey  Sylvester/FPG 

52  Pat  La  Croix/Image  Bank 

53  David  Bartruff/FPG 

100  clockwise  from  top  left: 

Dennis  Brack/Black  Star  (Phil  Donahue); 
Eddie  Adams/Capital  Cities/ABC  (Peter 
Jennings);  Timothy  White/Capital  Cities/ 
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228  top  right:  Ray  Cruz 
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5  STAR  GENERAL 

These  are  five  of  the  stars  in  the  General  Media 

magazine  group.   Each  is  a  star  in  its  own  firmament. 

Each  shines  its  light  on  a  different  field  of  human  interest. 

And  each  offers  advertisers  a  universe 

of  active  spenders. 

GENERAIMEDIA 

Smitti/Greenland. Inc  INI  ElUwll  I wlwlL 
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DeBcers 
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Crushed  Velvet! 
Platform  Shoes.  Erogenous  Zones.  The  Terrible  Twos. 
I  Finger  Painting.  Ballet  Classes.  Slumber  Parties. 
I  Punk.  Funk.  Parents  Day. 

I  College  Plays.  Asset  Management. 

i  Y^ur  love  lasted  through  it  all> 


The  25th  Anniversary  Diamond. 
A  brilliant  celebration  of  the  loving  marriage 


,  .  V.V     '    This  necklace  features  a  diamond  center  stone  oj  2.1  carats.  25th  Annii'crsafy  Dia/nond  Jewehy 

is  available  through  these  fine  jewelers  or  call  Aurion  International  Ltd.  at  1-800-222-9615.  A  diamond  isfi^rever. 


winaMafHiMi 
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EDITED  BY  DERO  A.  SAUNDERS 


Whether  early  in  a 
developing  boom 
or  in  the  deepening 
shadows  of  the 
Depression, 
B.C.  Forbes  kept 
urging  his  businessmen 
readers  and  the  nation's 
political  leaders 
to  act  upon  the 
facts  he  insistently 
set  before  them. 

"The  more  things  change. . ." 
70  years  ago  in  Forbes 

(From  SUMMER  ISSUES  OF  1922) 
"Our  cardinal  industry,  agriculture, 
should  enjoy  a  reasonably  good 
y^ear.  .  .  .  The  vasdy  important  metal 
industries  are  doing  better,  and  prices 
for  the  principal  products  are  firming 
js  a  result  of  keener  demand.  .  .  .Rail- 
way traffic  is  expanding,  and  now  that 
the  10%  reduction  in  fi-eight  rates  has 
taken  effect,  the  volume  of  freight  is 
likely  to  expand  considerably.  The 
automobile  industry  and  the  indus- 
tries affected  by  it,  including  rubber, 
are  faring  astonishingly  well.  The  final 
figures  for  June  output  and  sales  of 
cars  may  easily  exceed  all  previous 
records." 

"Nothing — not  even  a  crop  failure — 
would  more  surely  decree  the  killing 
of  the  healthy  recovery  now  under 
way  than  shortsighted  boosting  of 
prices.  The  public  is  beginning  to 
spend  money  with  almost  normal 
freedom,  except  that  prices  are  still 
closely  scrutinized  and  a  good  deal  of 
'shopping'  is  indulged  in,  especially 
by  women,  before  purchases  are  actu- 
ally made.  .  .  .  Just  how  much  pur- 
chasing will  increase  will  depend 
more  than  anything  else  upon  how 
prices  strike  potential  buyers.  The 
oublic  haven't  forgotten  how  prices 
were  inflated  during  the  war  and 
how  effectively  they  stopped  the 
whole  business  by  simply  refusing 
to  buy." 


"We  kick  and  wc  complain  and  we 
strike.  We  fiime  about  high  rents,  dear 
coal,  the  oppressive  cost  of  living.  We 
rebel  against  working  more  than  eight 
hours  a  day,  and  we  fight  for  time- 
and-a-half  pay  for  all  overtime.  We 
groan  over  local  taxes,  income  taxes, 
corporation  taxes.  In  short,  we  pity 
ourselves  a  lot.  Yet — well,  are  we  so 
terribly  badly  off?  How  do  we  fare  as 
compared  with,  say,  our  parents  and 
their  generation?  Is  it  not  the  truth 
that  the  vast  majority  of  us  live  much 
more  comfortably  than  the  majority 
of  people  did  25,  30,  40  years  ago.>" 

"When  the  sponsors  of  a  piece  of 
legislation  plead  that  it  not  be  availed 
of,  it  is  time  to  protest  against  the 
hatching  of  any  such  temptation. 
Without  the  slightest  question,  the 
proposed  tariff  would  mean  higher 
prices  for  necessaries  of  life.  And,  as 
already  emphasized,  the  imposition  of 
higher  prices  in  the  near  future  would 
precipitate  another  rebellion  on  the 
part  of  the  consuming  public  and 
would  bring  no  end  of  trouble.  ..." 

"This  is  being  written  on  a  train 
speeding  towards  the  Pacific  Coast. 
Here  is  some  of  the  information  I 


have  received  since  leaving  New  York. 

"Throughout  most  of  the  country, 
and  notably  in  the  vast  Northwest,  crops 
this  year  will  be  most  bountiful.  .  .  . 

"I  have  had  long  talks  [in  Chicago] 
with  J.  Ogden  Armour,  Thomas  E. 
Wilson  and  Swift  &  Co.  All  tell  me  the 
same  story:  After  the  heartbreaking 
losses  of  the  previous  year,  business 
has  been  moving  back  towards  nor- 
mal value.  'Normalcy'  has  not  yet 
been  reached,  however,  especially  in 
the  important  matter  of  profits.  The 
packers  do  not  expect  real  prosperity 
until  Europe  becomes  more  able  to 
buy  American  goods.  As  Mr.  Armour 
remarked:  'It  is  the  last  12%  which 
Europe  buys  that  fixes  the  prices  our 
farmers  get  for  their  wheat.'  " 

-B.C.  Forbes 

60  years  ago 

(From  SUMMER  ISSUES  OF  1932) 
"  'Only  experienced  men  need  ap- 
ply.' That's  a  familiar  line  in  Help 
Wanted  advertisements.  .  .  .  But 
when  it  comes  to  filling  the  biggest 
business  job  in  America,  business  ex- 
perience is  accounted  a  disqualifica- 
tion! Running  the  affairs  of  the  U.S. 
has  become  essentially  a  business  job. 
Politics  have  become  mainly  econom- 


B.C.  Forbes' 
continuing 
hatred  of  high 
tariffs  is  obvious 
in  this  cartoon, 
sparked  by 
passage  of 
the  Fordney- 
McCumber 
Tariff  Act 
of  1922. 
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FLASHBACKS 


First  New  York- 
Washington  air 
shuttle  was  by 
Ludington  Line 
in  late  1930.  it 
made  a  small 
profit  the  next 
year,  without 
subsidy  help. 


ics — 'The  world  is  luled  by  the  count- 
ing house,'  was  how  President  Wilson 
expressed  it.  How  to  make  it  possible 
for  all  the  people  to  earn  a  living  has 
become  the  supreme  objective  of  gov- 
ernments and  rulers.  Yet,  whenever  a 
man  accustomed  to  handling  large- 
scale  affairs  is  proposed  as  a  candidate 
for  the  Presidency,  objections  are 
prompdy  raised.  .  .  . 

"Is  there  virtue  only  in  mediocrity.'' 
Is  obscurity  a  recommendation,  hard- 
won  eminence  a  condemnation  when 
the  most  important  position  in  the 
land  is  to  filled.^  Is  business  success 
suicidal  when  high  public  office  is  at 
stake?  Is  it  that  an  eminent  self-made 
man  thereby  makes  himself  unfit  for 
public  office  calling  for  eminent  abili- 
ty? Could  anything  be  more  absurd?" 

"The  five-day  week  is  spreading. 
More  large  companies  are  at  present 
operating  five  days  than  six  days. 
Wages  in  most  instances  have  been 
reduced  correspondingly.  The  princi- 
ple of  spreading  work  among  all  regu- 
lar employees  has  been  widely  adopt- 
ed. This  limits  the  number  of  workers 
thrown  completely  idle.  As  industry 
and  employment  revive,  the  prospect 
is  that  many  companies  will  increase 
their  forces  in  preference  to  increasing 
the  workweek  beyond  five  days.  ...  It 
is  socially  more  desirable  that  all  em- 
ployable workers  be  given  five  days  a 
week  than  that  a  smaller  number  be 
given  five -and -a- half  or  six  days'  work 
weekly." 

"Pessimism  was  most  rampant  when 
economic  conditions  were  at  their 
worst.  Those  who  had  gumption 
enough,  courage  enough,  vision 
enough  to  look  ahead  and  act  inde- 
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pendendy  didn't  have  long  to  wait  in 
order  to  reap  reward.  Between  mid- 
year and  the  beginning  of  September, 
stocks  advanced  an  average  of  more 
than  100%,  bonds  fiilly  50%,  wheat 
almost  25%,  silk  over  85%,  gasoline 
more  than  25%,  and  hides  are  up  more 
than  85%  from  their  lowest  price." 

"The  Forbes  Open  Letter  to  J. P. 

Morgan  was  followed — perhaps  it  was 
only  a  coincidence — by  the  organiza- 
tion of  a  very  influential,  Morgan - 
sponsored  bond -buying  corporation. 
Since  then  the  bond  market  has  acted 
distinctly  more  orderly. 

"Forbes  hereby  suggests  that 
Morgan  &  Co.  take  the  initiative  in 
organizing  a  Stock-Buying  Corpora- 
tion. Whereas  only  $10  million  was 
the  original  subscription  to  the  bond 
corporation,  not  the  slightest  difficul- 
ty would  be  experienced  in  raising 
half-a-billion  or  even  a  billion  dollars 
as  capital  for  a  Stock- Buying  Corpo- 
ration under  the  aegis  of  the  House  of 
Morgan  and  other  leading  firms  and 
institutions." 

"Today  residential  building  stands 
alone  as  the  only  major  industry 
whose  methods  are  those  of  the  Pha- 
raohs. The  day  of  hand  labor,  produc- 
tion in  small  lots,  and  shoestring  fi- 
nancing has  long  since  passed  in  steel, 
automobiles,  chemicals,  textiles. 
Even  the  farmer — often  derided  as  a 
primitive  in  a  day  of  mass  produc- 
tion— plants  his  corn  with  a  tractor- 
drawn  machine. 

"Yet  the  bricklayer  piles  his  bricks 
one  by  one.  The  builder  puts  up 
houses  one  by  one.  Financial  margins 
arc  narrow  as  the  edge  of  a  knife.  And 
the  $5  billion  construction  industry 


lies  flat  on  its  back. 

"How  revive  this  exhausted  giant? 
How  bring  back  his  vast  appetite  for 
wood  and  steel  and  mortar  and  stone, 
glass,  hardware,  piping,  radiators,  and 
the  thousand  and  one  other  things  he 
consumes — an  appetite  so  important 
to  our  business  structure  that  it  can 
mean  the  difference  between  depres- 
sion and  prosperity." 

"John  D.  Rockefeller  Jr.  probably  is 
the  richest  man  in  the  world  today. 
Yet  few  need  envy  him  his  mode  of 
living.  I  know  no  man  who  takes  his 
responsibilities  with  profounder  seri- 
ousness. It  is  rare  for  him  to  smile;  I 
question  whether  he  laughs  uproari- 
ously once  a  twelve -month.  Not  satis- 
fied to  do  a  normal  day's  toil,  he 
habitually  carries  work  home  and 
commonly  slaves  all  evening.  Devout- 
ly religious,  he  is  constandy  haunted 
by  dread  that  he  may  not  live  up  to  the 
very  maximum  of  the  opportunities 
and  obligations  attaching  to  the  vast 
wealth  at  his  disposal." 


Partly  to  make  Jobs  and  spur  the  econo- 
my, the  Rockefeller  family  built  Rockefel 
ler  Center  deep  in  the  Depression. 


"What  is  happening  in  Amcric; 
industry?  [It  appears  that]  many  con 
cerns  of  moderate  size  have  battlci 
against  the  Depression  more  effcc 
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So  taken  was  Forbes  by  the  military  use  of  gliders  in  World  War  11  that  it  captioned  this 
picture  "Transportation  of  the  future." 


tively  than  have  corporations  of  colos- 
sal magnitude,  suggesting  that  con- 
centration and  combination  can  be 
carried  too  far." 

50  years  ago 

(  From  the  issue  of  Sept.  15,1 942 ) 
"The  glider  train,  consisting  of  one 
tow-plane  and  three  or  more  gliders, 
is  now  a  tested  reality.  Used  solely  for 
war  purposes  today,  tomorrow  it  will 
carry  mail  and  fast  freight  to  every 
point  on  the  globe,  revolutionizing 
transportation." 

'Payments  on  loans  on  small  homes 
continue  to  be  made  with  outstand- 
ing regularity,  notwithstanding  that 
32%  of  the  moderate  income  families 
in  this  [Calif]  area  have  been  hurt 
financially  by  the  war.  The  reputation 
established  years  ago  by  the  small 
homeowner  for  thrifty  habits,  prompt 
payment  of  bills  and  scrupulous  re- 
gard for  obligations  is  being  steadfast- 
ly maintainea  today,  with  the  small 
owner  making  a  better  record  than  his 
wealthier  neighbor.  Homeowners 
with  earnings  under  $3,000  a  year 
have  a  loan  payment  record  6%  better 
than  those  earning  $6,000  a  year,  and 
10%  better  than  those  earning 
$10,000  a  year!" 

"Railroad  passenger  traffic  has  hit  a 
new  ceiling,  and  the  roads  are  making 
more  money  on  passenger  business 


than  ever  before.  This  year  the  carriers 
will  travel  50  billion  passenger  miles — 
75%  more  than  last  year  [and]  35% 
more  than  the  previous  peak.  ..." 

"The  Treasury  reports  that  the  na- 
tional debt  on  Sept.  1, 1942  was  $86 
billion,  as  compared  with  $57  billion 
a  year  ago." 


25 


years  ago 


(From  THE  ISSUE  OF  Sept  15, 1967) 
"If  a  company  has  nothing  going  for 
it  except  one  thing — good  manage- 
ment— it  will  make  the  grade.  If  it  has 
everything  except  good  manage- 
ment, it  will  flop.  That's  the  clear 
lesson  of  50  action-packed  years  of 
U.S.  business  history." 

"The  auto's  detractor  said  it  never 
would  become  a  mass  item;  too  few 
people  could  afford  them  [and]  there 
weren't  suitable  roads.  But  the  auto- 
mobile .  .  .  got  the  roads  built  and 
helped  expand  the  purchasing  power 
on  which  its  growth  depended." 


10 


years  ago 


(From  THE  ISSUE  OF  Sept.  13, 1982) 
"The  Japanese  may  be  public  ene- 
mies in  Detroit,  but  they  should  be 
heroes  in  the  Farm  Belt.  Japan  can 
claim  top  rank  as  a  buyer  of  U.S. 
agricultural  products,  spending  $6.6 
biUion  last  year,  all  but  $1.1  billion  or 
so  on  food.  American  farmers  sup- 


plied the  Japanese  menu  with  $1.8 
billion  word"!  of  corn,  $1.1  billion 
worth  of  soy  beans  and  $615  million 
worth  of  wheat.  The  big  nonfood 
items  on  Japan's  agricultural  shop- 
ping list  were  cotton  ($504  million), 
hides  for  leather  ($255  million)  and 
tobacco  ($302  million).  Second  to 
Japan  on  the  customers'  list  was  the 
Netherlands,  with  $3.3  billion,  fol- 
lowed by  Mexico  with  $2.4  billion 
and  Korea  with  $2  billion." 

"During  the  Age  of  the  Moguls, 
roughly  from  the  Civil  War  to  the 
Great  Depression,  the  very  rich  came 
out  of  the  closet  and  visibly  enjoyed 
their  wealth.  But  now,  by  and  large, 
they  have  gone  underground  with  it. 
Drawing  up  this  [first  Forbes]  fist  of 
America's  richest  people  was,  there- 
fore, a  formidable  task.  A  majority  of 
the  people  on  it  would  have  preferred 
not  to  have  been  listed." 


Famed  dance  teacher  Arthur  Murray 
was  also  a  shrewd  investment  adviser 
and  avid  tennis  player  into  his  late  80s. 


"Arthur    Murray,    the    man    who 

taught  America  ballroom  dancing 
...  is  at  87  perhaps  the  nation's  old- 
est hands-on  money  manager.  From 
his  Hawaii  penthouse  he  invests  some 
$15  million  for  himself,  his  immedi- 
ate family  and  a  swarm  of  more  distant 
relatives  and  friends.  Murray  charges 
no  fee  for  his  services,  but  his  perfor- 
mance is  impressive  indeed.  Over  the 
past  four-plus  years,  for  example,  his 
major  account  has  averaged  gains  of 
32%."  H 
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Several  weeks  of  summer 
vacation  in  the  Thirties  I 
spent  workin£i  at  $15  a  week 
in  the  FORBES  office.  .  .  . 
I  worked  in  the  "mail  cage, " 
where  envelopes  were  slit 
and  subscription  payments 
extracted.  Dad  used  to  come 
pounding  down  the  office 
aisle  and  pause  long  enough 
to  ask,  "How  much  today?" 
Inevitably  the  answer  was 
inadequate — except  once. 
That  day  the  controller 
said  excitedly,  "Mr.  Forbes, 
the  ledger  shows  a  slight 
profit  this  month!" .  .  . 
My  father  turned  to  him 
and  said,  "Toung  man,  I 
don't  give  a  damn  what 
your  books  show.  Do  we  have 
any  money  in  the  bank?" 


-iVL\LCOLM  Forbes 


To  believe  all  men  honest 
would  be  folly.  To  believe 
none  so,  is  something  worse. 
-John  Quixcy  Ad.-vms 

There  is  no  well-defined 
boundan*  between  honest}' 
and  dishonest)'.  The  ft^ontiers 
of  one  blend  with  the  outside 
limits  of  the  other,  and  he 
who  attemtps  to  tread  this 
dangerous  ground  may  be 
sometimes  in  one  domain  and 
sometimes  in  the  other. 
-O.  He.\-rv 

Make  yourself  an  honest  man, 
and  then  you  may  be  sure 
there  is  one  rascal  less 
in  the  world. 
-Tho.\l\s  Carl\xe 

Integrit)'  without  knowledge 
is  weak  and  useless,  and 
knowledge  without  integrit)' 
is  dangerous  and  dreadful. 
-Samuel  Johnson 


A  Text ... 

As  ye  have  therefore 
received  Christ  Jesus 
the  Lord,  so  walk  ye  in 
him:  rooted  and  built  up 
in  him,  and  stablished 
in  the  faith,  as  ye  have 
been  taught,  abounding 
therein  with  thanksgiving. 
-COLOSSL^NS  2:6-7 


Sent  in  by  Samuel  N.  McFerran, 
Wethersfield,  Conn.  What's 
your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to 
senders  of  texts  used. 


The  louder  he  talked 
of  his  honor,  the  faster 
we  counted  our  spoons. 
-R.\LPH  \V.\LDO  Emerson 

The  religious  man  fears, 
the  man  of  honor  scorns, 
to  do  an  ill  action. 
-Joseph  Addison 

An  honest  politician  is  one 
who  when  he  is  bought 
will  stay  bought. 

-Sl.MON  CWIERON 

Honest)'  and  wisdom  are  such 
a  delightfiil  pasdme,  at 
another  person's  expense! 
-Nathaniel  Hawthorne 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  m  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Fortes  Books,  P.O.  Box  11234, 
Des  Momes,  lA  50340.  Add  sales  tax  on  orders  in 
Nevi/  York  State  and  other  states  where  applicable. 


I  hope  that  I  shall  always 
possess  firmness  and  \irtue 
enough  to  maintain  what  I 
consider  the  most  enviable 
of  all  tides,  the  character 
of  an  "Honest  Man." 
-George  W.\shington 

Our  great  error  is  that 
we  suppose  mankind  to  be 
more  honest  than  they  are. 
-Alex.\nder  J1\milton 

Honest)'  is  largely  a  matter 
of  information,  of  knowing 
that  dishonest)'  is  a  mistake. 
-Ed  Hov\'e 

Honest)'  is  a  good  thing, 
but  it  is  not  profitable  to 
its  possessor  unless  it  is 
kept  under  control.  If  you  are 
not  honest  at  all  even'body 
hates  you,  and  if  you  are 
absolutely  honest  you 
get  mart)'red. 
-Don  Marquis 

He  that  resolves  to  deal 
with  none  but  honest  men 
must  leave  off  dealing. 
-Tho\l\s  Fuller 

IvCt  none  of  us  delude 
himself  by  supposing  that 
honesty  is  always  the  best 
polic)'.  It  is  not. 
-Willl\m  Inge 

I  thank  God  I  am  as  honest 
as  an)'  man  living  that  is  an 
old  man  no  honester  than  I. 
-Shakespeare 

To  be  honest  is  nothing; 
the  reputation  of  it  is  all. 
-VVilll\m  Congreve 

Honesty:  The  abilit)'  to 
resist  small  temptations. 
-John  Cl\rdi 

The  surest  way  to  remain  poor 
is  to  be  an  honest  man. 
-Napoleon 
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To  those  loyal  to  the  Camry  name, 
the  XLE  V6  Sedan  with  185  horse- 
power will  no  doubt  be  seen  as  Toyota's 
way  of  saying  a  quick  (yet  well  man- 
nered) thank  you. 
Luxury  appoint- 
ments abound:  7-way 
adjustable  power 
driver's  seat;  power 
glass  moonroof ;  air 
conditioning;  power  windows,  door 


locks  and  dual  outside 
mirrors  are  all  stan- 
dard. Elect  the  optional 
leather  trim  interior, 
premium  CD 
player  and  Anti- 
lock  Brake  System  (ABS), 
and  even  versus  the  com- 
petition the  XLE's  bottom 
line  still  resides  in  the  tem- 
perate zone.  Remember,  we  said 


no  disappointments. 

For  years  in  name 
alone  Camry  has  been  as 
close  to  a  model  of  perfec- 
tion as  you  could  hope  to 
own.  Now  with  its  all-new 
sporty  elegance,  roomier  interior, 
quieter  ride,  and  standard  driver- 
side  air  bag' complemented  by  the 
XLE's  extra  luxury  you  truly  have 
an  embarrassment  of  riches. 


Appointments,  no  disappointments. 

the  camry  xle  v6. 


The  EXTRA  LUXURY  EDITION  CAMRY 

We  JUST  COULDNT  yPlrWELL  ENOUGH  ALONE. 


fMi  i^^iyi  10  iW^ItifWfi 


Call  l-SOO-GO-TOYOTA  for  a  Mcfiure  and  location  of  your  iieaa  si  (k;ilLr. 
'Always  use  your  seatbelt.  Driver-side  air  bag  is  a  supplemental  restraint  system. 
Buckle  I  'p!  Do  it  for  those  who  love  you.  ©  1992  Ibyota  .Motor  Sales.  I '  S^-X..  Ine. 
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''Yeah,  he  was  out  mowing  the  lawn. 
Turned  out  it  wasn't  a  heart  attack  though. 
Just  heat  exhaustion'.' 


Deductibles.  Copayments.  Even  minor 
medical  problems  can  be  costly  for  your  employees. 
And  health  insurance  is  a  major  expense  for  your 
company,  too.  You  can  serve  your  employees  andyour 
bottom  line  with  AFLAC  supplemental  insurance. 

Since  1958,  AFLAC  has  become  an  expert 
in  supplemental  insurance  by  specializing  in  this 
increasingly  vital  field.  Our  solid  reputation  for  smart 
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THE  SAVINGS  &  LOAN  MESS 

MAKING 
THE  WRONG 


0   439338    2 
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Quite  often,  business 
guests  who  stay  at  The  Fairmont 
are  surprised  to  find  that  such 
a  stately  hotel  can  make  them 
feel  as  comfortable  as  they  do 
in  their  own  home. 

True,  your  current 
residence  might  not  boast  a 


In    I  .iirni 


>nt  Hotels'  tradition  began  nearly  a  centurs  ago  in  San  Fraiu 


We  also  think  you'll  be 
pleased  with  a  complimentary 
membership  in  The  President's 
Club.  Upon  joining,  and  with 
each  subsequent  stay  at  a 
qualifying  rate,  you'll  receive 
benefits  such  as  suite  upgrades, 
guaranteed  room  reservations 


It  looks  a  lot  like  Buckingham  Palace 
and  feels  a  lot  like  your  living  room. 


palatially  appointed  lobby  with  a  world-class  art  collection, 
or  played  host  to  such  luminaries  as  FDR  and  Mikhail  Gorbachev. 
And  your  household  might  not  employ  an  attentive  staff  that 

outnumbers  your 
guests,  and 
dutifully  responds 
to  your  every 
request  without 
hesitation.  Don't 
worry,  though. 

Because  before  long  you'll  grow  quite  accustomed  to  asking  for 
exactly  what  you  want  —  and  actually  getting  it. 


(with  48  hours  notice),  and  amenities  designed  with  your 
comfort  in  mind. 


It  is  always  a  curiosity  to  us  that 
|«^   there  remains  a  portion  of  business 
travelers  who  resist  the  charms  of  The  Fairmont.  They 
continue  to  stay  in  bland  generic  hotel  chains  even  when  rates 
are  comparable.  We  admit  that  from  the  outside 
The  Fairmont  may  seem  too  elite  for  some. 
Yet  therein  lies  the  benefits  of  being 
on  the  inside.  For  reservations, 
please  call  your  travel  agent  or 
The  Fairmont  at  1-800-527-4727. 
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Ptcsidcnl's  Club  benefits  apply  it  the-  published  National  Corporate  or  Weckilay   Weekend  Rack  Rates.  Rales  suhiett  to  availability.  N<it  applitable  to  (jniups  or  ((inventions   las  not  im  liideH. 
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FREE  Special  Report 


The  4  Most  Costly  Estate  Planning  Mistakes 

Made  By  Those  Worth  $3  Million  to  $250  Million 


Tragically,  you  may  be  making  two 

or  three  or  these  mistakes  costing 

you  millions  of  dollars. 

1  hat's  why  Barry  Kaye  has  prepared  a  FREE  Special  Report: 
12  Wealth  Preservation  Strategies,  that  he'd  like  to  send  you.  This 
exclusive  report  reveals  easy  steps  you  can  take — right  now — to 
legally  avoid  each  mistake  and  reduce  your  estate  tax  cost  up  to  90%* 


Barry  Kaye,  America's 
//  expert  on  estate  tax 
cost  discounts . . . 
author  of  Si'^ek 
Fortune  On  Your  Estate 
Taxes  . . .  and  founder 
and  chairman  of  Wealth 
Creation  Centers^'^— 
America's  Foremost 
Estate  Tax  Cost 
Discount  Specialists. 


#  1    Losing  50%  or  more  of  your  estate's  net 
-I.  worth  to  estate  tax  costs. 

Death  and  estate  taxes  are  inevitable.  FACT:  Uncle 
Sam  is  due  the  money  owed  by  your  estate  upon  your 
death.  Nobody  —  not  your  attorney,  your  financial 
planner  or  your  accountant  —  can  change  that.  But  the 
Dig  question  is:  WHO  will  pay  your  estate  taxes? 

Without  proper  estate  planning,  your  heirs  will  be 
100%  responsible  for  paying  these  taxes.  Over  a 
$3,000,000  estate,  they'll  pay  55%  in  estate  taxes. 

But  in  your  FREE  Special  Report,  12  Wealth  Preserva- 
tion Strategies,  Barry  Kaye  reveals  a  proven,  no-risk 
concept-based  on  current  assumptions — he  calls  The 
Wealth  Transfer  System^^.  Using  tnis  concept,  you  can 
legally  reduce  your  estate  tax  costs  by  up  to  90%  and  pass 
on  nearly  two  times  more  money  to  your  heirs  —  income 
and  estate  tax  FREE! 

#^     Failing  to  leverage  your  IRA,  Keogh  or 
/v     pension  to  protect  your  estate. 

In  your  FREE  Special  Report,  12  Wealth  Preservation 
Strategies,  you'll  discover  proven  strategies  Barry 
Kaye  uses  to  help  his  clients  multiply  their  retirement 
accounts  and  legally  transfer  10-20  times  more  money 
to  their  heirs. 

#  O     Believing  your  municipal  bonds  are 
93     completely  tax  free.  (They're  not). 

In  your  FREE  Special  Report,  12  Wealth  Preservation 
Strategies,  Barry  Kaye  explains  exciting  new  municipal 
bond  alternatives  that  can  effectively  guarantee  thatyour 
muni  bond  money  will  become  income  AND  ESTATE 
TAX  FREE. 

#/4     Thinking  liquidity  will  protect  you 
^    from  the  devastation  of  estate  taxes. 

In  your  FREE  Special  Report,  12  Wealth  Preservation 
Strategies,  Barry  Kaye  will  explain  why  liquidity  will 
give  you  a  false  sense  of  security.  He'll  show  you  how  to 
turn  your  liquidity  into  protection  for  your  family  and 
multiplied  wealth  for  your  heirs. 


What's  more,  you'll  discover  how  to  avoid  other 
mistakes  like  giving  your  favorite  charity  only  a  fraction 
of  what  you  could  give  them  and  solely  depending  on  a 
"general"  insurance  agent,  CPA,  attorney  or  financial 
planner  for  estate  planning.  Now,  you  can  discover  the 
same  strategies  used  by  some  of  America's  wealthiest 
families  in  a  FREE  Special  Report  by  Barry  Kaye,   12 
Wealth  Preservation  Strategies. 

To  receive  your  FREE  Special  Report . . . 


CaU  IbU  Free  1-800^2^33 

Monday-Friday,  8:30-5:30  PST 

•  For  your  FREE,  No-Obligation  copy  of  ttie 
Special  Report:  12  Wealth  Preservation 
Strategies  By  Barry  Kaye 

•  For  a  FREE,  No-Obligation,  confidential 
proposal  on  saving  a  fortune  in  estate  taxes. 
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Wealth 

Preservation 

Straticies 


Barry  Kavt 


Available  in  fine 
bookstores  everywhere 

"Much  useful  advice  from  a  man  who 
has  so  much  useful  advice  to  give." 
—  Malcolm  S.  Forbes,  Jr. 
President  &  Editor-in-Chief, 
Forbes  Magazine 

■FOimNE 
■EMtE 

Wealth  Creaiion  Centers^^ 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 


Call,  fax  or  write: 

1901  Avenue  of  the  Stars,  Suite  500 

Los  Angeles,  California  90067 

1-800-662-5433  •  310-277-9400  •  FAX:  310-282-0775 

*  Discounted  tax  costs  based  on  current  assumptions,  other  requirements 
and  a  last-to-die  life  insurance  policy  or  an  individual  policy. 
&1 992  Wealth  Creation  Centeks 
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CAVEAT:  This  is  only  effective  if  you  are  over  age  60,  worth  over  $3  million,  have  excess  funds,  and  can  qualify . 


What  happens  W| 
refuses  to  accep 


At  Mercedes-Be;!/  we've  found  that 


by  eliminating  the  word  "can't"  from 


i)ur  thinking,  seemingly  contra- 


dictory feats  of  engineering  can  be 


accomplished. 


You 


design  cars 


that  can  be  driven 

hard  and  expect  them 

to  last  a  long  time. 

In  designing  cars  to  meet  the  great 
strains  of  high-speed  Autobahn 
driving,  Mercedes-Benz  has  also, 
managed  to  achieve  the  best  lon- 
gevity record  of  any  luxury  car'soFd 
throughout  the  past  15  years.' 

In  all  aspects  of  car-making, 
Mercedes  tends  to  take  a  long-term 
view  of  things.  Even  the  odometer 

r 

goes  up  to  999,999  miles  (as  opposed 
to  just  5  digits  on  many  cars). 

Miieagf  is  a  point  of  pride  among 


You  jll^  build 
high  performanc, 
sedans  that  also' 
lead  the  way  in  sat^ 


technology. 


Mercedes  owners.  Many  proudly  dis- 


play grill  badges  signalling  250,000, 


500,000  or  1,000,000  kilometers. 


And  while  there's  no  guarantee 


that  your  Mercedes  will  last  this 


long,  at  least  two  diesels  that  we 


know  of,  that  were 
well-maintained  and 


repaired  over  the  years^  have  logged       more  conservatively-designe 


High  performance^cars  gene  I 


don't  provide  the  safety  featur 


more  than  a  million  miles. 

Vniij^  build 

elegant  cars  that  also 

have  the  lowest  cost 

of  ownership. 

You'd  expect  a  finely-tuned  car  like  a 
Mercedes  to  be  temperamental.  Yet 
IntelliChoice  Inc.^  forecasts'  that  the 
Mercedes  190E  2,3  and  300D  2.5  will 
have,  on  average,  the  lowest  cost  of 
ownership,  over  a  5-year  period,  of 
any  car  in  their  respective  class. 


But  Mercedes  couples  perfoi 


and  safety  engineering. 


According  to  Automobile 


azine:^  "The  500E's  handling  \ 
acteristics  are  'best  in  the  world  j 
its  safety  features  are  amonil 
most  advanced. 

Every  Mercedes  incorpor.' 
comprehensive  safety  system 

In  the  event  of  a  frontal  coll 
the  forked  structural  members 


'"  l"vi   ^The  Co^sltte  Car  Cost  Giflde.  IntelliChoice,  Inc..  San  loif.  CA.  I90C  2.3  ratrd  beM  In  Iht  undir  UH.OOO  luxuiy  claii.  300D  2.5  rtilrHhfil  In  th. 

continuous  prodmlion.  1 980- 1919.  Airbtigs  art  iuppltmrntal  rrslrainls.  PItose  o/miri  wni:  ' 


;3%;^-:  ■  V  f '--^Iftflg,:..'  \p^^  \  m 


n  a  car  company 
he  word  "can't"? 


'  help  to  channel  impact  energy 


/  from  the  passenger  cabin.  The 


t  crumple  zone  deforms.  The 


r  steering  column  collapses.  The 


>ag  is  deployed  (in  the  case  of 


iin  frontal  impacts)  to  cushion 


lead  and  upper  body,  while  the 
rgency  Tensioning  Retractors 
)ve  seat  belt  slack.  Even  the 
6  pedal  is  designed  to  swing 
■'  from  the  driver's  foot.  All  in  a 
tion  of  a  second.  While  the 
sngers  are  cocooned  in  a  rigid 
cabin,  pioneered  by  Mercedes. 

You^^j^build 

cars  that  are 

'Oth  innovative  and 

dependable. 

'ation  often  causes  aggravation, 


until  the  "bugs"  are  worked  out.  But 


xMercedes  is  so  rigorous  in  its  testing 


that  new  inventions  tend  to  be  de- 


pendable from  the  start.  Like  the  5- 


point  multilink  suspension-the  most 


advanced  way  of  keeping  the  rear 


wheels  pointed  straight. 


And  roadster  seats  so 


strong  they  anchor  the  seat  belts  and 
shoulder  belts  (Autoweek  called  them 
"The  world's  niost  innovative  seats").'* 

You  Hy  design 

cars  that  will  look 

new  today  and 

classic  tomorrow. 

The  body  design  of  the  Mercedes  is 
evolutionary,  not  revolutionary. 

A  Mercedes  looks  the  way  it  does 
because  of  function,  not  vanity. 

That's  why  Mercedes-Benz  auto- 
mobiles grow  old  gracefully,  some 


of  them  even  becoming  classics. 

You  ^i^build  a 

wide  range  of  models 

and  expect  them 

to  have  high 

resale  value. 

Mercedes,  on  average,  have  retained 
the  highest  percentage  of  long-term 
resale  value  of  any  car  line.^  So  no 
other  car  helps  you  buy  a  new 
Mercedes  like  an  old  Mercedes. 

The  current  300SL  is  forecast  to 
retain,  on  average,  75%  of  its  value 
five  years  from  now.^ 

All  of  which  goes  to  prove  that 
with  Mercedes  you  don't  have  to  give 
up  anything  to  get  everything. 

For  information, call  1-800-383-8635. 


Sacrifice  nothing. 


Msj  (this  model  not  availablt  In  California).  ^Automobile  Magazine,  Apr,,  1992.  '^AvUovieek,  April  1992.  ^Urban  Science  Applications,  Inc.,  1992.  Based  on  analysis  of  resak  data  lor  ,„n  in 
^i-rcedesBenz  of  North  America,  Inc.  Mantvale,  N.J.,  Member  of  the  Daimler-Benz  Group. 
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Here's  the  S&L  crisis,  Part  it: 
The  government  is  out  of  control  again, 
this  time  spending  your  tax  dollars 
to  recover  money  lost  in  thrift  failures. 
I^^B  95 


How  this  remarkable  media 
executive  keeps  an  active  and 
interested  eye  on  every  as- 
pect of  his  farflung  empire. 

47 


Under  Deng  Xiaoping, 
China  has  pragmatically 
moved  to  abandon  so- 
cialism and  build  a 
new  market-oriented 
society. 

42 


ON  THE  COVER 


95 


The  Savings  And  Loan  Mess 

By  Gretchen  Morgenson 

Two  government  agencies'  lawyers 
are  destroying  the  livelihoods  of  inno- 
cent people  and  are  scaring  bankers. 

The  Top  40  87 

By  Peter  Newcomb  and  Jean  Sherman  Chatzky 
Our  ranking  of  the  top-earning  enter- 
tainers for  1992. 

Topping  the  list:  Bill  Cosby,  Capital- 
ist, by  Randall  Lane,  page  85. 


COMPANIES/INDUSTRIES 


44 


Oryx  Energy 

By  Howard  Rudnitsky 

Learning  the  hard  way  that  you  need 

steady  cash  flow  to  service  heavy  debt. 

Apache  Corp.  45 

By  Howard  Rudnitsky 

It  borrowed  heavily,  too,  but  wasn't 
squeezed  when  prices  went  the  wrong 
way.  Here's  why. 

Starting  Tour  Own  Business: 
Homespun  Tapes  52 

By  Fleming  Meeks 

The  Traums  started  out  just  doing 

what  they  enjoyed. 

Forum  Shops  60 

By  John  H.Taylor 

Developer     Sheldon     Gordon     has 

found  a  new  way  to  lure  shoppers. 


Up  &  Comers: 

Cannondale  Corp.  68 

By  Andrew  Tanzer 

How  this  smallish  U.S.  bicycle  com- 
pany broke  into  the  Japanese  market. 

Up  &  Comers:  Matthews 

Studio  Equipment  Group  72 

By  Lisa  Gubernick 

Ed  Phillips  wanted  to  be  his  own 
boss — and  wound  up  with  a  $20- 
million-a-year  business. 

Value  City  Department  Stores     104 

By  Rita  Koselka 

What  is  there  about  this  successfiil 

retailer  that  some  investors  don't  like.^ 

Detroit  Takes  The  Offensive        108 

By  Jerry  Flint 

In  the  slugging  match  for  the  U.S. 
auto  market,  the  last  couple  of  rounds 
have  gone  to  Detroit  over  Japan. 


INTERNATIONAL 
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The  Chinese  Way 

By  Andrew  Tanzer 

While  Russia  stumbles,  China  is  qui- 
etly creating  an  economic  miracle. 

Rapping  With  Rupert  47 

By  James  W,  Michaels 

Rupert  Murdoch's  debt  maturity 
problems  are  almost  behind  him.  And 
his  London  Sun  made  a  terrific  come- 
back on  the  Fergie  romp. 


What's  A  Marxist  P/E?  124 

By  Jason  Zweig 

Meet  Fanuel  Muhwati,  a  gutsy  and 

ruthless  entrepreneur  in  Zimbabwe. 


MONEY  &  INVESTING 


46 


Bandits! 

By  Richard  L.  Stern 

The  NASD  is  mad  as  hell  at  Harvey 
Houtkin.  But  he's  just  a  by-product 
of  the  organization's  efforts  to  main- 
tain a  monopoly  for  its  members. 

The  Case  Of  The 

Cornered  Heir  114 

By  Carolyn  T.  Geer 

Why  exiting  a  bad  relationship  with  a 

bank  trust  department  can  be  tough. 

Taxing  Matters: 

Hot  Pursuit  120, 

By  Janet  Novack 

State  tax  collectors  are  continuing  to 
go  after  their  favorite  targets — corpo- 
rations based  in  other  states. 


The  Funds: 
Buy  And  Hold 

By  Suzanne  Oliver 
Sometimes  the 
action. 


166, 


wisest  action  is  nal 


r 


The  Funds: 

Yield  Crazy  167 

By  Spencer  Smith 

Fund  investors  who  fixate  on  yield  art- 
making  a  big  mistake. 
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Say  the  secret  word  and  get  a  net  worth  of  over 
$300  million.  As  a  capitalist,  Bill  Cosby  found 
it  was  better  to  act  and  own  rather  than  just  act. 

^^m  85 


Don't  tell  this  guy  there's 
a  retail  slump.  His  glitzy 
Las  Vegas  mall  packs 
shoppers  in.  Find  out  how 
^■■i  60 


-1 

Help!  Bell  managers,  investors  and 
users  are  in  for  some  nasty  surprises 
as  the  AT&T  spinoffs  face  r\i;w 
competitive  force;'. 
132 
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Streetwalker  175 

Vanguard's  John   Bogle;  distressed 
U.K.  securities;  Eli  Lilly;  Mr.  Coffee. 


LAW  AND  ISSUES 


On  The  Docket: 

■Dump  It  64 

By  David  Frum 

Why  die  1974  antidumping  law  is 

arbitrary,  capricious  and  nonsensical. 

Hemorrhage  77 

By  Janet  Novack 

Out-of- control  Medicaid  spending  is 
the  single  biggest  problem  in  the 
federal  and  state  budgets. 

Numbers  Game: 

Accounting  Adventure  116 

By  Roula  Khalaf 

Sierra  On-Line  is  an  aggressively  cre- 
ative computer  game  company.  Its 
accounting  is  plenty  aggressive,  too. 


MARKETING 
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Art  For  Shoes'  Sake 

By  Elizabeth  Comte 

Stores  that  don't  push  merchandise.^ 

It's  the  newest  thing  in  promotion. 
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**What  Should  We  Be?" 

By  Gary  Slutsker 

Why  the  seven  Bell  sisters  face  an 

uncertain  and  rocky  fiiture. 

Hoot  'N  Holler  Goes  High  Tech  138 

By  Jeffrey  Young 

The  digital  age  has  opportunities  for 
budding  infocrats.  Also:  Commen- 
tary by  Richard  A.  Shaffer. 
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144 


Bugs  Clean  Up  Their  Act 

By  Reed  Abelson 

Some  slick  promoters  would  like  you 
to  believe  that  bacteria  could  gobble 
up  all  manner  of  toxic  waste.  Also: 
Commentary  by  Peter  Huber. 
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Buy  Matisse  Now?  148 

By  Christie  Brown 

How  to  play  the  art  exhibit  game. 

**I  Don't  Want  To  Look 
Distinguished  Yet!"  152 

By  Brigid  MclVlenamin 

Some  tips  for  covering  that  annoying 

gray  hair. 

Careers: 

Italy's  First  Lady 

Of  The  Factory  154 

By  Joshua  Levine 

What  happens  when  the  boss'  lover 
becomes  the  boss?  In  this  case,  you 
get  first-class  management. 
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WithTheMost^ 
Flights  Across 

The  Atlantic, 

Delta  Is  A 

Better  Business 

Connection 


Now,  Delta  gives  you  a  faster,  easier  way  to 
reach  important  overseas  business  centers.  Because 
now,  we  offer  you  more  flights  to  more  cities  across 
the  Atlantic  than  any  other  US.  airline. 

With  more  than  270  flights  a  week  from  the 
U.S.  to  Europe  and  beyond,  we  can  get  you  where 
you  want  to  be  when  you  want  to  be  there. 

No  other  airline  even  comes  close  to  that 
schedule.  No  other  airline  brings  its  service  closer 
to  you,  either. 


Because  we  offer  you  ten  international  gate- 
ways to  choose  fi^om.  And  convenient  connections 
from  just  about  everywhere  in  the  country. 

On  every  flight,  you'll  enjoy  unsurpassed 
personal  service  fi*om  the  airline  with  the  best  over- 
all record  of  passenger  satisfaction  of  any  major 
U.S.  airline.*  So  give  yourself  a  better  business  con- 
nection overseas.  By  flying  Delta. 

For  more  information  and  reservations,  see 
your  Travel  Agent.  Or  call  Delta. 


MkLovehFlyAndbShowsf 


"Based  on  consumer  complaint  statistics  compiled  by  the  U.S.  Department  of  Transportation  since  1971.  ©  1992  Delta  Air  Lines,  Inc. 
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James  Cook 


Honesty  is  the  best  policy 

Jim  Cook  tells  this  story  on  himself: 
Disillusioned  with  teaching  English  at 
a  midwestern  college,  he  was  laboring 
as  editor  of  an  obscure  railroad  publi- 
cation when  he  responded  to  an  ad  in 
1955  for  a  writer  at  a  magazine  that 
turned  out  to  be  Forbes.  "Don't  tell 
them  that  you're  making  only  $65  a 
week,"  his  wife,  Claire,  pleaded. 
"Add  in  your  overtime  and  freelanc- 
ing." But  when  Forbes'  then  editor 
Byron  Mack  asked  what  he  earned, 
Cook  responded:  "Sixty-five."  Mack 
winced.  He  thought  Cook  meant 
$6,500  a  year.  Budgets  were  tight  in  h^^h 
those  days  and  pay  in  journalism  was 

low,  but  Cook  had  talent.  "You've  got  the  job,"  the  editor  replied, 
"but  I  can't  top  that  $6,500  a  year." 

Thus  did  Jim  Cook  double  his  salary  by  telling  the  simple  truth. 
J-Je  tells  the  story  to  illustrate  his  own  naivete,  but  I  pass  it  on  because 
it  so  reveals  his  impregnable  honest}'. 

Forbes  has  had  no  cause  to  regret  that  bit  of  budget-stretching.  In 
all  his  years  at  the  magazine.  Cook  has  written  more  cover  stories 
than  anyone  else  in  our  75 -year  history,  and  his  clear  thinking, 
intelligent  reporting  and  old-fashioned  integrity  set  a  high  example 
for  several  generations  of  staffers.  Jim 
Cook  was  promoted  to  executive  edi- 
tor in  1976,  but  continued  writing 
and  reporting  because  it  was  what  he 
loved  doing.  Ignoring  our  entreaties 
to  stay,  he  decided  to  retire  this  sum- 
mer, but  his  mind  and  character  have 
left  a  permanent  imprint. 


§ 


Cook  is  succeeded  as  executive  editor 
by  William  Baldwin,  41,  an  assistant 
managing  editor  since  1987.  Baldwin 
originated    and    continues    to    edit 
Computers/Communications      and 
supervises  financial  coverage.  A  native      William  Baldwin 
of  Connecticut,  Bill  Baldwin  hired  on      ^^^H 
as  a  reporter  in  our  Washington  bu- 
reau in  1980  after  working  on  weekly  and  daily  newspapers,  then 
served  as  our  Houston  bureau  manager  before  coming  to  New  York. 

Misplaced  zeal,  misplaced  blame 

Grh'1"c;hkn  Morgenson  wrote  our  cover  story  out  of  a  strong  sense 
of  indignation:  "I've  been  nauseated  by  this  rash  of  planted  articles 
suggesting  that  81%  ofs&l.  failures  were  a  result  of  fraud.  The  clear 
purpose  of  this  propaganda  is  to  make  the  voters  overlook  the  fact 
that  (Congress  created  the  mess.  I  wanted  to  write  the  untold  part  of 
the  story:  how  federal  agencies,  with  messianic  zeal,  arc  ruining  lives' 
and  exacerbating  a  credit  crunch  while  pretending  they  are  catching] 
crooks."  Turn  to  page  95. 
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United  States  Virgin  Islands — the 
American  paradise  in  the  Caribbean. 

Two  thirds  of  lovely  St.  John  is  a 
protected  national  park.  So  is  St.Croix's 
incredible  Buck  Island.  And  St. Thomas' 
Magens  Bay  is  called  "one  of  the  three 
most  beautiful  beaches  in  the  world." 

Just  think — all  this  natural  beauty 
surrounds  luxurious  resorts,  historic 
towns,  world-class  dining  and  world- 
class  shopping.  See  your  travel  agent 
or  call  1-800-USVI-INFO. 


St^Croix  StJohn  St.TTiomas 

The  American  paradise.  I'nitcd  States  Mu^i  Islands 
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"Either  you  shape  the  future, 
or  the  future  shapes  you." 


"Change  or  be  changed.  Act  or  be  acted  upon. 
Your  success  depends  upon  which  you  choose. 
That's  why  at  The  Dial  Corp,  we  believe  that  con- 
trolling our  own  destiny  is  a  never-ending  job.  So 
we've  spent  the  past  several  years  reshaping  our 
corporation.  Sharpening  our  focus  on  today's 
changing  consumers.  We  are  on  the  leading  edge  in 
meeting  the  demands  of  a  marketplace  that  insists 
on  ever-higher  standards  of  quality,  convenience 


and  value.  We  offer  some  of  the  most  respecte 
names  in  consumer  products  and  services,    j^ 

And  clearly  our  restructuring  strategy  is  wm.. 
ing.  In  a  recent  18-month  period,  we  created  o\ 
$1  billion  in  additional  wealth  for  our  stockhold' 
and  doubled  our  common  stock  value.  We  ha 
also  outperformed  the  S&P  500  for  the  last  10  yi 

Despite  these  successes,  we'll  never  be  s. 
tied.  We  know  we  have  to  continue  to  deliver  ft 


^fff 


;t  in  quality  to  our  consumers  and  tine  highest 
if  performance  to  our  stockholders.  We  will 
ue  to  meet  that  challenge. 
\/e  intend  to  continue  to  shape  our  future  by 
—  not  leave  it  to  chance." 


eets,  Chairman,  President 
Executive  Officer 


The  Dial  Corp 

Profit  Through  Leadership 
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The  not  so  golden  climate 

Two  YEARS  AGO  FORBES  tOok  StOck  of 

California  and  found  a  smugness  that 
seemed  to  take  growth  and  prosperity 
for  granted — despite  evidence  that 
high  costs,  excessive  regulation  and 
an  antibusiness  bureaucracy  were  de- 
stroying the  manufacturing  base  that 
had  long  been  the  Golden  State].s 
economic  mainstay  (Oct.  29,  1990). 

A  haughty  spirit  goeth  before  a  fall. 
California's  economic  collapse  has  cut 
its  bond  rating  from  AAA  in  1991  to 
A+  now.  The  fiscal  compromise  in 
Sacramento  that  has  supposedly  bal- 
anced the  state's  budget  through  next 
June — and  enabled  the  state  treasurer 
to  resume  paying  bills — may  be  only  a 
temporary  solution.  Indeed,  insiders 
estimate  that  the  deficit  for  the  fiscal 


I   Is  it  possible 
I  that  a  lot  of 
I  California's  lost 
I  factory  jobs 
£  will  simply 
never  return? 


'1    ;s^siT 

^-^jn^.-- 

j^i^aMJ 

toii^l^ 

■■ 

year  ending  in  June  1994  will  be  $4 
billion  to  $5  billion. 

California,  of  course,  is  suffering 
the  effects  of  a  national  recession  and 
an  acute  decline  in  its  aerospace  and 
defense  sectors.  Such  factors  help  ex- 
plain the  state's  net  loss  of  750,000 
jobs  since  May  1990.  Presumably,  a 
national  economic  recovery  will  bring 
back  most  of  those  jobs. 

But  something  else  is  eating  away  at 
the  state,  and  a  national  recovery 
won't  cure  it:  emigration  of  business 
to  other  states.  Since  1987  the  state 
has  sustained  668  relocations  of  fac- 
tories or  lost  expansion  opportunities, 
according  to  a  recent  survey  by  the 
California  utility  industry.  The  utili- 
ties calculate  that  this  emigration  cost 
the  state  92,000  jobs. 

The  exodus  will  probably  acceler- 
ate if  voters  approve  Proposition  167 
in  November.  Backed  by  state  and 
local  public  employee  unions,  this 
initiative  would  raise  property,  in- 
come and  other  taxes  on  business  by 
more  than  $3.5  billion  a  year,  accord- 
ing to  the  California  Chamber  of 
Commerce. 

Even  allowing  for  a  certain  amount 


of  hyperbole  from  business  interests, 
it  seems  that  California  can  no  longer 
be  smug  about  its  business  climate. 

Shoulda  sold 

Forbes  had  some  advice  for  Sirjang 
Lai  ( Jugi)  Tandon,  the  hard-charging 
founder  of  Tandon  Corp.,  when  we 
last  looked  at  his  company.  The 
Moorpark,  Calif -based  computer 
clonemaker  seemed  to  be  on  the  verge 
of  a  stunning  turnaround.  But,  given 
its  roller-coaster  history — its  shares 
had  climbed  to  ZSVa  in  1983,  then 
collapsed  to  less  than  V2  in  1989, 
before  recovering  to  IV2 — we  sug- 
gested that  Jugi  Tandon  ought  to 
consider  selling  out  while  he  could 
(Apr.  30,  1990). 

The  idea  that  Tandon  should  have 
found  someone  to  buy  his  company 
was  on  the  money.  But  tlie  theory  that 
the  company  was  in  the  midst  of  a 
stunning  turnaround  was  wrong. 
Tandon  Corp.  is  back  in  the  soup. 

For  a  short  while  it  seemed  that 
Jugi  Tandon  was  smart  to  hang  on:  In 
1990  Tandon  Corp.  earned  $25  mil- 
lion on  sales  of  $440  million.  The 
prosperity  didn't  last.  The  company 
lost  $48  million  on  sales  of  $461 
million  last  year,  and  another  $18 
million  through  June  30  of  this  year. 

As  of  July  24,  more  than  a  third  of 
Tandon's  accounts  payable  were  un- 
paid for  90  days  or  more.  With  its 
bank  account  shrinking,  Tandon 
Corp.  has  announced  that  it  aims  to 
issue  up  to  10  million  new  shares  to 
vendors  in  lieu  of  paying  cash. 

Jugi  Tandon  didn't  return  phone 
calls  seeking  comment.  But  he  must 
be  thinking  how  things  would  have 
been  if  he  had  sold  the  firm  in  1983, 
when  it  was  a  leading  supplier  of 
floppy  disk  drives.  At  the  timx,  his 
Tandon  shares  were  worth  $135  mil- 
lion. Now  the  stake  is  worth  $3:4 
million. 


The  Toledo  tale 

Al'I  HOUGH  separated  by  a  distance  of 
only  100  miles,  Honda  of  America's 
plant  in  Marysville,  Ohio,  and  Ameri- 
can Motors  Corp.'s  (now  C'hryslcr's) 
Jeep  plant  in  Toledo  were  worlds 
apart.  Six  years  ago  FoRBES  toured 
both  factories.  Honda's  was  a  model 
of  efficiency  and  labor-management 
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I IWC  watches  available  at  these  fine  jewelers: 

i  Austin,  TX 

Donald  Wilson  Jewelers,  5010  Burnet  Road 
1 78756-2697  (5 12)  45 1 -2 1 05 

I  Bala  Cynwyd,  PA 

Albert  Govberg  &  Sons,  292  Montgomery 
[Avenue  19004(215)664-1715 

iBal  Harbour,  FL 

Toumeau  Inc.,  9700  Collins  Avenue  33154 
(305)866-4312 

Beaver,  PA 

Orr's  Jewelers,  690  Third  Street  15009-21 16 
(412)728-3800 

I  Beverly  Hills,  CA 

Princess  Jewels  Collection,  9876  Wilshire 

!  Blvd.  90210(213)276-5556 

Boston,  MA 

Dorfman  Jewelers,  24  Newbury  Street  021 16 
(617)536-2022 

Carmel,  CA 

Hesselbein's,  Inc.,  202  Crossroad  Blvd.  93923 
(408) 625-2522 

I  Chicago,  IL 

Henry  Kay  Jewelers,  Water  Tower  Plaza,  3rd 
level 
835  North  Michigan,  606 1 1  (3 1 2)  467-65 1 5 

Cincinnati,  OH 

Swiss  Time  Ltd.,  9393  Montgomery  Road 
45242(513)793-4330 

^Denver,  CO 

,  Hyde  Park  Jewelers,  7777  E.  Hampden 
Avenue  80231  (303)755-3541 

(Fargo,  ND 

(Royal  Jewelers,  73  Broadway  58102 
]-(701)  232-2491 

! Glastonbury,  CT 
Baribault  Jewelers,  361  New  London  Turnpike 
06033(203)633-1727 
Great  Neck,  NY 

Jewels  by  Viggi  Ltd.,  26  Middleneck  Road 
11021  (516)829-6161 

Greenwich,  CT 

Manfredi  Jewelers,  121  Greenwich  Avenue 
06830(203)622-1414 

Honolulu,  HI 

Royal  Hawaiian  Gems,  2301  Kalakaua  Avenue 
W:i05  96815  (808)  926-2722 

Ketchum,  ID 

Jensen  &  Stern,  351  Leadville  Avenue  83340 
f208)  726-2361 

Cincoinwood,  IL 

Smart  Jewelers,  3350  Devon  Avenue  60659 
(708)  673-6000 

Los  Angeles,  CA 

Chong  Hing  Goldsmith,  956  North  Hill  Street 
90012(818)289-6992 

Miami,  FL 

Moray's  Jewelers,  224  SE  1st  Street  33131 
;305) 374-0739 

Monterey  Park,  CA 

Chong  Hing  Goldsmith,  410-D  S.  Atlantic 
Blvd.  90012(213)623-3645 

New  Orleans,  LA 

Adler's,  722  Canal  Street  70130-2310 
504) 523-5292 

Newport  Beach,  CA 

Traditional  Jewelers,  203  Newport  Drive, 
=ashion  Island  92660  (714)  721-9010 

Vew  York,  NY 

\merican  Wempe  Corp.,  700  Fifth  Avenue 

10019(212)397-9000 

>llini  Jewelers,  509  Madison  Avenue  10022 

212)888-0505 

:;ellini  Jewelers,  Waldorf  Astoria  Hotel,  301 

'ark  Avenue  10022  (212)  751-9824 

Toumeau  Inc.,  500  Madison  Avenue  10022 

212)758-3265 

Toumeau  Inc.,  635  Madison  Avenue  10022 

212) 563-6880  ^ 

Palm  Beach,  FL 

:inbassy  Palm  Beach,  337  Worth  Avenue 

13480  (407)  655-4844 

Toumeau  Inc.,  175  Worth  Avenue  33480 

407)832-8812 

iaieigh,  NC 

-laydon  &  Company  Inc.,  1803  Oberlin  Road 

17622(919)781-1293 

Uchmond,  VA 

^arreras,  Ltd.,  150  Sovran  Plaza  23277 
804)780-9191 

ian  Antonio,  TX 

iloretti's  Fine  Jewelry,  174  North  Star  Mall 

'8279(512)340-4074 

kn  Francisco,  CA 

Ihapur,  245  Post  Street  94108 
415)392-1200 

ialt  Lake  City,  UT 

).C.  Tanner,  20  E.  South  Temple  84101 

801)532-3222 


The  Novecento®  by  IWC. 
A  symphony  in  four 
movements,  featuring 
the  perpetual  calendar 
with  moon  phase  display. 


S  17,500  *  /18  carat  yellow  gold 
*Manufacturers  suggested  retail  price 

The  latest  work  to  come  out  of  Schaffhausen  is 
one  of  startling  originality,  tempering  angu- 
larity of  form  with  the  gentle  appeal  of  gold. 
The  first  movement,  allegro  ma  non  troppo, 
unites  two  major  themes:  the  hour  and  minute 
hands  beating  the  passage  of  time  with  inex- 
orable precision;  the  day  and  date  displays 
recording  our  progress  with  reassuring  regularity. 
The  second  movement,  andante  un  poco  mae- 
stoso, also  combines  two  elements,  the  month 
and  the  moon  phase  displays,  uniting  the  mun- 
dane and  celestial  aspects  of  time.  In  the  third 
movement,  a  cadenza,  the  individual  themes  of 
the  year  display  occur  only  once,  but  are  sustai- 
ned while  the  motifs  of  the  first  two  movements 
are  repeated  and  reworked. 
Finally  the  fourth,  nobilamente,  synthesizes  the 
individual  elements  of  the  work  -  elegance, 
economy  of  form  and  technical  brilliance.  After 
the  Novecento  by  IWC,  symphonic  form  will 
never  be  the  same  again. 


IWC 

For  fiirther  information  and  a  complete  catalogue  on  all  IWC  masterpieces 
please  call  1-800-432-9330 


he  cold  war  is  over  and  a  new  world 
beckons.  Substantially  reduced  military 
requirements  are  yielding  a  peace  dividend  that 
can  certainly  be  used  to  more  productive  ends. 
Previously  closed  markets  have  been  flung  wide 
open.  And  a  developing  domestic  economy  looks 


forward  to  a  more  promising  future.  ^K|" 

At  The  CIT  Group,  we're  ready  to  h 
good  companies  make  the  investments  tin  \  i 
to  capitalize  on  these  developments.  In  l,u  i 
year  we'll  make  $4  billion  available  to  Anui 
enterprises,  many  of  whom  are  rcstrucUii  n' 
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the  competitive  challenges  of  new  markets. 
Vs  America's  most  experienced  asset-based 
er,  The  CIT  Group  will  help  these 
anies  tap  into  the  value  of  their  assets  to 
the  funds  they  need  to  achieve  their 
ess  objectives. 


To  find  out  how  The  CIT  Group  can  help 
you,  call  1-800-545-5440. 

Americas 
Most  Experienced 
Asset- Based 
Lender. 
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A  Global  Response  to  Individual  Needs 

Dramatic  changes  are  reshaping  the  world's  economy.  Geopolitical  boundaries  shift,  market  borders  fade.  Local  and 
global  trends  interact  faster  than  ever.  It  all  adds  up  to  an  unprecedented  opportunity  for  worldwide  growth  and 
prosperity.  Nomura  has  the  vision  to  make  that  possibility  a  reality. 

Nomura's  strategy  is  simple:  we  view  our  customers'  needs  in  an  overall  context.  No  matter  how  modest  the  scale,  we 
fine  tune  each  proposal  from  a  global  perspective.  With  an  international  network  of  more  than  60  offices,  one  of  the 
world's  largest  economic  think  tanks  -  NRI  Ltd.  -  and  a  staff  of  dedicated  professionals,  we're  in  touch  with  emerging 
market  trends  worldwide.  Backed  by  these  resources,  we  can  see  just  how  each  decision  fits  into  the  total  picture. 

This  perspective  lets  us  make  timely  judgements  about  individual  needs.  To  create  opportunities  that  will  work  for 
each  of  our  customers.  While  contributing  to  steady,  balanced  growth  in  an  age  of  globalization. 


THE  NOMURA  SECURITIES  CO.,  LTD. 

1-9-1,  Nihonbashi,  Chuo-ku,  Tokyo 


NOMURA  SECURITIES  INTERNATIONAL,  INC.  u.mb.r  SIPC 
2  World  Financial  Center,  Building  B.  New  York.  New  York  10281-1198 

Woridwid*  Natwork 

The  Americas:  New  York.  Chicago,  Los  Angeles.  San  Francisco,  Toronto.  Montreal,  Sao  Paulo 

Europe:  London,  Madrid,  Paris,  Brussels,  Amsterdano,  Luxembourg,  Frankfurt,  Munich,  Zurich,  Geneva,  Basel,  Lugano.  Milan,  Budapest,  Rome,  Berlin,  Prague.  Vienna,  Stockholm 
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FOLLOW  THROUGH 


cooperation.  At  Jeep's  aged  plant, 
efforts  to  improve  quality  were  frus- 
trated by  bad  relations  between  labor 
and  management  (June  16,  1986). 

What  a  turnaround!  Thanks  to  a 
hugely  successfijl  labor-management 
cooperation  program,  the  Toledo 
plant  has  become  one  of  Chrysler's 
most  productive  factories.  So  much  so 
that  Chrysler  has  shifted  production 
of  its  Jeep  Wrangler  sport  utility  vehi- 
cle to  Toledo  from  Brampton,  Ont. 
and  in  July  announced  plans  to  move 
some  Dodge  Dakota  pickup  truck 
production  to  Toledo  in  1993,  a 
move  that  will  bring  the  plant  to  full 
capacity. 

The  Toledo  plant's  reversal  of  for- 
tune is  largely  the  result  of  changes 
that  have  been  wrought  under  Chrys- 
ler's companywide  "product  quality 
improvement"  program,  whereby 
hourly  workers  and  management 
form  self- guided  teams  to  make  fac- 
tories run  better.  This  has  worked 
particularly  well  at  Toledo  because 
the  plant's  United  Auto  Workers  con- 
tract lets  workers  and  management 
set  work  rules  by  mutual  agreement, 
without  regard  to  rules  at  other 
plants.  Thus  a  plant  that  once  seemed 
'  doomed  has  a  promising  new  lease  on 
life.  The  plant's  UAW  chairman,  Ron 
Conrad,  proudly  points  out  that  there 
are  now  just  18  worker  grievances 
pending  at  the  plant,  down  from 
about  1,200  in  1986. 

Japanese  software  invasion 

For  linguistic  and  cultural  reasons, 
went  the  conventional  wisdom  of  the 
mid-1980s,  America  would  continue 
to  dominate  Japan  in  computer  soft- 
ware. Forbes  took  issue  with  the  no- 
tion. We  said  the  Japanese  were  well 
equipped  to  write  good  software,  and 
cited  several  developments — includ- 
ing Japanese  .government- backed  re- 
search— thatcseemed  to  augur  a  seri- 
ous challenge  (Aug.  25,  1986). 

Score  one  for  conventional  wis- 
dom. To  be  sure,  Japan  has  done  well 
with  the  kind  of  software  that  runs 
electronic  organizers,  or  that  comes 
■packaged  with  mainframe  computers. 
But  in  the  $48.  billion  packaged  soft- 
ware market  (excluding  videogames), 
these  days  it's  U.S.  companies  that 
are  invading  Japan,  not  vice  versa. 
According  to  Dataquest,  the  market 
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research  firm,  the  U.S.  sells  two- 
thirds  of  the  world's  packaged  soft- 
ware and  consumes  about  half; 
whereas  Japan,  the  second-largest 
market,  sells  only  3%  of  the  total 
while  consuming  10%. 

Japan's  failings  in  software  have  a 
lot  to  do  with  the  rising  importance  of 
packaged  software — mass-marketed 
items  like  Novell's  NetWare  or  Mi- 
crosoft's Windows.  Such  programs 
have  profited  immensely  from  the 
explosive  growth  of  the  iBM-compati- 


ble  PC  business.  The  Japanese  com- 
puter industry,  in  contrast,  is  still  wed- 
ded to  the  archaic  notion  that  propri- 
etary, incompatible  systems  are  the 
way  to  make  money  in  hardware.  The 
upshot:  Building  a  domestic  base  is 
relatively  expensive  for  Japanese  soft- 
ware suppliers,  since  they  must  create 
so  many  different  versions  of  their 
products. 

JSIot  much  is  heard  these  days  about 
the  effort  by  Japan's  big  computer 
makers  to  develop  a  new  operating 
system — the  so-called  Tron  project. 
Another  disappointment:  Sigma,  a 
$200  million  government- sponsored 
effort  to  develop  an  on-line  database 
of  software  tools  based  on  AT&T's 
Unix  operating  system.  And  gone  are 
the  days  when  it  seemed  that  Japan's 
"factory"  approach  to  packaged  soft- 
ware development — cramming  huge 
rooms  with  shifts  of  programmers 
writing  code — would  outshine  the 
more  individual  and  artistic  U.S.  ap- 
proach. 

David  Moschella,  a  senior  vice  pres- 
ident at  International  Data  Corp., 
sums  up  the  competitive  situation  this 
way:  "Most  U.S.  software  companies 
are  not  worried  about  Japanese  soft- 
ware companies,  they're  worried 
about  each  otlier."  ^ 
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The  fiitz  factor 

How  MUCH  TIME  do  you  spend  futz- 
ing  with  a  personal  computer?  Too 
much.  SBT  Accounting  Systems,  a 
Sausalito,  Calif. -based  maker  of  busi- 
ness software,  asked  its  network  of 
6,000  computer  consultants  to  survey 
the  firm's  customers. 


SBT  estimates  that  2%  of  America's 
gross  domestic  product,  or  $97.4  bil- 
lion, is  being  diddled  away  by  people 
who  play  or  tinker  with  their  comput- 
ers while  they're  at  work.  More  star- 
tling, an  estimated  4%  of  clerical  and 
secretarial  labor  is  taken  up  with  try- 
ing to  get  software  to  function. 

According  to  David  Harris,  an  SET 
vice  president,  fiatzing  has  become  so 
widespread  that  by  1994  it  will  dou- 
ble to  an  estimated  4%  of  gdp.  "It's 
become  the  great  time  sink  of  modern 
technology,"  says  Harris.  "Some 
people  use  the  desktop  PC  as  profes- 
sional television — something  that  is 
just  'on'  in  a  room,  so  we  stare  at  it 
without  doing  anything . "  -T.J. 

Performance  rewarded? 

EvTR  HEAR  of  getting  docked  for  do- 
ing your  job  too  well?  That's  just  what 
happened  to  the  California  Public 
Employees  Retirement  System,  or 
Calpers.  The  $67  billion  (assets)  pen- 
sion fiind  had  projected  it  would  earn 
8.5%  a  year  during  the  last  three  fiscal 


years.  In  fact,  Calpers  earned  about 
11.1%.  Result:  Calpers  had  a  $1.9. 
billion  reserve. 

Enter  the  state  of  California,  which 
has  been  haunted  by  budget  deficits 
of  more  than  $10  billion  during  each 
of  the  last  two  years.  Last  year  desper- 
ate California  lawmakers  passed  spe- 
cial legislation  that  permits  the  sta^e 
to  forgo  about  $1 .9  billion  in  pension 
contributions  to  Calpers  in  the  1991- 
92  and  1992-93  fiscal  years. 

Calpers  is  fighting  back.  It  has 
thrown  its  weight  behind  an  initiative 
on  the  November  ballot  in  California 
that  would  limit  the  state's  ability  to 
short-shrift  the  pension  hind.  The 
initiative  also  would  protect  Calpers' 
board  from  being  replaced  by  appoin- 
tees of  the  governor  or  state  politi- 
cians— something  California's  Gov- 
ernor Pete  Wilson  threatened  to  do 
last  year.  -John  H.  Taylor 

Life  in  the  fast  lane 

Executives  at  the  Reno,  Nev.  head- 
quarters of  Porsche  Cars  North 
America  are  tickled  by  the  letter  they 
recendy  got  from  the  happv  owner  of 
a  1983'Porsche911  Carrera.  "Myself 
and  my  boyfriend,"  wrote  a  South 
Carolina  lady,  "were  in  an  unbeliev- 
able, near-death  incident.  My  ex-hus- 
band fired  a  .44  Magnum  at  close 
range  into  my  Porsche.  .  .  .  Three 
shots  hit  my  car:  two  going  into  the 
driver's  door,  never  entering  the  in- 
side of  the  car.  ...  A  third  shot  [en- 


/ 

1 

■m  ^                     I 

tered]  the  car,  hitting  the  passenger- 
side  seat  headrest  level.  The  steel  plate 
in  the  seat  saved  my  passenger's  life." 

The  writer  enclosed  five  photo- 
graphs of  the  bullet-riddled  car,  plus 
another  of  herself,  dressed  in  short- 
shorts  and  laughing  on  the  fi-ont 
bumper. 

"It  looked  like  a  Bonnie  and  Clyde 
car,"  chuckles  Frederick  Schwab, 
chief  executive  of  Porsche's  North 
American  operation.  "It's  not  the 
kind  of  thing  we  can  use  in  a  market- 
ing campaign.  But  it  sure  says  a  lot 
about  our  safety  features." 

-Joel  Milli^ian 

Red  scare? 

Is  B.J.  (Red)  McCombs,  a  near-miss 
in  the  Eighties  for  The  Forbes  Four 
Hundred  list,  having  cash  flow  prob- 
lems? That's  the  buzz  around  San 
Antonio,  where  McCombs  owns  car 
dealerships  and  the  San  Antonio 
Spurs  pro  basketball  team.  In  late 
September  McCombs,  64,  will  auc- 
tion off  "at  absolute" — meaning  to 
the  top  bidders  no  matter  the  price — 
two  of  his  prime  Texas  ranch  proper- 
ties: the  634-acre  Two  Creek  Ranch, 
an  extensive  horse -training  facility 
near  Brenham;  and  the  883-acre 
Brinks/Sisterdale  Ranch,  a  cattie- 
breeding  spread  near  Boerne. 

Since  1989  McCombs  has  shed 
35,000  acres  of  ranchland  in  Nebras- 
ka and  Colorado,  leaving  him  with 
just  25,000  acres,  mainly  in  Texas. 


A  Porsche  911 
Carrera 

Not  only  safe  to 
drive,  but  good 
protection 
should  an  angry  ex 
go  after  you  with 
a  .44  Magnum. 
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Red  McCombsat 
one  of  his  ranches 
Is  a  cash 
crunch  forcing 
the  owner  of 
the  San  Antonio 
Spurs  to  sell  off 
assets? 


Meanwhile,  McCombs  reportedly  has 
been  shopping  the  Spurs  for  $100 
million — without  much  luck.  He  now 
says  that  he  is  willing  to  sell  a  majority 
stake  in  the  basketball  team  just  as 
long  as  he  can  retain  control  of  its 
management. 

McCombs  denies  he's  in  a  bind  and 
claims  he's  only  consolidating  his 
ranch   holdings   so   he   can   expand 


Home  Ranch,  his  5,000-acre  eques- 
trian operation  near  Johnson  City, 
Tex.  The  Spurs,  McCombs  says,  "is 
just  too  big  an  asset  for  me  to  carry." 
-Claire  Poole 


In  the  bag 

Nelson  Peltz  and  Peter  May,  both 
Forbes  Four  Hundreders,  made  a  kill- 


ing in  the  Eighties  when  they  used 
debt  to  take  over  Triangle  Industries 
and  then  sold  off  the  container  mak- 
er's assets.  The  dealster  duo  hit  a  snag, 
though.  In  1988  they  acquired  one  of 
those  assets  for  themselves — heavily 
indebted  shopping  bag  maker  Equita- 
ble Bag.  Since  last  year  the  $127 
million  (1991  sales)  company  has 
been  in  default  on  its  bank  loans.  This 
queered  a  $5.4  million  fee — for  inter- 
est rate  protection — that  another 
Peltz/May  company  stood  to  collect 
if  interest  on  a  $55  million  note  of 
Equitable's  topped  18%. 

Earlier  this  year  Peltz  and  May  tried 
and  failed  to  recapitalize  Equitable. 
Both  an  initial  public  offering  and  a 
debt  underwriting  fell  through.  But 
now  Bankers  Trust  has  come  to  the 
rescue,  bt  took  such  a  shine  to  Equita- 
ble that  it  recendy  underwrote  $105 
million  worth  of  notes,  lent  the  com- 
pany $30  million  more,  and  even  took 
a  25%  equity  stake. 

Poor  Equitable.  It  will  have  to  pay  a 
steep  12%%  for  its  new  senior  debt. 
But  weep  not  for  Peltz  and  May.  Now 
that  the  deal  is  done,  they  will  collect 
the  rest  of  the  protection  money 
they're  due.         -Laura  Jereski  ^ 


NOWTHERE'S  MORE  THAN  ONE  WAY  TO  SAY  "THANK  YOU" 
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At  Burton  Way,  Los  Angeles,  CA  90048 

Telepkone:  (310)  273-2222 

(800)  332-3442 


The  litmus  test 

Sir:  The  screening  methodology  in 
your  article  "Windbag  theory"  (Am£[. 
3)  is  a  companion  piece  to  Harvard 
Business  School  Professor  David 
Hawkins'  "You  Can  Tell  A  Company 
By  Its  Cover"  screen.  One  of  the  most 
popular  sessions  is  the  day  The  Hawk 
comes  in  with  a  pile  of  annual  report^ 
holds  the  cover  of  each  up  for  the  class 


to  see,  and  asks  if  the  company  had  a 
good  year  or  a  bad  year.  Those  com- 
panies with  quantitative  items  on  the 
front  usually  had  soUd  years;  those 
with  modern  art  and  nonbusiness- 
related  subjects  tended  to  have  had 
cruddy  years. 
-Luc  I  EN  Ruby 
San  Francisco,  Calif. 

Rags  to  riches 

Sir:  In  Fact  and  Comment  (Au0.  17) 
you  allude  to  the  14  million  jobs  that 
were  created  by  new  businesses  from 
1982  to  1986.  There  are  only  two 
kinds  of  people  who  create  jobs. 
Those  who  are  rich;  and  those  who 
are  trying  to  be  rich. 
-C.  Jamks  Dudley  Jr. 
Branson,  Mo. 

Smooth  ride 

Sir:  Re  "Commuter  tax"  (Au0.  3). 
Instead  of  seeing  their  workers 
snarled  in  traffic,  wasting  time  and 
productivity,  employers  will  be  able 
to  use  a  new  $60-per-month,  tax- 
deductible  benefit  to  help  their  em- 
ployees get  to  work  faster.  Instead  of 
stRiggling  with  the  frustration  of 
driving  alone  to  and  from  work,  em- 


ployees will  be  able  to  have  much,  and 
in  many  areas,  all  of  their  transit  com- 
muting costs  paid,  without  tax  conse- 
quence. Economically,  everyone 
benefits. 

-Jack  R.  Gilstrap 
Executive  Vice  President 
American  Public  Transit  Association 
Washin£iton,  D.C. 

Theoretically  speaking 

Sir:  Coase's  Theorem  that  private 
property  rights  can  be  used  to  control 
pollution  also  contains  specifications 
or  hmits  ("You  can't  get  there  from 
here,"  July  6).  In  economic  jargon, 
Coase  Theorem  is  valid  when  transac- 
tion costs  are  small,  the  number  of 
parties  involved  are  few,  and  there  are 
no  wealth  or  income  eflfects.  In  the 
real  world  of  nonrival  and  nonexclu- 
dable goods,  often  called  common 
property'  resources,  Coase  Theorem 
does  not  and  carmot  fix  pollution 
problems. 
-Damd  R.  Givers 
Moorhead,  Minn. 

Incredulous 

Sir:  No  intelligent  person  is  going  to 
buy  the  image  that  "the  Feds  nailed 
Milken  by  tormenting  him  into  con- 
fessing security  laws  violations" 
("Where's  the  truth  about  Milken?" 
Au£[.  31).  Soliciting  and  trading  on 
inside  information  is  not  a  skill; 
it  is  a  crime. 
-David  W.  Hendry 
Bi£i  Canoe,  Ga. 

It  is  a  matter  of  record  that  Milken 
did  not  plead £iuilty  to  violating  insider 
trading  laws  nor  was  hefound^uilty  of 
that  crime. — Ed. 


On  the  dole 

Sir:  Your  recent  article  "Recession? 
What  recession?"  (Au^.  3)  says  that 
the  State  of  Texas  had  the  largest 
increase  in  die  country  in  public  em- 
ployment, with  14,000  new  state  level 
jobs.  You  got  your  information  from 
the  Bureau  of  Labor  Statistics,  which 
based  its  information  on  the  number 
of  paychecks  issued  by  the  state.  Since 
many  state  employees  get  multiple 
paychecks  from  dififerent  fimding 
sources,  this  number  exaggerates  the 
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growth  in  state  employment. 

-Bill  Cryer 

Press  Secretary 

State  of  Texas 

Office  of  the  Governor 

Austin,  Tex. 

Half  truths 

Sir:  If  Hulbert  actually  thinks  I  have 
some  responsibility  to  compare  my- 
self unfavorably  with  my  competition, 
he  has  a  lot  to  learn  about  advertising 
("Beware  of  wolves,"  Au£.  31).  It  is 
common  practice  in  media  advertis- 
ing to  show  tables  comparing  the 
performance   of  a  publication  with 
others  that  underperformed  it. 
-Sheldon  Jacobs 
Editor  &  Publisher 
The  No-Load  Fund  Investor 
Hastin£rs-on-Hudson,  N.T. 

Appreciation 

Sir:  Re  "Petrels  in  a  storm"  (Au£[. 
31).  Since  the  1980  Sotheby's  auc- 
tion cited,  157  different  images  have 
maintained  or  increased  in  price 
(many  substantially)  as  compared 
with  the  1989  auction  prices  realized. 
'-Joel  Oppenheimer 
President 

Douglas  Kenyon,  Inc. 
Chicago,  III. 

Overdue 

Sir:  "Down  the  rathole"  (Au£i.  3) 
warns  the  U.S.  against  making  sover- 
eign loans  to  the  Russian  government. 
Although  the  Kremlin  has  taken  re- 
sponsibility for  the  lion's  share  of  the 
Soviet  foreign  debt,  it  has  yet  to  ac- 
knowledge the  debt  it  owes  to  Ameri- 
can holders  of  imperial  Russian  bonds. 
-Bradford  Trebach 
New  York,  N.T. 

Toung  at  heart 

Sir:  Re  "Options"  (Au^.  17).  Your 
excellent  article  might  well  have  men- 
tioned the  man  whose  portrait  ap- 
pears on  the  wall  in  the  photograph. 
Dr.  Hugh  Young,  a  wag  and  the  great 
pioneer  in  that.field.  He  said  of  him- 
self, "The  prostate  makes  most  men 
old,  but  it  made  Hugh  Young." 
-Robert  K.  Moxon,  m.d. 
Columbia,  S.C. 
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Some  people  see  a  monster.  We  see  improper  metering, 
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When  the  1990's  called  for  restructuring,  the 

MANAGEiMENT  of  Fcdcratcd  Department  Stores 

didn't  settle  for  ALTERATIONS,   they  completely 

< 

REDESIGNED  the  BALANCE   SHEET. 


During  1990.  in  the  midst  of  a  retailing 
downturn,  department  stores  were 
collapsing  one  after  another.  But  when 
Federated  ran  into  trouble,  management 
fought  back.  And  created  an  unprece- 
dented turnaround. 

Armed  with  a  roster  of  some  of  the 
most  prestigious  names  in  retailing: 
Bloomingdales.  Abraham  and  Straus.  The 
Bon  Marche.  Burdines.  Jordan  Marsh, 
Lazarus,  Rich's.  Goldsmiths  and  Sterns, 
Federated's  management  began  restruc- 
turing. One  of  the  first  steps  was  to  turn  to 
Lehman   Brothers,   for  sixty  years  Feder- 
ated's financial  counselor  and  business  ally. 

MAPPING  thp:  bp:st  route 

TO  MARKET. 

Together  with  Lehman  Brothers, 
Federated's  management  conceived  a  plan 
with  two  objectives:  to  improve  operat- 
ing performance  while  simultaneously 
reworking  the  capital  structure. 

Federated  successfully  negotiated  a  maze 


of  financial,  legal,  and  business  issues  in 
order  to  restore  revenues  while  convincing 
creditors  of  its  long-term  viability.  In 
February  of  1992.  Federated  successfully 
emerged  from  Ghapter  11. 

\\lthin  several  weeks,  market  conditions 
indicated  the  time  was  right  for  a  return 
to  the  equity  market.  Federated  chose 
Lehman  Brothers  to  lead  manage  an 
offering  of  over  40  million  shares,  which 
generated  more  than  8500  million  in  new 
equity  capital.  The  largest  retail  restruc- 
turing in  history  had  been  completed  in 
record  time. 

CUSTOM-DESIGNED 
SOLUTIONS. 

Grucial  to  the  plan's  success  was  a  team 
that  combined  industry  expertise  with 
market  intelligence  and  distribution 
strength. 

If  your  company  has  a  problem  or 
opportunity  that  could  use  that  kind  of 
approach,  we'd  like  to  be  involved. 


Lehman  Brothers 


1992  Shearsoii  Lehman  Brothers  Inc.  Lehman  Brothers  is  a  division  of  Shearson  Lchinini  Brothers  Inc. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


THE  MOST  UNDERVALUED  ASSET  IN  THE  WORLD 

The  U.S.  dollar. 

MAJOR  EXAMPLE— AND  A  MAJOR  MISTAKE 


President  Bush  should  take  his  campaign  cues  from 
British  Prime  Minister  John  Major,  who  earlier  this  year 
won  an  upset  victory  in  the  face  of  an  economy  far  worse 
than  our  own.  Major  slammed  his  opponents  for  their 
vow  to  raise  taxes. 

George  Bush  has  made  his  point  on  family  values. 
And  Governor  Clinton's  slithering  on  free  trade,  his 
draft  evasion,  etc.,  will  do  the  Republicans'  work  on 
the  character  issue.  But  people  remain  worried  about 
the  economy.  The  President  must  emphasize  that 
growth  can  come  only  from  reducing  the  tax  burden, 
not  increasing  it. 

But  the  Administration  blundered  badly  by  passing 


up  the  opportunity  to  issue  an  executive  order  indexing 
capital  gains  for  inflation.  Charles  J.  Cooper,  former 
assistant  attorney  general,  recently  rendered  a  legal 
opinion  concluding  that  the  President  had  the  author- 
ity to  do  this  without  legislation.  Instead  of  letting  the 
matter  be  decided  by  the  courts,  the  Administration 
flinched. 

Politically,  the  issue  was  a  winner.  Why  should  farmers, 
homeowners,  stockholders  pay  tax  on  fictitious  gains.^ 
This  only  destroys  capital.  Because  of  high  taxes,  capital  is 
locked  in  old  investments.  Indexing  for  inflation  would 
liberate  considerable  sums  for  new  ventures,  which  create 
most  of  the  new  jobs  in  our  economy. 


ROTTEN  REGULATIONS  BEGET  ROTTEN  FRUIT 


PlAViNG  PUNTED  ON  indexing  capital  gains, 
dent  can  still  strike  a  smaller  but  edif^'ing 
prosperity.  The  Department  of  Agri- 
culture has  a  raft  of  regulations,  some 
left  over  from  the  Depression  era,  that 
cost  consumers  dearly  and  are  literally 
wasteftil. 

In  California  recently,  growers  of 
peaches  and  nectarines  had  to  let  tons 
of  fruit  rot.  Why.'  Because  the  Agricul- 
ture Department  decreed  a  minimum 
size  that  these  fruits  must  be  before 
consumers  are  allowed  to  buy  them. 
So  growers  with  smaller  than  regula- 


the  Presi- 
blow  for 


This  doesn't  help  consumers. 
NONSTARTER 


tion-size  fruit  were  threatened  with  criminal  sanctions  if 
they  tried  to  sell  them  to  the  public,  even  though  their 
peaches  and  nectarines  were  both  ed- 
ible and  nutritious.  And  on  what  did 
the  Aggies  base  these  regulations.' 
Only  a  hunch  that  consumers  wouldn't 
buy  the  small  stuff. 

Why  can't  consumers  make  their  own 
decisions." 

The  real  reason  for  these  regulations 
is  to  reduce  supply  to  keep  prices  high. 

The  President  has  the  authority  to 
abolish  these  kinds  of  controls.  He 
should  promptly  do  so. 


The  much  publicized  Perot  plan  for  solving  our  budget 
deficit  crisis  misfires.  It  assumes  the  problem  is  simply  a 
matter  of  raising  taxes  and  curbing  spending.  It  betrays  an 
utter  lack  of  understanding  of  what  is  behind  the  deficit. 
The  goal  of  government  policy  should  be  simple: 
Encourage  the  economy  to  grow  as  rapidly  as  it  naturally 
can.  Perot's  scjieme,  with  its  burdensome  array  of  new 
taxes,  would  reduce  growth,  not  boost  it.  Perot  et  al.  don't 
grasp  the  fact  that  taxes  are  not  only  a  means  of  collecting 
revenue  but  also  a  price.  If  the  price  for  productive 
economic  behavior  is  too  high,  there  will  be  less  of  it. 


When  Reagan  slashed  income  tax  rates,  federal  receipts 
grew  mightily.  The  portion  of  the  income  tax  take  paid  by 
the  rich  went  up  impressively. 

Perot  ignores  the  systemic  causes  of  federal  spend- 
ing growth. 

Medicare.  Cutting  benefits  is  a  superficial  solution. 
The  problem  with  soaring  medical  costs  is  the  way  they  are 
financed.  Free-market  solutions  would  curb  runaway  costs 
more  effectively  than  government  price  controls.  They 
would  also  not  destroy  medical  research  and  development. 

Social  Security.  You  would  never  know  it  from  the 
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rhetoric  of  Perot  and  others,  but  the  system  is  in  surplus. 
Not  until  sometime  into  the  next  century  are  outlays 
projected  to  exceed  revenues.  To  keep  the  system  solvent, 
payroll  taxes  should  be  cut,  encouraging  job  creation.  A 
strong  economy  is  the  best  guarantee  for  future  payments. 
Another  reform :  Give  people  the  choice  of  either 
accepting  the  current  payment  formula  or  in- 
vesting their  Social  Security  taxes  in  an  IRA-like 
account.  These  monies  could  then  be  pumped 
into  the  private  economy  by  millions  of  individ- 
uals. This,  too,  would  strengthen  the  nation. 

Interest  paid  on  the  national  debt.  A  re- 
duction of  1%  in  interest  rates  would  save  $40 
billion  a  year.  A  modernized  version  of  the 
gold- based  monetary  system  that  we  had  until 
1971  would  lop  tens  of  billions  of  dollars  from 
the  budget.  With  such  a  scheme,  homeowners 
could  once  again  get  mortgages  at  6%.  Long-term  gov- 
ernment bonds  could  be  floated  at  4%  to  5%. 

Congress'  propensity  to  spend.  The  best  way  to  curb  it 
is  not  with  exhortations  or  a  balanced  budget  amendment. 


UNITED 
WE  STAND 

HOUUWE  CAN  TAKE 
m COUNTRY 

ROSS 


43  governors  possess.  Appropriations  are  now  lumped 
together  in  huge  packages  that  make  vetoes  difficult. 

An   indirect   but   more   potent  reform:   term   limits. 
Studies  show  that  the  more  seniority  a  legislator  has, 
the  more  likely  he  or  she  is  to  vote  for  more  spending 
and  more  taxes. 

Highway  and  other  infrastructure  expen- 
ditures. Let  private  companies  finance  and 
operate  more  of  these.  The  new  highway  bill 
has  provisions  to  encourage  this.  Mexico  and 
other  countries  are  already  doing  it. 
Other  budget  deficit  reducers: 

■  Pull  capital  expenditures  out  of  the  budget. 
Businesses  and  most  states  do  that  already.  You 
can  more  easily  highlight  and  analyze  what  is 
useful  and  what  is  pork. 

■  Change  our  horrific  legal  tort  system,  which 
is  costing  the  economy  some  $200  billion  per  year  (a 
sluggish  economy  hurts  tax  revenue). 

■  Give  parents  true  choice  of  which  schools  to  send  their 
children  to.  Better  education  means  better  human  capital. 


The  President  should  exercise  the  line-item  veto,  a  power     which  means  a  better  economy  for  everyone. 


LEGAL 

Did  you  know  that  any  federal  agency  can  poke  through 
your  telephone  toll  records  without  your  knowledge  and 
without  a  warrant,  even  if  you  are  under  no  suspicion  for  a 
crime?  Casual  fishing  expeditions  are  now  routine;  federal 
agents  have  pawed  through  their  colleagues'  phone  ac- 
counts to  find  out  who  might  be  talking  to  reporters. 


SNOOPS 

Years  ago  the  Supreme  Court  ruled  that  information 
about  whom  you  called  and  who  called  you  belonged  not 
to  you  but  to  the  telephone  company.  Congress  should 
tighten  rules  under  which  government  agents  can  exam- 
ine your  phone  records.  The  regulations  ought  to  be  no 
more  lenient  than  those  governing  wiretapping. 


RESTAURANTS-GO,  rONSmFR,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  J ejf  Cunningham  and  Tom  ] ones. 


•  The  Quilted  Giraffe— 550  Madison  Ave.,  at  55th 
St.  (Tel:  593-1221).  Still  one  of  New  York's  finest. 
Chef/proprietor  Barry  Wine  turns  out  extraordinary  fare 
with  elan.  He's  into  Japanese  styling,  unafraid  to  use  some 
of  his  oddball  Japanese  ceramics  that  complement  his 
postmodern  secessionist  interior.  The  Kobe  beef  truly  does 
melt  in  your  mouth,  and  even  the  fat  is  meant  to  be  eaten. 

Borsalino— 255  W.  55th  St.  (Tel:  246-0710).  An 
effiisive  PR  letter  raised  expectations  to  unrealistic  levels. 
Carpaccio  chilled  to  the  point  of  flavorlessness.  Spinach 
and  ricotta  ravioli  excessively  chewy. 

•  Pinocchio— 170  E.  81st  St.  (Tel:  650-1513).  Al- 
though lacking  checkered  tablecloths,  Pinocchio  has 
most  other  ingredients  of  those  cozy  neighborhood  Ital- 
ian restaurants  that  pop  up  in  vintage  movies:  friendly 
family  ownership  (Dad  and  Mom  in  the  kitchen,  son 


waiting  tables);  soft,  romantic  lighting  diffused  from 
Venetian  glass  clusters  of  grapes  and  wisteria;  complimen- 
tary anisette  at  meal's  end.  The  food,  good.  Wine  and 
beer  only.  The  tab,  though,  provides  an  unexpected  jolt. 

•  Zarela— 953  2nd  Ave.,  at  50th  St.  (Tel:  644-6740). 
First-rate,  Upper  East  Side  Mexican  fare.  Quesoflindido 
(baked  cheese,  jalapeiio  and  chorizo)  is  flaming  cholester- 
ol heaven.  Their  fajitas  do  right  by  a  classic  favorite. 

•  Le  Madri— 168  W.  18th  St.  (Tel:  727-8022). 
Sprawling,  open  and  airy,  with  vaulted  Renaissance  ceil- 
ings. Start  with  the  wonderful  antipasto  bar;  ask  the 
waiter  to  create  an  assortment  for  the  table.  Everything  is 
fresh  and  bursting  with  flavor.  For  an  entree,  try  carpaccio 
of  tuna,  served  over  a  mixture  of  wild  greens  with  a 
ginger,  basil  vinaigrette  dressing.  Desserts  rich  and  deca- 
dent, especially  the  Budino  di  Cioccolato  al'  Amaretto; 


WHY  WE  ONCE  MEMORIZED  THE 


Lincoln  at  Gettysburg — by  Garry  Wills 
(Simon  &  Schuster,  $23).  Deepens  one's 
appreciation  of  the  finest  speech  in  Amer- 
ican history.  Lincoln's  masterpiece  forev- 
er defined  what  the  Civil  War — and  the 
nation — was  about.  Author  Wills  recog- 
nizes the  President's  extraordinary  hu- 
manity and  humility.  He  also  recognizes 
Lincoln's,  and  America's,  other  great 
speech:  the  Second  Inaugural  address. 


GETTYSBURG  ADDRESS— AND  STH^L  SHOULD 

Excerpts:  Lincoln  came  to  chan£ie  the 
world.  No  other  words  could  have  done  it. 
In  his  brief  time  before  the  crowd  at 
Gettysburg  he  wove  a  spell  that  has  not,  yet, 
been  broken — he  called  up  a  new  nation 
out  of  the  blood  and  trauma.  .  .  .  His 
distinctive  mark,  one  almost  unique  in  the 
history  of  war  leadership,  was  his  refusal  to 
indulffe  in  triumphalism,  rijfhteousness  or 
vilification  of  the  foe.  ^ 
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Learjet. 

Lease  the  business  jet  legend 

for  less  than  $50,000  per  month, 

all  maintenance  included. 


The  most  affordable  way  to  operate  a  new  Learjet  31A  or  Learjet  35A  is  with  our  Total  Learjet  Coverage 
ease  -  the  most  flexible,  comprehensive  plan  now  available.  You  can  lease  a  new  Learjet  and  pay  no 
laintenancefiosts.  The  seven-year  TLC  Lease  includes: 

•  Low  down  payment  and  very  attractive  monthly  payments. 

•  Total  aircraft  maintenance  at  no  charge  for  seven  years  or  2,500  hours 
including  aircraft,  engine  and  avionics  parts.  All  expendables  such  as  fluids, 
tires  and  brakes  are  included. 

•  Flexible  options  after  five  years,  including  upgrades  to  a  new  Learjet. 
Don't  miss  this  unique  opportunity  to  fly  the  legendary  Learjet  for  less. 

all  Ted  Farid,  Vice  President  Domestic  Marketing,  at  (316)  946-2450, 
r  Fax  (316)  946-2204. 


i«:  Lease  applies  to  new  aircraft  delivered  on  or  iKfore  December  31. 1992.  for  operation  in  the  United  Stales. 
»92  Learjet  Inc. 


Learjet 

Nothing  else  comes  close? 


li 


There  is  a  curious  shift  in  business  these  days, 
"back  to  the  basics."  And  it  seems  as  if  the  sophisticated 


fast-trackers  of  the  '80s  have  been  transformed  into  the 


business  fundamentalists  of  the  '90s. 


Nice  try,  guys.  The  simple  truth  is,  basics 
are  something  you  start  with  and  take  forward. 


Not  retreat  to. 


Over  the  past  10  years  we've  become  a 
$12  billion  insurance  company  by  embracing  the  ageless 
basics  of  common  sense  and  simplicity  and  bringing  them 
into  a  new  age  of  technology  and  management. 


This  has  allowed  us  to  centralize  and  streamline 


operations  in  ways  never  possible  before.  Allowed  us  to 
create  products  that  are  profitable  against  today's  ever- 
changing  financial  landscape.  Allowed  us  to  establish  the 


most  cost-effective  means  of  distribution.  And,  allowed  us 


to  be  more  active  managers  of  our  investment  portfolio. 
The  basics.  By  taking  them  forward,  they've 


taken  us  forward.  To  where  we  are  today,  to  where  we'll 


be  tomorrow. 


©1992  Conseco,  Inc 
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Other  Comments 


True  Believer 

My  criticism  of  what  goes  on  in 
Washington  is  secondary  to  the  larger 
story,  namely  that  in  some  way  this 
was  the  American  century  after  all. 
This  great  country  defeated  fascism 
and  communism.  The  central  achieve- 
ment, and  the  happiness  of  my  person- 
al life,  was  being  a  reporter  from 
Roosevelt  to  George  Bush.  I  don't 
want  to  sound  like  an  old  grouch  about 
the  things  that  need  correcting,  be- 
cause the  system  can  work.  And  it 
doesn't  take  geniuses  to  make  it  work. 
-James  Reston,  interviewed  by  Alvin 
P.  SanofF,  U.S.News  &-  World  Report 

Arsenal  for  Democracy 

In  the  1980s  correspondents  could 
wander  freely  in  China  gathering  news 
to  tell  the  Chinese  people.  All  of  this 
came  to  an  end  in  Tiananmen  Square. 
Surrogate  broadcasting,  as  per- 
formed at  Radio  Free  Europe/Radio 
Liberty,  depends  on  painstaking  re- 
search, coming  from  a  staff  of  trained 
analysts  who  scour  the  official  media, 
underground  publications  and  state- 
ments of  leaders,  enabling  broadcast- 
ers to  reflect  more  knowledge  about 
what  is  going  on  in  target  areas  than 
do  people  who  live  in  those  areas. 


In  China  we  urgently  need  to  in- 
crease our  focus  on  democracy  and 
human  rights  and  equal  opportunify 
for  all  through  free  markets!  If  we 
want  to  do  this  most  effectively,  we 
will  establish  an  organization  that  can 
ensure  such  broadcasting  is  based  on 
scholarly   research    and   world-class 
journalism.  That  is  exactly  what  we 
can  do  by  creating  Radio  Free  Asia. 
-Kenneth  Tomlinson, 
Washington  Times 
*  *  * 

The  Voice  of  America's  primary  mis- 
sion is  to  offer  news,  commentary  and 
culture  from  America,  together  with 
editorials  stating  U.S.  government 
positions.  VOA  is  responsive  to  the 
State  Department,  which  has  a  mis- 
sion, a  point  of  view,  an  ideology.  Can 
a  broadcast  service  suffused  with  the 
institutional  culture  of  the  State  De- 
partment do  the  right  sort  of  hard- 
hitting but  objective  broadcasting 
that  Radio  Free  Asia  would  require.^ 

At  stake  is  nothing  less  than  the 
survival  of  an  essential  instrument  of 
democracy — the  fi-ee  flow  of  infor- 
mation, especially  where  people  are 
not  themselves  free.  Whether  the 
U.S.  can  find  the  will  to  support  such 
a  venture  in  Asia  will  help  to  define 
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"I  detect  the  fine  hand  of  James  Baker  behind  that." 


what  kind  of  superpower  America  is 
to  be  in  the  1990s  and  beyond. 
-John  Hughes  and  Ben  Watten- 
BERG,  Wall  Street  Journal 


If  we  could  get  the  public  as 
involved  and  as  informed 
about  politics  as  they  are 
about  Monday  Night  Foot- 
ball, we  would  not  have  as 
many  problems.  People 
have  to  get  off  their  duffs 
and  participate. 
-Carol  G.  Hanson, 

State  Representative  (R-Fla.), 

New  York  Times 

Writing  on  the  Wall 

I  GET  HIGH  on  free-market  stress. 
-Graffito  from  the  Olive  Tree  Cafe, 
New  York  City 

Pedagogic  Politicking 

Daniel  Webster's  orations  were  an 
offshoot  of  his  role  as  statesman  and 
legislator;  but  Edward  Everett  (noted 
I9th  century  orator),  in  effect,  ran  for 
and  held  office  in  order  to  attract  an 
audience  for  his  speeches. 
-Garry  Wills, 
Lincoln  at  Gettysburg 

Fit  to  Print? 

The  old  saying  around  newspapers  is 
"Other  people  hide  their  mistakes. 
We  print  ours."  With  that  in  mind, 
here  is  a  list  of  newspaper  errors  from 
Richard  Lederer's  collection  in  An- 
£iuished  English. 

"The  attorney  general's  office  said 
yesterday  that  an  autopsy  performed 
on  the  headless  body  of  a  man  failed 
to  determine  the  cause  of  death." 

''Moby  Dick,  the  great  American 
classic  by  Herman  Melville,  will  be ' 
seen  again  next  week  with  veteran 
actor  Victor  Jory  in  the  tide  role." 

"Ronald  Reagan  was  accompanied 
on  his  tour  by  his  friend  Chuck  Con- 
ners,  television's  'Rifleman,'  who 
plugged  Reagan  every  chance  he  got." 
-"lab's  Gab," 
Benton  County  (Mo.)  Enterprise  ^ 
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USA  HCHEELJS 
PIMC  JEEP  TOURS 


Why  Sit  Behind  A  Desk  When  You 
Gould  Be  Driving  A  Pink  Jeep?" 


"Every  day's  an  adventure  when  you're 
driving  tourists  through  these  rugged  Red 
Rocks.  Fortunately,  the  Corporate  Card 
keeps  our  company  running  smoothly." 

Use  it  for  all  your  business  expenses, 
including  gas  and  auto  repairs.  Add  em- 
ployees to  your  account  and  we'll  provide 
records  of  their  charges,  too.  It'll  make 
tax  time  easier.  Call  1-800-SUCCESS. 

Keep  on  doing  what  you  do  best  and  let 
the  Corporate  Card  do  the  rest. 

To  Your  Success 


TheToshibaT3300SL 


When  you  dedicate  yourself  to  making  portable  computers,  you  start  to  realize  ho<w  far  they  can  actually  go. 

In  Touch  with  Tomorrow 

TOSHIBA 


FOR  MORE  INFORMATION,  CALL  1  (800)  457-7777  ©  1992  Toshiba  America  Information  Systems,  Inc. 


It's  a  whole  new  kind  of 
all-season  technology. 

Climate  Control. 

And  only  Michelin  tires 
have  it.  Climate  Control 
means  comfort. 

The  kind     J^  of  comfort 
that  comes  JF  from  the  most 
advanced  ^all-season  luxury 
performance  tire 
we've  ever  made- 


special.  It  is  special. 
Because 

it  helps  maintain 
Michelin's 

renowned 
all-season  per- 
formance 
from  the  first 
mile  to  the  last 
And  you  get  our 
excellent  traction,  grip  and 
high-speed  stability 
come  rain,  snow 

or  shine. 
♦>C*       P'us  the  classic 
smooth  and  quiet  ride 
that  makes  a  Michelin  a 
Michelin. 


f 


the  new  MXV4. 

With  a  tread 
design  that  does 

more  than  look 


And  lesser 
tires  just  that. 
Best  of  all, 
because 
the  new  MXV4 
is  a  Michelin, 
you  know  it's 
going  to  last. 
So,  why  settle 
for  a  tire  that  merely 
copes  with 
challenging  roads  when 
you  can  get  one  that 
actually  enjoys  them. 

The  new  Michelin  MXV4 
with  Climate  Control. 
The  luxury  performance 
tire  engineered  to  keep 
your  temperature 
from  rising. 


MICHELIN^ 

BECAUSE  so  MUCH  tS 

RIDING  ON  YOUR  TIRES.*     ■  \; 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


FREE  TRADE-IF  CONGRESS  APPROVES 


The  North  American  Free  Trade  Agreement 
(NAFTA),  which  began  with  a  U.S. -Canada  pact  three 
years  ago  and  was  completed  by  the  addition  of  Mexico 
last  month,  is  a  victory  for  both  America  and  free  trade. 
As  Karen  Elliott  House  of  the  Wall  Street  Journal  re- 
minded us  in  her  analysis  of  this  historic  trading  bloc: 
"The  addition  of  Mexico  to  a  U.S. -Canada  free  trade  area 
completes  a  more  than  $200-billion-a-year,  continent- 
wide  trading  bloc  at  precisely  the  time  that  European  and 
Asian  dreams  of  creating  similar  blocs  are  being  dashed 
on  the  shoals  of  historical  rivalries  and  enmities." 

But  it  is  apt  to  be  a  Pyrrhic  victory  if  the  die-hard 
Democratic  protectionists,  led  by  Congressman  Richard 
Gephardt,  have  their  way.  Gephardt  proposes  a  "cross- 
border  transaction  tax"  on  trade  to  raise  revenue  to  pay 
for  worker  retraining,  infrastructure  development,  envi- 
ronmental protection  and  other  items  designed  to  appeal 
to  other  special  interest  groups  whose  votes  are  courted. 

A  Model  That  Is  No  Model 

The  Gephardt  tax,  which  has,  as  yet,  aroused  debate 
only  in  the  U.S.  International  Trade  Commission,  is 
based  on  precedents  from  the  still-to-be-born  European 
Community — hardly  a  reassuring  model  for  us. 

If,  as  Peter  S.  Watson,  vice  chairman  of  the  U.S. 
International  Trade  Commission,  says,  "the  purpose  of 
free  trade  is  to  eliminate  tariffs  and  other  barriers,  includ- 
ing the  taxes  that  strangle  commerce  between  nations," 
then  it  seems  clear  Mr.  Gephardt  has  devised  a  plan  to 
defeat  NAFTA  before  it  even  goes  into  effect. 

The  European  "adjustment"  taxes  have  already  raised 
some  $100  billion  since  1986.  Mr.  Gephardt  does  not  say 
what  would  be  taxed  to  support  his  as-yet-unnamed-or- 
devised  projects.  Given  past  predilections,  it  seems  un- 
likely that  arty  agricultural  products  would  be  hit  by  his 
tax.  That  leaves  industry — always  a  favorite  whipping  boy. 

No  environmental  degradation  can  be  reasonably 
traced  to  NAFTA.  Our  environmental  officials  say  the 
agreement  will  actually  improve  Mexico's  environment 
and  give  Mexico  more  revenues  to  fund  its  own  pro- 
grams. As  for  retraining,  we  keep  adding  more  to  our 
retraining  fund  (up  to  $2  billion  according  to  the  Presi- 
dent's latest  proposals),  so  it  hardly  seems  likely  that  a 
new  tax  on  trade  that  was  supposed  to  be  free  will  help. 

NAFTA  is  designed  to  eliminate  all  tariffs  from  the 


Yukon  to  the  Yucatan  over  a  15-year  period.  Economic 
benefits  will  come  more  slowly  for  the  U.S.  than  for 
Mexico.  Meanwhile,  we  gain  enormous  benefits  from  the 
major  steps  Mexico  has  been  taking  away  from  socialist 
economics  toward  free-market,  capitalist  principles.  The 
Institute  for  International  Economics  estimates  that 
through  the  agreement  we  will  have  a  net  gain  in  employ- 
ment of  175,000  after  five  years.  Our  exports  to  Mexico 
will  increase  $17  billion  a  year,  and  Mexico's  exports  to  us 
will  increase  some  $8  billion  annually.  Both  countries  and 
Canada  will  benefit  gready  by  «// increases  in  trade. 

Worst- Case  Scenario 

The  real  worry  is  not  that  the  agreement  will  hurt  us  or 
our  trading  partners;  it  is  that  we  will  not  get  the  agreement 
at  all.  Congress  has  insisted  on  certain  procedures:  After 
the  agreement  is  initialed  by  the  three  countries'  leaders,  it 
cannot  be  signed  for  90  days — during  which  time  Con- 
gress may  propose  all  manner  of  changes;  after  the  signed 
treaty  is  sent  back  to  Congress,  assuming  our  two  partners 
agree  to  any  changes  Congress  may  have  made.  Congress 
has  90  more  days  to  decide  whether  to  ratify  it  or  not.  By 
that  time  a  new  presidential  term  will  be  under  way. 

If  Mr.  Clinton  should  be  elected,  his  campaign  wonder- 
ings  about  whether  we  should  not  do  "other  things  either 
within  or  outside  the  agreement" — a  vague  enough  for- 
mulation that  enables  him  to  get  the  votes  of  those  who 
approve  the  agreement  and  those  who  do  not — do  not 
bode  well  for  his  support.  There  are  many  unions  and 
environmentalists  who  will  oppose  the  agreement,  as  is 
always  the  case  with  free-trade  proposals.  Indeed,  essen- 
tially the  same  arguments  are  being  made  by  them  as  were 
made  in  favor  of  the  Corn  Laws  150  years  ago  in  England. 

Canada,  too,  has  its  worries  because  the  agreement,  by 
lowering  tariff  barriers,  forces  more  efficiency  into  many  of 
Canada's  union- bound  industries.  Already,  though,  sever- 
al efficient  Canadian  firms  are  profiting  by  the  agreement. 

It  would  be  shortsighted  to  allow  the  opportunities 
offered  by  NAFTA  to  slip  away  in  a  sea  of  protection- 
ist arguments.  Our  trade  with  Mexico  is  approaching 
$65  billion  a  year,  and  that  is  with  a  Mexico  moving 
rapidly  toward  free-market  policies.  We  need  to  do  all 
we  can  to  encourage  the  continuation  of  this  and  to 
encourage  good  relations  and  far  freer  trade  with  both 
Canada  and  Mexico.  WHk 
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R  (J   BERT       SIBLE,       Torrance.       California 


WHAT,  NO  THUMPING  DISCO  BEAT?  families.  Youth  and  teen  programs  that  build  self- 

Not  a  muscle  shirt  or  skimpy  leotard  in  sight?  esteem.    As    well    as    being    the    largest    provider 

What    sort    of  exercise    class    is    this?  of  child  care  in  the  nation. 


Well,  it's  called  "Twinges 
in  the  Hinges,"  a  class  devoted 
to  improving  the  flexibility 
of  arthritis  sufferers.  And 
it's  putting  a  spring  into  many 
a  step  thanks  to  the  Arthritis 
Foundation  of  Southern 
California  and  the  YMCA 
who,  together,  developed 
this  program. 

At  7:30  AM  sharp,  four 
mornings  a  week,  a  sprightly 
72-year-old  Peggy  Snow  leads 
her  class  into  the  Torrance-South  Bay  YMCA  pool 
for  an  hour's  "watercise." 

An  arthritis  sufferer  herself,  she  founfl  the  program 
so  beneficial  she  volunteered  to  teach  it  to  others. 

And  in  5  years,  Peggy's  never  missed  a  class. 

"Some  of  my  regulars,  like  Robert  here,  have 
been  coming  for  years.  We  really  care  for  and  support 
each  otheh  We'd  bend  over  backwards  for  one  another, 
if  we  could,"  she  laughs. 

"Twinges  in  the  Hinges"  is  just  one  of  many 
health  and,  fitness  programs  the  YMCA  provides 
for  the  community. 

It  also  offers  parent-child  programs  that  strengthen 


But  are  we  talking  about 
the  same  YMCA,  the  gathering 
point  for  happy  campers  and 
many  a  tireless  basketballer, 
we  hear  you  ask? 
None  other. 

However,  what's  not  widely 
known    is   that   the   YMCA 
has  for  many  years  embraced 
all    comers    regardless    of 
age,  sex  (almost  half  its  mem- 
bers are  female),  religion  or 
ethnic  origin. 
"Aren't  we  all  one  family?"  asks   Dave  Cason, 
Torrance's  director.  "You  bet.  The  way  we  see  it, 
we're  the  Family  Y,  and  we've  a  couple  of  hundred 
million  or  so  people  to  reach  out  and  care  for." 

It's  this  concept  of  community  that  prompted 
Toyota  to  help  fund  the  construction  of  the  teaching 
pool  back  in  1985.  And  to  continue  our  support  of 
the  exciting  new  projects  underway  this  year. 
But  why  the  Y? 

Because  we  know  of  no  other  147-year-old  that's 
so  healthy  and  flexible. 

TOYOTA 

INVESTING  IN  THE  INDIVIDUAL 
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OPEN  IN  CASE  YOU  WANT         „gc«-^ 
QUALITY  CARE  AND  COST  CONTROL 
FROM  ONE  OF  AMERICA'S  LARGEST 
HEALTH  CARE  NETWORKS. 


The  Travelers'  commitment  to 
quality  products  and  cost  control 
starts  with  33,000  employees  dedi- 
cated to  customer  satisfaction. 

Of  these,  10,000  work  exclusively  in  our 
Managed  Care  and  Employee  Benefits 
Operation. 

That's  the  real  Travelers  difference. 

But  the  numbers  get  even  more  impressive. 

100,000  carefully  selected  and  credentialed 

physicians  and  other  health  professionals  and 

1,000  hospitals  in  130  major  metropolitan  areas. 

$1.4  billion  in  new  business  in  1991  —  testi- 
mony to  a  company  whose  health  care  network 
delivers  appropriate  care  more  efficiently  through 
local  medical  management.  A  company  that  cus- 
tomizes programs  because  it  understands  that 
not  all  businesses  are  the  same.  A  company 
:  committed  to  avoiding  illness  —  and  expense  — 
through  wellness  and  counseling  programs. 

Two  more  numbers  to  be  remembered.  The    . 
Travelers  is  backed  by  over  $50  billion  in  assets 
and  by  a  128  year  tradition  of  service. 

This  is  Managed  Care  The  Travelers  Way. 

Thelraveler^ 

You're  better  off  under  the  Umbrella! 


.JM 


Hie  Travelers  Insurance  t'ompany 
and  its  Affiliates,  Hartford,  CT  06183. 


ED  TED  BY  HDWAKD  BANKS 


Whether  male  or 
female,  workers 
are  rewarded  for 
their  education, 
skills  and  ambi- 
tion. The  gender 
gap  will  close  as 
women  continue 
to  rise  in  corpo- 
rations and 
professions. 


Moving  up  the  ladder 

The  latest  employment  figures  were  re- 
leased in  early  September  and  did  not  make 
pleasant  reading  for  President  Bush  and  his 
advisers.  Nonfarm  employment  fell  by  83,000 
jobs  from  July  to  August.  The  unemployment 
rate  (currently  7.6%)  could  start  rising  again 
later  this  fall. 

Naturally  such  statistics  will,  inevitably,  lead 
to  more  talk  from  Democrats  and  the  labor 
unions  that  foreign  competition  is  costing 
America  jobs — especially  "good"  jobs,  by 
which  commentators  usually  mean  high-pay- 
ing, unionized  jobs  in  manufacturing. 

Are  we  turning  into  a  nation  of  poorly  paid 
hamburger  slingers?  Hardly.  Dissecting  Census 
Bureau  data  covering  the  real  (i.e.,  inflation- 
adjusted)  income  for  individuals  shows  one 
thing  clearly:  The  U.S.  has  been  steadily  creat- 
ing more,  not  fewer,  higher-paying  jobs. 

The  data  run  in  detail  from  1967  through 
1990,  a  period  long  enough  to  avoid  distortions 
caused  by  cycles  in  the  economy.  Recent  pre- 
liminary data  indicate  the  trend  was  not  broken 
in  1991  by  the  present  recession.  The  num- 
bers show  that  nearly  7.5%  of  all  males  with 
income  received  between  $50,000  and 
$75,000  a  year  in  1990;  the  percentage  is  up 
from  4.2%  in  1967.  Those  with  incomes  of 
over  $75,000  now  total  4%,  up  from  1 .9%.  (Re- 
member: All  figures  are  adjusted  for  inflation.) 

The  bad  news  is  at  the  low  end  of  the  pay 
scale.  Males  receiving  $10,000  to  $14,000  a 
year  have  increased  to  nearly  13%  of  the  total, 
up  from  11.3%  in  1967. 

What  about  women."  Albeit  from  a  smaller 
base,  the  ranks  of  well-off  women  are  growing 
faster  than  their  male  (Counterparts.  Women 
receiving  over  $75,000  a  year  now  make  up 
0.6%  of  women  with  income,  up  from  0.2%  in 


1981.  Those  receiving  $50,000  to  $75,000 
have  more  than  tripled,  to  1 .7%  since  1981 . 
And  those  receiving  $25,000  to  $50,000  are  up 
to  no  less  than  14.3%  from  4.5%  in  1967. 

What  the  figures  don't  show  are  the  shift:s 
among  industries,  jobs  and  the  individuals  who 
are  moving  up.  The  swing  has  been  away  from 
many  jobs  that  used  to  pay  well  for  what 
amounted  to  muscle  power  and  toward  jobs 
that  require  education  and  skills.  Increasingly, 
the  middle -class  steel-  and  auto  workers  are 
being  replaced  by  people  in  service  sector  jobs, 
in  entertainment,  the  medical  or  software  in- 
dustries and  the  like.  Strong  back  but  no  educa- 
tion? Your  prospects  are  limited. 

So  far,  college  graduates  have  been  able  to 
command  increasing  real  rewards.  There  are, 
however,  signs  in  the  latest  Census  Bureau 
data  that  these  increasing  returns  on  human 
capital  may  be  decelerating  (see  chart).  This 
would  not  be  surprising,  according  to  Marvin 
Kosters,  Director  of  Economic  Policy  Studies 
of  the  American  Enterprise  Institute,  since  even- 
tually such  shifts  will  self- correct.  For  exam- 
ple, the  growth  in  employers'  interest  in  such 
things  as  apprenticeship  schemes  suggests 
bosses  are  finding  people  trained  at  least  pardy 
on  the  job  often  make  better  (and  lower-cost) 
workers  than  young  people  who  have  spent 
most  of  their  time  in  lecture  halls. 

But  this  does  not  alter  the  basic  fact  that 
underlying  the  periodic  employment  statistics 
are  long-running,  ftindamental  and  quite 
healthy  shifts  in  the  nature  of  the  U.S.  economy. 
Some  politicians  and  their  economists  will 
continue  to  spout  gloom  about  jobs  and  pay. 
But  the  majority  of  American  workers  will 
continue  to  benefit  as  the  economy  rewards 
higher  skills  and  higher  productivity.  ^M 


Returns  on  human  capital 
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The  Forbes  Index  (1967=100) 

240 

Current  223. 4t 

230  Previous  222.9 

Percent  change         0.2% 
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The  recovery,  if  that's  what  we  have  now,  continues  on  a 
very  feeble  path.  July's  0.2%  gain  in  the  Forbes  Index  is  the 
weakest  showing  in  five  months,  though  the  index  has 
been  trending  upward  since  last  December.  Real  (infla- 
tion-adjusted) personal  income  is  only  0.2%  higher  than  it 
was  a  year  ago — and  below  its  level  two  years  ago.  The 
Commerce  Department's  index  of  leading  indicators, 
which  attempts  to  gauge  the  extent  of  economic  activity 
six  to  nine  months  hence,  is  up  only  1.8%  fi-om  January. 
Manufacturers'  View  orders  slipped  3%  in  July. 
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Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1 991 ' 

Ward's  Automotive 

1.0% 

Index  of  leading  indicators  July  vs  June 

Dept  of  Commerce 

0.1% 

-$70bii  ■; 

0.0%    1 

Trade  balance  12  months  ended  June1992 
All-commodity  producer  price  index  July  vs  June' 

Dept  of  (Commerce 
Dept  of  Labor 

GDP  2nd  quarter  vs  1st — annualized  growth 
M2  (3-month  change) — annualized  growth' 

Dept  of  Commerce 

1.4%    1 

Federal  Reserve 

-1.1%    1 

'  U.S.-based  manufacturers,  excludes  imports,  as  of  8/31/92.  ^  Wholesale  goods.  ^  Includes  Ml             » 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds.                       f 

Index  components 


Services     •    Total  index 


Inventories      •    New  orders 


Tfie  Forbes  Index  Is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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145 


135 


125 


270 


210 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


150 


Manufacturers'  new  orders  and  inventories 

($billK)flS),  seasonally  adjusted  (Dept  of  Commerce) 


111  \      125  2920  ^^^ 

109  J  J     100  BB^  M  i  2850     ^^^^^  I 


Industrial  production  index  (1987=1001 

seasonally  adjusted  (Federal  Reserve) 


550 


475 


400 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 

160 


■=      155 


Personal  income  iSbiiiions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Oept  of  Commerce) 


325 


740 


New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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145 


Retail  sales  (Ibiiiions). 

seasonally  adjusted  (Dept  of  Commerce) 
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Consumer  installment  credit  i$billions)  total, 
seasonally  adjusted  (Federal  Resene) 
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If  the  answer  to  any 
of  these  questions  Is 
'no',  perhaps  you 
should  consider  an 
investment  man- 
agement team  that 
would  allow  you  to 
answer  all  of  these 
questions  yes'  -  Trust 
Company  of  the 
West  and  the  other 
members  of  the 
TCW  Group.  TCW 


Have  a  20  year  cumulative  record  with 
the  same  equity  account  that  has  sig- 
nificantly outperformed  the  S  &  P  500? 


Offer  5  different  equity  alternatives? 


Offer  7  different  fixed  income  alterna- 
tives, including  one  whose  performance 

would  rank  in  the  top  3%  of  the 
Russell  Universe  of  U.S.  fixed  income 

accounts  for  the  past  8  years 
and  in  the  top  1%  for  5  of  those  years? 


Offer  expertise  in  30  separate 
investment  areas? 


Have  an  investment  record  that 

has  enabled  it  to  grow  assets 

under  management  from  $8  million  to 

$30  billion  in  the  last  20  years? 


management 
company  in  the 
industry.  TCW  has 
the  expertise  to  allo- 
cate assets  among  a 
variety  of  investment 
disciplines.  For  in- 
formation on  Private 
Client  Services 
for  individuals, 
family  trusts,  foun- 
dations and  other 
eleemosynary 


enjphasizes  risk  consciousness,  value  and 
quality.  It  is  considered  by  many  professionals 
to  be  the  most  diversified  investment 


institutions  with  assets  of  $5  million  or 
more,  please  contact  Richard  E.  Waldron, 
Managing  Director,  at  (213)  244-0500. 


Trust  Company  Of  The  West 

a    member  of  the   TCW   Group  of  Companies 

865  S.  Figueroa  St..  Los  Angeles,  CA  90017  •  (213)  244-0000 
200  Park  Ave.,  New  York,  NY  10166  •  (212)  297-4000 


While  Russia  stumbles  and  blunders,  China  has  moved 
quietly  and  in  nonideological  fashion  to  create 
an  economic  miracle. 

The  Chinese  way 


By  Andrew  Tanzer 

After  communism,  what?  Russia 
hasn't  yet  found  the  answer.  Its  econ- 
omy is  in  chaos,  its  government 
scarcely  governing.  In  its  pragmatic 
way,  China  seems  to  be  moving  to- 
ward building  a  new  societ}'— and  to 
hell  with  ideologN'.  In  the  first  half  of 
this  year  China's  gross  national  prod- 
uct expanded  by  12%  in  real  terms, 
industrial  production  by  18%  and  re- 
tail sales  by  14%.  Since  economic  re- 
form began  in  1979,  China's  annual 
GNP  growth  has  averaged  9%  to  10%, 
one  of  the  highest  rates  in  the  world. 

The  coundy's  trade 
volume  has  exploded 
from  S29  billion  in 
1979  to  over  S135  bil- 
lion this  year.  China's 
trade  surplus  with  the 
U.S.  will  approach  S15 
billion  this  year,  and 
foreign  reser\'es  should 
top  S50  billion  bv  the 
end  of  1992.  Net  for- 
eign debt  is  minuscule, 
and  foreign  investment 
pours  in:  SI 5  billion 
approved  in  the  first 
half  of  1992,  tiiree 
times  as  much  as  in  the 
corresponding  period 
last  year.  Many  econo- 
mists believe  that 
China's  currency,  the 
renminbi,  will  be  made 
convertible  within  a 
few  years. 

Why  is  China  adapt- 
ing to  change  so  much 
more  sidllfiilly  than 
Russia?  In  good  part 
because  of  the  practi- 
cality of  the  Chinese. 
Russia  went  for  shock 
therapy,  the  big  bang, 
sudden  price  decontrol 
and  almost  overnight 
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privatization  of  state-run  enterprises. 
China,  by  contrast,  did  not  step  bold- 
ly into  capitalism.  It  kind  of  sneaked 
in.  Under  its  wily,  untitied  leader,  88- 
year-old  Deng  Xiaoping,  China's  re- 
form since  1979  has  been  of  the  grad- 
ual, trial  and  error,  two-steps-for- 
ward-and -one -backward  kind.  There 
was  no  announcement:  We  are  aban- 
doning socialism.  But  abandon  it  the 
Chinese  have. 

Deng  has  quietiy  encouraged  the 
nonstate,  market-oriented  sector  to 
flourish.     Most    of    the    industrial 


Mikhail  Gorbachev  and  Deng  Xiaoping 
The  halfhearted  and  the  true  reformer. 


growth  in  China's  economy  derives 
from  the  nonstate  sector,  which  in- 
cludes private  enterprises,  foreign- 
invested  and  joint  venture  firms,  and 
entrepreneurial  village  and  township 
companies.  The  government  did  not 
dump  state-owned  enterprises;  it  sim- 
ply left  them  to  fester  in  their  own 
inefficiency.  Since  1979  the  heavily 
subsidized  state-run  enterprises' 
share  of  manufacturing  output  has 
dropped  from  80%  to  50%.  Beijing 
recentiy  estimated  the  share  would 
fall  to  25%  by  die  year  2000. 

Whereas  in  Russia 
economic  reform  has 
created  a  terrible  prob- 
lem of  joblessness,  in 
China  the  market-ori- 
ented sector  is  creating 
sufficient  jobs  to  ab- 
sorb those  leaving  so- 
cialist enterprises.  The 
reassurance  provided 
by  these  new,  nonstate 
jobs  and  the  growing 
economy  keep  the 
populace  happy  and 
willing  to  go  along 
with  change.  Adding 
to  the  popular  content, 
the  government  is  de- 
veloping a  national 
pension  system  that 
will  support  retired- 
state  workers. 

Instead  of  freeing 
prices  overnight,  Chi- 
na has  gradually,  but 
steadily,  freed  prices.  If 
private  companies  can 
sell  more  cheaply  than 
state  firms,  tough  luck 
for  the  state  firms.  But 
the  process  is  gradual 
and  natural,  not  im- 
posed from  above. 
Nicholas  Lardy,  a  Chi- 
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na  economy  specialist  at  the  Universi- 
ty of  Washington,  estimates  that  80% 
of  consumer  goods  in  China  and  50% 
of  capital  goods  are  now  market-de- 
termined goods. 

Deng's  reform  program  may  lack  a 
grand  sweep,  but  it  is  clever  politics. 
"The  job  of  a  reformer  is  to  build  a 
broad  coalition  of  interest  groups  that 
see  further  reform  as  in  their  inter- 
ests," says  William  Overholt,  Hong 
Kong- based  executive  director  of 
Bankers  Trust  Co.  "Deng  under- 
stood that  magnificendy." 

In  Russia,  by  contrast,  the  sudden 
and  dramatic  collapse  of  socialism  has  | 
so  far  hurt  rather  than  helped  a  large  | 
part  of  the  population.  "The  only 
groups  who  see  major  benefits  from 
Russia's  reforms  are  intellectuals  and 
foreigners,"  Overholt  opines. 

Calculating  that  the  way  to  his 
countrymen's  hearts  was  through 
their  stomachs,  Deng's  first  reforms 
were  targeted  at  agriculture.  Up  went 
food  production,  up  went  food  sup- 
ply. China's  peasants,  who  numbered 
80%  of  the  work  force,  responded 
instantiy  to  the  incentive-based  sys- 
tem launched  in  1979:  Real  farm 
incomes  quadrupled  in  eight  years. 
"Eight  hundred  million  [farmers] 
isn't  a  bad  start  for  a  coalition,"  jokes 
Overholt. 

Deng  next  moved  on  to  light  and 
medium  industries — apparel,  toys, 
footwear  and  the  like — businesses 
that  don't  require  a  great  deal  of 
capital  but  do  provide  lots  of  gainfiil 
employment.  His  government  at- 
tracted foreign  investors  with  capital 
and  technology  to  special  economic 
zones  where  they  could  utilize  cheap 
Chinese  labor  to  produce  for  world 
markets.  These  zones  are  similar  in 
some  ways  to  the  enterprise  zones 
Jack  Kemp  has  suggested  to  help  de- 
velop America's  inner  cities. 

Deng  eveti  sweetened  the  taste  of 
capitalism  fgr  the  powerful  Chinese 
military.  He  persuaded  them  that 
only  through  foreign  trade  could  the 
military  get  the  money  it  needed  to 
buy  advanced  equipment  and  tech- 
nology to  modernize. 

The  People's  Liberation  Army  is 
permitted  to  l^eep  100%  of  its  foreign 
exchange  earnings.  Since  the  early 
1980s  China's  military-industrial 
complex,  controlled  by  the  army,  has 
become  a  big  exporter  of  everything 


from  electric  fans  to  refrigerators  to 
motorcycles — in  addition,  of  course, 
to  arms. 

Deng  and  the  Chinese  communists 
have  some  historical  advantages  over 
their  Soviet  counterparts.  Whereas 
the  vestiges  of  capitalism  were  eradi- 
cated in  Russia  more  than  seven  de- 
cades ago,  they  persisted  much  longer 
in  China.  In  the  1930s  and  even 
before,  Shanghai  was  the  greatest  in- 
dustrial and  commercial  capital  of  the 
Orient.  Small-scale  family-based  busi- 
nesses flourished  in  other  coastal  cit- 


counted  for  an  estimated  70%  to  80% 
of  all  the  foreign  investment  in  China 
since  1979. 

Russia  has  no  equivalent  overseas 
pool  of  funds,  entrepreneurship  and 
marketing  knowhow. 

What  lessons  are  there  in  the  con- 
trasting experience  of  these  two  great 
nations  for  other  developing  coun- 
tries throwing  off  the  shackles  of  so- 
cialism .>  The  biggest  lesson:  Put  eco- 
nomic reform  ahead  of  political  re- 
form. This  was  the  case  in  Taiwan, 
South  Korea  and  Singapore.  Let  peo- 


Since  1979  economic  growth  has  averaged  more  than  9% 
and  the  trade  volume  has  nearly  quintupled. 


ies  such  as  Tianjin  and  Guangzhou. 
Family- based,  market-oriented  farms 
flourished  in  China  until  the  com- 
munes were  formed  in  the  1950s. 

Once  reforms  began  in  China  in 
1979,  entrepreneurs  began  to  resur- 
face, in  some  cases  the  same  business- 
men who  operated  before  Mao's  rev- 
olution. "Chinese  vitality  draws  upon 
an  indigenous  entrepreneurial  tradi- 
tion, which  lay  dormant  during  Mao's 
revolution,"  says  Michael  Oksen- 
berg,  president  of  Hawaii's  East-West 
Center.  "We  had  no  idea  that  under- 
neath all  the  oppression  of  the  Maoist 
era  these  roots  could  still  exist." 

Helping  nourish  those  roots  were 
the  tens  of  millions  of  overseas  Chi- 
nese, including  Taiwanese  and  Hong 
Kong  residents.  Many  of  them  retain  a 
strong  affinity  for  their  ancestral 
home.   Overseas   Chinese   have   ac- 


ple  taste  and  smell  the  advantages  of 
personal  freedom  before  you  immerse 
them  in  it.  As  Bankers  Trust's  Over- 
holt puts  it:  "When  you  give  people 
freedom  and  destroy  the  economy, 
you  don't  have  a  viable  coalition. 
There's  a  wave  of  disillusionment  set- 
ting in  in  Eastern  Europe  already." 

As  he  nears  his  tenth  decade,  Deng 
Xiaoping  can  permit  himself  a  broad 
smile  as  he  prepares  for  what  will 
probably  be  his  last  Chinese  Commu- 
nist Party  Congress  in  October.  In  the 
U.S.  he  is  vilified  for  the  Tiananmen 
Square  massacre.  History  will  certain- 
ly put  this  down  in  his  record  as  a 
terrible  blemish,  but  it  will  inevitably 
record  him  as  well,  as  one  of  the  great 
reformers  of  the  20th  century.  By 
comparison,  Mikhail  Gorbachev  was 
halfhearted,  Boris  Yeltsin  a  well-in- 
tentioned blunderer.  ^M 
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It  would  seem  an  obvious  lesson,  but  Oryx  Energy 
had  to  learn  it  the  hard  way:  You  need  steady  cash  flow 
to  service  heavy  debt. 


Leverage 
101 

By  Howard  Rudnitsky 


One  clear  lesson  has  already 
emerged  from  the  debt  binge  of  the 
1980s.  It  is  that  some  businesses  are 
suitable  for  leveraging  with  debt  and 
others  aren't.  Many  branded  goods 
companies  can  carr)'  huge  debt  loads. 
Clearly  airlines  can't,  as  the  bankrupt- 
cies of  Continental  and  twa  prove. 
Clearly  department  stores  can't — 
Macy's  and  Federated  show  that. 

Not  so  long  ago  it  seemed  compa- 
nies that  owned  lots  of  oil  and  natural 
gas  could  earn'  hea\y  debt  loads;  they 
owned  valuable  assets  that  would  se- 
cure the  loans.  But  there's  a  hitch:  It's 
tough  to  service  debt,  develop  re- 
serves and  pay  dividends  all  at  once; 
you  need  lots  of  cash  flow.  And,  when 
prices  fluctuate,  so  does  cash  flow. 

Ask  Robert  Hauptfuhrer,  chief  ex- 
ecutive of  Oryx  Energy  Co.  Oryx, 
headquartered  in  Dallas,  came  into 
existence  in  1988  when  Sun  Co.,  Inc. 
spun  off  its  producing  properties, 
which  were  chiefly  in  the  U.S. 

Therefore,  in  early  1990  Haupt- 
fuhrer decided  it  would  be  a  good 
idea  to  spread  out  geographically.  He 
spent  $1.1  billion  to  acquire  5  pro- 
ducing properties  and  39  nonproduc- 
ing  blocks  of  oil  and  gas  owned  by 
British  Petroleum,  situated  mostly  in 
the  North  Sea  and  Indonesia.  Oryx 
had  some  cash  but  had  to  borrow 
about  $700  million  for  the  balance. 

Then  another  opportunity  loomed. 
Glenmede  Trust  Co.,  the  family  trusts 
of  the  Philadelphia  Pews,  wanted  to 
sell  its  Oryx  holdings.  These  repre- 
sented 24%  of  Oryx's  104  million 
shares.  If  he  could  buy  those  shares, 
Hauptfuhrer  would  remove  the  dan- 
ger of  their  falling  into  predatory 
hands.  So  he  struck  a  deal.  He  issued 


7.3  million  convertible  preferred 
shares  and  borrowed  $968  million  to 
buy  back  Glenmede 's  25  million 
common  shares. 

Nice,  but  Oryx  staggered  under  a 
debt  load  of  $2.4  billion — a  peak  of 
83%  of  capitalization  early  this  year. 
Hauptfuhrer  tried  to  sell  equit}'  early 
in  1991  but  pulled  the  offering  after 
Oryx  shares  had  fallen  to  the  mid- 30s; 
by  then,  highly  leveraged  companies 
were  poison  on  Wall  Street.  Then 
energ\'  prices  slumped  and  Or>Tc, 
which  had  earnings  before  taxes  of 
$327  million  in  1990,  showed  a  defi- 
cit of  $52  million  in  1991. 

Disaster  loomed.  Hauptfiihrer  was 
forced  to  sell  $500  million  of  assets 
and  slash  costs.  In  June  1992  he  cut 


the  quarterly  common  dividend  from 
30  cents  a  share  to  10  cents  after  Oryx 
fell  short  of  the  asset  coverage  re- 
quired under  debt  covenants.  To  re- 
duce debt  and  meet  the  asset  cover- 
age, two  months  later  the  company 
sold  to  the  public  1 5  million  common 
shares  at  $20.75  a  share.  Too  late  to 
benefit  Orvoc  shareholders,  who  had  a 
paper  loss  of  about  $2  billion  from 
what  Oryx  had  paid  Glenmede.  Oryx 
stock  recentiy  was  quoted  at  24% — a 
55%  decline  in  two  years. 

Finally,  things  are  looking  up.  Oil 
and  particularly  natural  gas  prices 
have  strengthened.  To  lock  in  the 
gain,  Hauptfuhrer  in  July  paid  an 
average  $1 .  19  a  barrel  for  a  six-month 
option  to  hedge  10.2  million  bar- 
rels— half  its  crude  production — at  an 
average  stiike  price  of  $22.50. 

Now,  even  if  prices  fall.  Oryx  will  be 
assured  of  a  better  average  price  than 
it  realized  last  year.  Cash  flow  this  year 
could  be  about  $7  a  share,  say  oil 
analysts  at  Salomon  Brothers  and 
Dean  Witter.  They  consider  Oryx  a 
buy  at  these  prices,  because  its  price- 
to-cash-flow  is  just  3.5  times,  versus 
5.5  times  for  the  typical  energy  firm. 

But  there's  still  considerable  risk. 
Standard  &  Poor's  still  rates  Oryx 
senior  debt  at  a  BBB-  level,  saying, 
"longer-term  financial  performance 
remains  susceptible  to  the  vagaries  of 
the  natural  gas  and  oil  markets."   ^ 
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Apache  Corp.,  too,  borrowed  heavily  to  buy  additional 
reserves,  but  unlike  Oryx,  it  wasn't  squeezed  when 
prices  went  the  wrong  way.  Here's  why. 


Hedging 


By  Howard  Rudnitsky 

Late  in  1989  Raymond  Plank,  chief 
executive  of  Houston-based  Apache 
Corp.,  made  a  prediction  tiiat  seemed 
to  have  turned  out  badly.  Natural  gas, 
he  said,  was  the  fuel  for  the  1990s; 
making  money  there  would  be  like 
shooting  fish  in  a  barrel. 

Oops!  Less  than  two  years  later  it 
was  gas  producers  like  Apache  that 
were  being  shot.  Natural  gas  prices 
plunged  toward  their  lowest  prices  in 
over  a  decade,  with  spot  prices  falling 
from  around  $1.85  per  mcf  late  last 
year  to  around  $1  in  early  1992. 
These  prices  threatened  disaster,  since 
the  average  cost  of  producing  the  stuff 
is  about  $1 .50  per  mcf 

That  wasn't  the  whole  of  it.  In 
1991,  using  borrowed  money  and 
some  Apache  stock.  Plank  had  paid 
$545  million  to  acquire  from  Amoco 
63  million  barrels  of  oil  and  288  bcf  of 
proven  gas  reserves.  He  did  so  in  part 
because  he  felt  the  price  was  right,  but 
mostiy  because  he  wanted  to  make  the 
company  less  dependent  on  natural 
gas,  which  then  provided  80%  of  pro- 
duction and  reserves.  The  acquisition 
was  a  neat  fit:  Over  half  of  the  ac- 
quired reserves  were  in  existing 
Apache-producing  areas,  the  remain- 
der in  the  oil-rich  West  Texas  Permian 
Basin.  The  deal  also  included  22  mil- 
lion barrels  of  probable  reserves  and 
730,000  net  undeveloped  acres. 

Then  prices  fell.  Here's  where 
Plank,  70,  ma^e  a  smart  move:  To  get 
the  banks  to  finance  the  deal.  Plank 
locked  in  the  then  going  price  of  oil. 
He  did  so  by  coupling  the  purchase 
with  a  price  support  and  sharing  ar- 
rangement from  Amoco.  If  oil 
dropped  below  $21.50  in  fiscal  1992 
and  $22.50  in.  fiscal  1993,  Amoco 
would  make  up  50%  of  the  difference. 
However,  should  prices  climb  above 
$23.50  in  1993 — and  above  stepped- 
up  prices  in  each  of  the   next  six 
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4.8  times  1992  cash  flow,  he  likes  the 
stock.  The  cash  buildup  plus  property 
sales  are  helping  it  pay  off  debt,  with 
repayments  on  bank  debt  a  year  ahead 
of  schedule  and  with  debt  down  to 
50%  of  capitalization  from  61%. 

"The  debt's  no  longer  a  concern," 
says  Plank.  "Interest  costs  are  now 
being  covered  by  six  times." 

It  won't  be  long  before  Plank  has 
Apache  in  the  market  for  another 
acquisition.  Plank  agrees,  saying,  "It 


Apache  Corp. 
Central  Texas 
oil  well 

Helping  Chief 
Executive 
Raymond  Planl( 
rapidly  pay  down 
debt. 


years — ^Apache  would  pay  Amoco  half 
the  difference  on  declining  volumes. 

Secure  in  these  price  guarantees, 
Apache  trebled  its  oil  production  to 
33,000  barrels  a  day,  with  Amoco 
providing  a  modest  subsidy.  Thus, 
despite  the  disastrously  low  gas  prices, 
it  didn't  lack  for  cash.  Apache's  cash 
from  operations  jumped  23%  in  the 
firsthalfof  1992,  to  $93  million— and 
now  is  running  at  a  $200-million-a- 
year  rate.  Carrying  the  debt  from  the 
Amoco  purchase  is  thus  proving  no 
real  burden. 

Oppenheimer  &  Co.  energy  ana- 
lyst William  Hyler  says  Apache's  cash 
flow  will  grow  nicely  in  1993  and 
1994.  Since  its  shares  sell  at  a  modest 


wouldn't  be  too  difficult  to  double 
our  reserves  again  with  an  acquisition. 
We've  proven  we  can  do  it." 

Where .>  Many  big  U.S.  oil  firms 
have  chosen  to  abandon  mature  on- 
shore domestic  oil  prodrction  with  its 
high  costs  and  narrow  margins  for 
more  attractive  foreign  and  offshore 
oilfields.  There  may  be  $20  billion  of 
such  properties  available,  says  Plank, 
his  eyes  lighting  with  anticipation. 

What  about  that  failed  natural  gas 
prediction.^  Maybe  it  was  premature. 
Hurricane  Andrew  helped  boost  gas 
prices  to  over  $2.  Longer  range,  its 
clean-burning  attributes  make  natural 
gas  a  natural  for  growth  in  an  environ- 
mentally aroused  age.  ^M 
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The  NASD  is  mad  as  hell  at  Harvey  Houtkin,  but  in  a 
sense  he's  just  a  by-product  of  the  organization's  efforts 
to  maintain  a  trading  monopoly  for  its  members. 


Bandits! 


By  Richard  L.  Stem 

Joseph  Conti,  a  former  restaurant 
manager,  sits  elbow  to  elbow  in  a  tiny 
basement  on  Lafayette  Street  in  Suf- 
fern,  N.Y.  with  40  or  so  equally  casu- 
ally dressed  men  and  a  few  women. 
They  stare  at  computer  screens.  Every 
so  often  Conti  or  one  of  the  others 
sees  an  opening  and  makes  a  trade. 

What  they  are  looking  at  is  the 
National  Association  of  Securities 
Dealers'  computer  screens,  displaying 
marketmaker  prices  in  over-the- 
counter  stocks.  And  what  they  are 
doing  makes  the  NASD  mad  as  hell. 

Broker  Harvey  Houtkin  of  All- 
Tech  Investment  Group,  Inc.  has 
found  a  loophole  in  the  NASD's  Small 
Order  Execution  System,  or  SOES, 
which  allows  automated  execution  of 
orders  up  to  1 ,000  shares.  And  he  has 
organized  a  motley  group  of  trader- 
chents  to  drive  through  it. 

Houtkin  and  his  clients  follow  the 
price  movement  of  volatile  stocks, 
looking  for  a  marketmaker  that  hasn't 
adjusted  its  price  up  or  down  as  quick- 
ly as  the  rest.  Then  they  trade,  taking 
advantage  of  the  laggard  and  selling 
or  covering  their  shorts  as  quickly  as 
they  made  the  trades. 

While  we  watch  one  hot  summer 
morning,  Conti  buys  1 ,000  shares  of 
Parametric  Technology  Corp.  at  41 
from  Salomon  Brothers  after  most 
other  marketmakers  have  marked 
their  prices  higher.  A  Htde  while  later, 
as  its  price  continues  to  move  up,  he 
sells  at  41%,  realizing  a  $255  profit 
after  commissions.  But  an  hour  later 
he  loses  $370.  Guessing  that  the  price 
of  Pyxis  Corp.  is  headed  up,  he  buys 
1,000  shares  at  2178,  but  Pyxis  heads 
south.  Conti  has  learned  to  cut  his 
losses,  so  he  sells  at  21%  for  a  $370 
loss  with  commissions.  However,  be- 
fore noon,  after  buying  in  and  out  of 
four  stocks,  Conti  goes  home  with  a 
net  profit  of  $520.  Beats  managing  a 


restaurant. 

If  you  rely  on  margin  loans,  it  takes 
littie  capital  to  do  this  kind  of  trading, 
maybe  $20,000  to  $25,000.  Nor  do 
you  have  to  be  a  computer  genius  or 
mathematician  to  get  a  quick  feel  for 
this  hole  in  the  market.  There's  a  high 
school  teacher  on  summer  vacation,  a 
plumber,  a  former  bar  owner  and  a 
smattering  of  laid-off  executives.  And 
while  they  sometimes  lose  money, 
these  traders  dressed  in  shorts,  jeans 
and  T  shirts  can  also  make  $500  or 
$1,000  a  day,  and  more.  Houtkin 
does  well  out  of  it  too,  since  he  col- 
lects a  commission  of  $60  a  trade. 

Houtkin's  operation  and  others 
like  it  across  the  country  have  been 
dubbed  "SOES  bandits."  The  main- 
stream dealers  claim  that  the  bandits 
are  destroying  soES,  which  was  in- 
tended to  help  small  investors  by 
guaranteeing  that  small  orders  up  to 
1 ,000  shares  would  trade  at  the  mar- 
ketmakers' posted  prices  via  comput- 
er executions. 

To  block  Houtkin  and  his  kind, 


NASD  rules  approved  by  the  Securities 
&  Exchange  Commission  four  years 
ago  prohibited  professional  traders 
from  picking  off  marketmakers.  So 
broker  Houtkin  switched  to  using 
people  like  Conti  to  sit  in  front  of  the 
screens  as  customers  and  play  the 
market  for  themselves.  Now,  with  SEC 
approval,  the  nasd  has  extended  the 
rules  to  say  anyone  using  soES  more 
than  four  times  a  day  is  a  professional 
trader,  and  therefore  banned  from 
this  kind  of  trading.  The  rules  are  so 
loosely  drawn  that  the  NASD  appears 
to  have  the  right  to  deem  Houtkin's 
customers  professional  traders  even 
with  fewer  than  four  such  trades. 

Houtkin,  who  moved  to  New  York 
from  New  Jersey  several  years  back 
after  an  investigation  by  state  authori- 
ties, has  responded  by  petitioning  to 
overturn  the  SEC's  approval  of  the  new 
rules  in  the  United  States  Court  of 
Appeals  for  the  District  of  Columbia. 
He  contends  that  pricing  on  sOES  has 
not  been  damaged  by  his  operation. 
Moreover,  he  says,  though  market- 
makers  have  threatened  to  abandon 
their  roles,  there  are  more  market- 
makers  than  ever  and  profitability  re- 
mains good.  Indeed,  Houtkin  main- 
tains the  SOES  bandits  add  liquidity. 

At  any  rate,  the  NASD  could  end  the 
practice  any  time  it  liked  simply  by 
adopting  a  true  electronic  market  that 
would  allow  all  players — market- 
makers  and  customers — to  compete 
on  an  equal  footing.  But  that  would 
spell  competition,  something  o-t-c 
marketmakers  have  long  resisted.  Hi 


Harvey  Houtkin  and  his  trader-clients 
Beating  the  system. 
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Rupert  Murdoch  is  feeling  good.  His  debt  maturity 
problems  are  almost  behind  him  and  his  London  "Sun" 
made  a  terrific  comeback  on  the  Fergie  romp. 

Rapping 
with  Rupeirt 


By  James  W.  Michaels 

You  CAN'T  spend  a  couple  of  hours 
with  Rupert  Murdoch  without  being 
bowled  over  by  this  61 -year- old 
man's  prodigious  energy,  his  mastery 
of  the  details  of  $7  billion  worth  of 
assorted  businesses.  His  News  Corp. 
Ltd.  is  half  owner  of  Sky  Television 
satellite  broadcasting  system,  the  hot- 
test thing  in  European  TV.  In  the  U.S. 
it  owns,  among  other  things,  seven  TV 
stations,  the  Fox  TV  network.  Fox  film 
studio  and  TV  Guide.  It  dominates 
the  media  in  Australia,  is  the  single 
biggest  newspaper  publisher  in  the 
U.K.,  and  publishes  the  largest  En- 
glish-language newspaper  in  Asia. 

Just  remembering  all  the  tides 
would  be  beyond  most  people,  but 
ask  Murdoch  a  question  about  almost 
any  of  these  enterprises  and  he  has  it  at 
the  tip  of  his  tongue. 

We  were  waiting  for  him  in  his 
Manhattan  offices  recently,  one  of  the 
four  complexes  he  keeps  throughout 
the  world,  because  News  Corp.'s 
headquarters  is  wherever  Murdoch 
happens  to  be  that  day.  We  were 
amusing  ourselves  staring  at  the  front 
page  of  his  3.6-million-circulation 
London  tabloid,  the  Sun,  dated  Aug. 
21.  Bare-breasted  and  in  fiiU  color, 
the  Duchess  of  York  was  romping 
with  her  American  boyfriend.  Mur- 
doch strode  in,  saw  what  we  were 
looking  at  and  chuckled. 

It  was  obvious  he  was  pleased  with 
his  tabloid's  handling  of  the  story  and 
with  the  hundreds  of  thousands  of 
extra  street  sales  it  generated. 

Thereby  hangs  a  story  that  tells  a  lot 
about  Murdoch's  management  style. 

The  Daily  Mirror,  bitter  rival  of 
Murdoch's  Sun,  reportedly  paid  an 
Italian  paparazzo  $100,000  for  exclu- 


Rupert's  grim  reaper  footsteps  com- 
ing toward  us,"  recalls  one  Sun  staff- 
er, of  the  panic  that  struck  him  and  his 
colleagues  when  they  first  learned 
their  rival  was  about  to  clobber  them 
on  the  picture  story  of  the  decade. 

Fear  begat  ingenuity.  Not  only  did 
the  team  at  the  Sun  recover  the  almost 
fumbled  ball.  They  now  went  for  a 
touchdown. 

For  two  years  they  had  been  sitting 
on  the  Diana  tapes — scratchy  record- 
ings of  a  conversation  alleged  to  be 
between  the  highly  popular  Princess 
of  Wales  and  an  unidentified  man  not 
her  husband.  Just  four  days  afiier  it 


Rupert  Murdoch  with  Fox  TV  performers 
This  boss  gets  involved  witli  tlie  product. 


sive  use  in  Britain  of  the  photos  of  the 
former  Sarah  Ferguson  and  John  Bry- 
an. What  a  scoop  that  was  going  to  be! 
The  night  before  publication  the  Mir- 
ror blanketed  TV  with  commercials. 
But  the  Mirror  crowed  too  soon.  In 
the  best  traditions  of  Front  Pagre  jour- 
nalism,  the  Murdoch  men  filched  the 
photos.  They  got  an  advance  copy  of 
the  Spanish  celebrity  magazine  Holal, 
which  was  about  to  publish  the  sexy 
shots  in  Spain.  Come  morning,  both 
papers  had  the  photos.  The  Sun  folks 
had  simply  reproduced  the  Hola!  il- 
lustration and  the  magazine's  logo. 
So  sue  us. 

"The  lawyers  tell  me  we're  okay,"  a 
grinning  Murdoch  assured  us.  "We 
were  reporting  it  as  news.  It's  a  new 
wrinkle  on  the  copyright  laws." 

It  was  a  good  thing  for  the  Sun 
editors  they  hadn't  let  themselves  be 
beaten  on  the  story.  "We  could  hear 


carried  the  Fergie  photos,  the  Sun 
finally  printed  the  text  of  the  occa- 
sionally amorous  but  more  frequendy 
rambling  conversation.  Why  now? 
The  official  reason  was  that  the  tapes 
had  been  leaked  to  the  National  En- 
quirer m  the  U.S. 

But  Rupert  Murdoch  admits:  "I 
guess  the  Fergie  photos  made  it  all 
right  for  us  to  publish  the  Diana 
tapes." 

Why  do  we,  a  serious  business  mag- 
azine, tell  this  story? 

Because  it  tells  quite  a  lot  about  the 
most  interesting  and  successfiil  press 
lord  of  our  times. 

That  he  keeps  an  active  and  inter- 
ested eye  on  everything  that  goes  on 
in  his  far-flung  company.  Politely,  it's 
called  management  by  exception.  But 
since  the  wrong  kind  of  exception 
gets  a  person  fired,  it  could  also  be 
called  management  by  selective  exe- 


Forbes  ■  September  28,  1992 


47 


Rupert  Murdoch 

cution.  Murdoch  keeps  his  huge  em- 
pire in  line  by  leaving  his  managers 
alone   unless   and   until   they  goof. 
Then,  retribution.  This  leaves  him 
free  to  concentrate  on  whatever 
interests  him  most.  Today  that's 
the  Fox  film  and  TV  operations. 

But    whether    films    or  TV, 
newspapers  or  magazines,  in 
an   age   when   most   media 
magnates      stay     in      their 
counting   houses    and   let 
their  newsreaders  and  edi- 
tors and  producers  do  the 
software,    Murdoch    never 
hesitates  to  take  a  hand  in  the  making 
and  shaping  of  his  products. 

Mind  you,  all  this  concern  about 
scoops  isn't  just  animal  spirits  on 
Murdoch's  part.  With  an  average  dai- 
ly circulation  of  3.6  million — about 
twice  that  of  any  U.S.  paper — the  Sun 
is  very  profitable.  In  fact,  despite  the 
serious  recession  in  Britain,  News 
Corp.'s  British  properties  showed  big 
gains  in  the  fiscal  year  that  ended  June 
30.  Late  last  month  News  Corp.  re- 
leased its  financials  for  the  fiscal  year 
ended  June  30.  They  told  a  stunning 
story  of  a  corporate  turnaround  in  a 
debt- burdened  company  that  had  run 
up  staggering  losses  last  year  and  had 
been  forced  to  sell  some  prized  assets. 
Despite  the  worldwide  media  slump, 
Murdoch's  global  conglomeration 
reported  a  65%  gain  in  aftertax  operat- 
ing income  and  a  substantially  im- 
proved balance  sheet.  News  Corp. 
ADRs,  which  had  dipped  as  low  as  5  at 
the  beginning  of  1991  on  rumors  that 
Murdoch  was  about  to  sink  under  a 
sea  of  debt,  are  up  to  36. 

Murdoch  concedes  that  his  aftertax 
operating  profits,  $407  million, 
would  have  been  smaller  had  News 
Corp.  not  profited  from  a  very  low 
overall  tax  rate — 5%.  He  expects  the 
tax  rate  to  rise  to  1 0%  or  1 5%  next  year 
and  soon  to  35%  as  tax  credits  run  out 
and  tax  laws  get  tightened. 

"Nevertheless,"  he  added,  "unless 
the  world  crumbles,  just  from  im- 
provements in  Sky  channel — which  is 
finally  showing  operating  profits — 
and  lower  interest  rates,  we'll  double 
operating  income  in  the  current  fiscal 
year  that  ends  next  June  30." 

What  about  that  $7  billion  in  debt, 
a  huge  chunk  of  which  falls  due  in 
1994.'  As  recently  as  last  year,  skeptics 
were  questioning  Murdoch's  ability 
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Market  segmentation:  Murdoch's 
mass-market  and  class-market  products 
In  the  U.S.,  monopoly  dailies  use  a  one- 
size-fits-all  approach— and  lose  market 
penetration;  Britain's  dailies  win  much 
deeper  penetration  with  unique  products 
for  different  market  segments. 


to  meet  the  maturities. 

"We're  going  to  sell  about  $1  bil- 
lion in  long-term  debt  to  pay  down 
the  banks.  We've  $2.4  billion  coming 
due  in  1994.  With  that  financing  we'll 
be  able  to  pay  the  rest  of  the  bank  debt 
just  out  of  cash  flow." 

Thus  ends  the  financial  crisis  that 
forced  Murdoch  to  unload  his  U.S. 
magazines,  sell  equity,  go  partners  in 
Sky  channel  and  spend  hundreds  of 
desperate  hours  placating  bankers. 

Gone,  of  course,  is  Murdoch's  U.S. 
magazine  empire,  and  it  no  longer 
looks  likely  that  he  will  make  a  major 
splash  in  U.S.  daily  newspapers.  He 
pulled  out  of  New  York  and  Chicago 
newspapers  aft:er  heavy  losses  and  to- 
day operates  just  two  dailies  here,  the 


San  Antonio  Express-News  and  the 

Boston  Herald. 

His  experience  taught  him  that 
the  newspaper  market  was  much  dif- 
ferent in  the  U.S.  than  in  Australia 
and  Britain. 

Murdoch  explains  that  in  Britain 
powerfijl  middlemen  control  distri- 
bution and  are  not  tied  to  any  one 
paper.  They'll  carry  anything  that 
sells.  In  most  of  the  U.S.,  by  contrast, 
each  paper  must  do  its  own  distribu- 
tion, at  tremendous  cost.  There  just 
aren't  any  pipelines  for  carrying  new 
product  to  the  market.  A  publisher 
must  create  his  own.  Magazines,  by 
contrast,  have  a  ready-made  pipeline, 
the  U.S.  Post  Office.  That's  why  the 
magazine  business  is  easy  to  enter  in 
the  U.S.  and  the  newspaper  market 
isn't.  "The  determining  factor  in 
newspaper  competition  in  the  U.S.  is 
distribution,  which  is  a  formidable 
barrier  to  entry  by  new  papers.  That's 
why  you  have  mostiy  monopoly 
newspapers." 

That  said,  Murdoch  remains,  as  he 
has  always  been,  contemptuous  of 
most  U.S.  newspapers. 

We  had  to  agree  that  the  Brit  tab- 
loids are  more  fiin  to  read  than  the 
American  ones.  And  that  Murdoch 
can  and  does  run  splendid  upmarket 
newspapers  in  Britain,  where  his  Sun- 
day Times  stands  head  and  shoulders 
above  our  big-city  newspapers  when 
it  comes  to  writing  and  editing  and 
layout. 

"That's  because  things  are  infinite- 
ly more  competitive  in  Britain.  You've 
got  a  national  market  of  50  million 
people  and  there  are  ten  daily  newspa- 
pers— plus  the  Financial  Times — and 
ten  Sunday  newspapers  competing 
for  that  market.  That  kind  of  competi- 
tion puts  people  on  their  mettle. 

"These  national  newspapers  han- 
dle the  problem  of  local  news  by 
running  lots  of  split  runs.  Nationally', 
they  compete  within  segments. 
You've  got  three  in  what  you  could 
call  the  working  class  market.  You've 
got  three  in  the  middle  market,  and 
you've  got  four  plus  the  Financial 
Times  competing  for  the  more  elite 
part  of  the  market.  And  in  each  of 
those  segments  you've  got  diflfcrent 
political  stripes.  The  Guardian  is  defi- 
nitely left  and  the  Daily  Telegraph 
clearly  on  the  right. 

"In  the  U.S.  your  monopoly  papers 
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Now  fly  with  us  nonstop  six  times  weekly  from  New  York  to  Brussels  or  Frankfurt, 
then  on  to  Singapore.  We  also  fly  nonstop  daily  from  San  Francisco  to  Hong  Kong  and  Los  Angeles  to  Tokyo 
and  offer  five  weekly  nonstop  flights  from  Los  Angeles  to  Taipei,  then  on  to  Singapore. 
While  we  fly  across  both  oceans  on  the  world's  youngest,  most  modern 

A  great  way  to  fly 

fleet,  we  still  believe  in  the  romance  of  travel.  SinCAPORE  AIRLinES 


Rupert  Murdoch 


must  cater  to  people  across  all  the 
political  and  economic  spectrums. 
They  can't  afford  to  antagonize  any 
one  group.  So  they're  bland." 

Aren't  readers  more  important  to 
British  papers,  whereas  the  advertisers 
are  more  important  to  U.S.  papers.^ 
The  Sun  gets  70%  of  its  revenue  from 
circulation,  only  30%  from  advertis- 
ers. On  almost  all  U.S.  papers  it's  the 
reverse  of  that. 

"Last  week  it  was  almost  exacdy 
75%.  But  at  the  other  end  of  the 
market,  the  qualit)^  press,  like  our 
London  Sunday  Times,  splits  its  reve- 
nue more  on  the  American  model." 

Some  Americans  may  sneer  at  the 
sensational  tone  of  the  British  tab- 
loids, but  say  this  for  them:  They  get 
people  to  read  of  a  sort  who  in  the 
U.S.  rarely  crack  a  newspaper.  To 
have  a  circulation  proportionate  to 
the  Sun's,  a  U.S.  paper  would  need  to 
sell  15  million  papers.  USA  Today 
doesn't  sell  one-ninth  of  that.  And 
Murdoch's  quality  Sunday  Times  has 
a  market  penetration  about  three 
times  greater  than  that  of  the  Wall 
Street  Journal.  Whereas  fewer  and 
fewer  Americans  read  dailies  regular- 
ly, the  lively  British  press  has  created  a 
nation  of  news  junkies. 

What  about  USA  Today> 

"Oh  well,  it's  just  not  as  well  writ- 
ten [as  its  British  counterparts].  It 
doesn't  have  a  strong  personality.  It's 
pretty,  with  a  lot  of  color,  but  I  don't 
know  anyone  who  reads  it  to  see  a 
particular  columnist  or  to  get  their 
basic  news." 

Falling  between  two  schools — nei- 
ther upscale  nor  downscale.^  A  giant 
compromise  .> 

"Exactly." 

We  remarked  that  U.S.  newspaper 
pubhshers  tended  to  let  the  editorial 
staffs  do  what  they  wanted  as  long  as 
they  didn't  offend  too  many  people. 

"Well,  it's  very  easy  for  the  publish- 
er to  withdraw  from  the  editorial  side. 
If  his  friends  at  the  country  club  com- 
plain, he  can  blame  it  on  the  editor 
and  claim  he  cannot  interfere.  It's 
convenient  for  the  publishers." 

Murdoch  went  on  to  say  that  it 
should  be  a  newspaper  publisher's  job 
to  interfere  in  editorial  because  edito- 
rial is  what  attracts  audiences  and 
controls  the  bottom  line.  Because  the 
U.S.  papers  are  boring,  they  lose  mar- 
ket penetration   and   fail   to   attract 


young  readers. 

So  the  publishers  count  their  dwin-. 
dling  cash  and  the  editors  dispense 
political  correctness  along  with  vanilla 
custard. 

"Ethical  standards  in  American 
journalism  are  sometimes  higher  than 
in  Britain,  but  the  competence  and 
the  quality  of  writing  in  the  Americap 
newspapers  does  not  compare  .'There 
is  no  cutting  edge  of  competition 
here.  Young  journalists  aren't  tested, 
one  against  the 
other. 

"And  die 

schools  of  jour- 
nalism in  the 
U.S. — I  do  not 
know  what  they 
teach,  but  they 
do  not  teach 
journalism." 

Why  do  the 
British  newspa- 
pers have  so 
much  better  col- 
or reproduction 
than  the  Ameri- 
can ones? 

"That's  be- 
cause we  and  our 
competitors  in- 
vested a  lot  of 
money  in  Ger- 
man machines. 
"Home  Alone"  We  didn't  want 

Fox's  smash  hit.  to     spend      the 

^^^B  money — it  nearly 

broke  us  at  the 
time.  But  we  had  no  choice  when  we 
faced  competition  in  every  category." 
In  1 99 1  Murdoch  moved  his  family 
to  Beverly  Hills  and  now  spends  most 
of  his  time  on  Fox  films  and  Fox  TV. 

Have  you  caught  the  movie  bug, 
we  asked.'' 

"No,  the  TV  bug.  Let  me  explain. 
When  I  first  got  into  TV  in  Adelaide  30 
years  ago,  I  realized  that  as  an  owner 
of  TV  stations  I  would  have  no  control 
over  what  I  showed.  I  would  just  be 
providing  hardware  for  other  people's 
software." 

For  a  newspaper  editor  that  would 
be  intolerable,  and  Murdoch  felt  it  to 
be  equally  intolerable  in  TV.  He  want- 
ed control  of  programming.  The  need 
became  pressing  when  News  Corp. 
bought  six  TV  stations  from  John 
Kluge  in  1986.  Without  a  network  of 
its  own,  his  stations  would  have  to 


depend  on  others  for  most  of  its 
content. 

"That's  why  I  started  the  Fox  net- 
work. It  never  occurred  to  me  that  all 
three  of  the  American  networks 
would  change  hands  as  they  have  the 
past  few  years.  I  got  into  movies  from 
television.  I  really  got  into  movies 
because  I  knew  that  if  you  were  going 
to  be  a  television  broadcaster  you  had 
to  put  your  feet  into  the  creative 
waters  somewhere." 

In  TV  he  has  gone  for  market  seg- 
mentation much  as  with  his  British 
newspapers.  The  Fox  network  is  espe- 
cially strong  among  viewers  in  the  18- 
to-34  age  category.  He  boasts  that  its 
Beverly  Hills,  90210.,  a  prime-time 
soap  opera,  is  watched  by  half  the 
women  under  25  who  watch  TV. 

Murdoch  is  the  most  outspoken  of 
men,  but  he  becomes  a  bit  cautious 
these  days  when  the  subject  turns  to 
Holl^avood — a  place  set  in  its  ways 
that  doesn't  take  kindly  to  outsiders 
like  him  breaking  into  its  closed 
world.  So  he  clearly  didn't  want  to 
ruffle  feathers  unnecessarily. 

But  he  will  say  that  Hollywood 
depends  too  much  on  market  re- 
search and  not  enough  on  the  kind  of 
feel  he  likes  to  see  in  a  magazine  or 
newspaper  editor. 

"The  trouble  with  the  research 
they  do  is  that  it  is  concentrated  on 
regular  moviegoers  who  tend  to  be 
young  and  enjoy  sex  and  violence." 
But  Murdoch  points  out  that  a  huge 
success  like  Fox's  Home  Alone  SLttvuct- 
ed  a  far  wider  audience — kids  and 
older  people  as  well  as  regular  movie- 
goers. To  make  a  really  big  hit,  you've 
got  to  go  for  more  than  the  regulars. 

What  he  thinks  Hollywood  needs  is 
more  good  comedies. 

How  about  doing  The  Merry  Wives 
of  Windsor? 

"We  may  be  witnessing  the  last 
days  of  the  House  of  Windsor,"  Mur- 
doch responded. 

It's  that  bad? 

"Depends  on  how  they  handle  it.  If 
the  Queen  makes  a  bold  statement 
and  says,  'Look,  every  family  has  its 
problems  and  we're  going  to  work 
them  out,'  then  things  could  turn  out 
all  right.  But  unfortunately  the 
Queen  is  surrounded  by  courtiers  and 
a  very  narrow  coterie. 

"Aft:er  all,  the  only  point  of  a  royal 
family  is  to  be  a  role  model."         ^ 
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The  only  thing  more 

attractive  than  our  hotels 

are  our  rates. 

It's  something  you  don 't  see  today.  The 
quality  of  a  hotel  going  up  and  the  rate  going 
down.  At  ITT  Sheraton,  we  spent  $1  billion 
improving  our  hotels  and  then  added  one  final 
touch— SureSavers.  Rates  that  make  business 
travel  simpler  and  easier 


Previous      SiinStvtr     SunSatier       SunSaver 
Rack         Batbtta        li-Day          Weekend 
Rales            tttn      Advance  Rates       Rales 

San  Diego 

Sheraton  Harbor  Island 

$175 

$137 

$119 

$129 

San  Francisco 

Sheraton  Palace 

$295 

$186 

$159 

$139 

San  Francisco 

Sheraton  Fisherman's 
Wharf 

$230 

$150 

$120 

$130 

LaJolla 

Sheraton  Crande  Torrey 
Pines 

$210 

$140 

$125 

$135 

LongBeaek               \.  . 

Sheraton  Long  Beach 

$140 

$130 

$  90 

$  90 

Rancho  Cordova 

Sheraton  Rancho 
Cordova 

$110 

$  84 

$  79 

$59 

MHpHas 

Sheraton  Silicon  Valley 

$125 

$  99 

$  85 

$  65 

Seattle 

Sheraton  Seattle 

$195 

$155 

$1^5 

$  98 

Anchorage 

Sheraton  Anchorage  r> 

'$185 

$109 

$  90 

$90 

Spokane 

Sheraton  Spokane 

$  90 

$  84 

$  69 

$  61 

Billings           ^           ^ 
Sheraton  BUlhigs 

$  72 

$  65 

$  60 

$  55 

^  Fall  Sure  mSaver 
Business  Rates  5%-30%  off 

^  The  business  traveler  finally  gets  a  break. 

M  This  option  is  available  Sunday  through  Thursday 

%  with  no  advance  reservations  or  purchase 

^  requirement. 

Special  offer  for  Visa'' cardholders  ] 

Now  there's  even  more  for  you  to  enjoy  when 
you  charge  your  stay  on  your  Visa  card.  Simply 
ask  for  the  special  Visa        r^^^i^^^-^^ 
upgrade  when  you  check  .  iBBBBBH 
in  on  your  SureSaver      ^      ^^ISA 
rate.  Based  upon 
availability,  you  'II  be 

upgraded  to  an  Executive  Floor  or  the  next  best 
available  room.  (Offer  valid  through  12/31192.) 

At  ITT  Sheraton,  there's  no  such  thing  as 
business  without  pleasure. 

For  reservations,  call  your  travel  professia 
or  800325-3535. 

SureSaver  reUes  are  available  in  continental  U.S.,  the  Bahamas  and " 
Canada.  Not  applicable  to  groups.  Subject  to  change  wrthout  notice 
and  based  upon  availability  ^t  participating  properties.  Rates  do  not 
include  taxes  and  gratuities.  Some  restrictions  apply,  Kids  17  and 
under  slay  free  when  sharing  room  with  an  adult  using  existing 
bedding.  ©  1992  ITT  Sheraton  Corporation. 


mdtm  Palace,  San  Francisco 
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The  Traums  weren't  trying  to  start  a  big  business. 
They  were  just  doing  what  they  enjoyed. 

Happy  am  I 


By  Fleming  Meeks 


Jane  and  Happy  Traum,  of  Homespun  Tapes 

"If  we  lost  that  one-oiH>ne  feeling,  I  wouldn't  want  to  go  to  work  anymore. 


Asked  how  much  his  little  firm, 
Homespun  Tapes,  earned  last  year, 
Happy  Traum  cocks  his  head.  "I 
know  it's  profitable,"  he  says.  "We've 
got  money  in  the  bank." 

Traum,  whose  real  name  is  Harry, 
though  he's  been  known  as  Happy 
since  infancy,  is  not  being  coy.  Nor  is 
he  dumb  about  money.  For  the  past 
25  years  Happy  and  his  wife,  Jane, 
have  successfiilly  made  and  sold  musi- 
cal instruction  video  and  audio  tapes 
through  mail  order. 

They  run  the  business  like  an  old- 
fashioned  mom-and-pop  operation. 
Their  products  include  videos  of  Dr. 
John  (Mac  Rebennack)  teaching  New 
Orleans-style  piano,  Vassar  Clements 
on  fiddle  and  Pete  Seeger  teaching 
five-string  banjo.  These  are  among 
the  bestsellers  in  a  line  that  brought  in 
about  $2  million  in  revenues  last  year. 

Letters  from  customers — they  get 
dozens  a  week — are  answered  person- 
ally; and  after  as  few  as  two  or  three 
requests  for  a  tape  on  an  obscure 
instrument  like  hammer  dulcimer, 
Happy  will  track  down  an  instructor 
and  begin  production.  "I  think  if  we 
ever  lost  that  one-on-one  feeling,  I 
wouldn't  want  to  go  to  work  any- 
more," says  Jane. 

A  folksinger  and  guitar  teacher, 
Happy,  now  54,  moved  his  family  to 
Woodstock,  N.Y.  in  the  mid-Sixties, 
where  they  setded  in  next  door  to 
their  friend  Bob  Dylan  and  his  family. 
With  a  recording  contract  on  Capitol 
Records  and  performing  dates  every 
weekend,  Happy  had  litde  time  to 
keep  up  with  his  25  or  so  weekly 
guitar  students,  so  he  set  up  a  reel-to- 
reel  tape  recorder  in  his  living  room 
and  made  a  set  of  six  one-hour  in- 
structional audio  tapes — from  basic 
to  advanced  lessons — for  his  students 
to  practice  with  while  he  was  away. 

Figuring  there  might  be  a  market 
for  the  tapes  beyond  Happy's  circle  of 
students,  the  Traums  in  1967  took 
out  a  $25  classified  ad  in  Sin0  Out!,  a 
small  folk-song  magazine.  Pricing  was 
based  not  on  costs,  which  were  mini- 
mal, but  on  the  price  of  a  guitar 
lesson.  For  $10  a  tape,  or  $50  a  set, 
the  ad  promised  budding  guitarists 
they  could  "Learn  to  fingerpick  with 
Happy  Traum." 

Over  the  next  few  months  the  or- 
ders trickled  in.  Happy  was  spending 
more  time  on  the  road  performing 


52 


Forbes  ■  September  28,  1992 


Goming 

FnomA 

Tliadition 

Rivaled 

Only  By 

The  Game 

Itself 

Since  our  entry  into  the 
golf  market,  Cross  Creek 
Pro  Collection  has  con- 
tinued its  rapid  growth  as 
a  leading  resource  of 
quality  knit  shirts.  Backed 
by  57  years  of  experience, 
Cross  Creek  offers  a  full 
range  of  superior  cotton 
knit  shirts,  sweaters,  and 
shorts  created  exclusively 
for  the  pro  market.  Con- 
tact your  local  pro  shop  or 
call  1-800-877-8361 
for  information  on  the  pro 
shop  nearest  you. 

Cross  Creek 

Pro  Collection.  Since  1935. 

The  Experience  Shows.™ 

1-800-877-8361 


CrossCneck* 


The      Exceptional      Shirt 

MADE  IN  U.S.A. 


% 


MO— 


©Cross  Creek  Apparel  Inc.  1992 


We're  Transamerica.  Our  business  is 
financial  services  —  life  insurance, 
investments,  lending  and  leasing.  Our 
philosophy  is  to  concentrate  on  the 
things  we  do  best  and  to  tn*  to  do  them 
better  than  anvone  else.  So  when  \'ou 
deal  with  a  Transamerica  company, 
you'll  get  the  right  product  at  the  right 
price  —  whether  it's  a  life  insurance 
polic\',  a  home  equit\'  loan,  a  mutual  fund 
or  an\^hing  else  we  offer  We're  just  down 
the  street.  Remember  the  Pyramid  for 
the  best  in  financial  serv'ices.  / 


Transamerica 


THE  POW  ER  OF  THE  PYRAMID  IS  >X  ORKING  FOR  YOL.t 
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STARTING  YOUR  OWN  BUSINESS 


wdth  his  brother  Artie,  so  Jane  was  left 
to  handle  production.  After  putting 
their  three  children  to  bed  every 
night,  she  would  pull  out  a  couple  of 
tape  recorders  and  make  duplicates  on 
the  kitchen  table,  wrap  them  in  brown 
paper  and  address  the  packages  by 
hand.  "As  we  got  more  orders,"  Hap- 
py recalls,  "we'd  add  more  tape  re- 
corders and  daisy-chain  'em." 

Happy  spent  what  spare  time  he 
had  making  more  tapes — on  blues 


fiiends  to  make  tapes  on  styles  and 
instruments  at  which  he  was  less  profi- 
cient. Brother  Artie  made  some  guitar 
tapes;  John  Sebastian  and  bluesman 
Paul  Butterfield  made  harmonica 
tapes;  Livingston  Taylor  made  tapes 
on  arranging  pop  songs  on  guitar. 
Mandolin,  banjo,  Cajun  fiddle  and 
even  a  tape  on yodeling  (used  by  Bette 
Midler  when  she  had  to  learn  yodel- 
ing for  the  film  Bi0  Business)  were 
added  over  the  next  ten  years. 


Happy  and  Jane  Traum,  ca.  1960 

Happily  surprised  that  they  enjoyed  business  as  much  as  music. 


guitar,  flatpicking,  more  on  finger- 
picking.  The  couple  began  taking 
more  and  bigger  ads  in  magazines  like 
Guitar  Player  and  Blue^frass  Unlimit- 
ed. Recalls  Jane  with  a  genuine  sense 
of  wonder,  "I  remember  struggling 
with  whether  to  spend  $25  on  an  ad  in 
Sin£[  Out!  or  $50  for  an  ad  in  Rollinjf 
Stone.  And  suddenly  we  had  a  $500  ad 
budget  at  the  end  of  the  month." 

To  their  surprise,  the  Traums 
found  they  enjoyed  running  their 
business  as  much  as  they  did  music. 
"It  was  a  lot  of  fiin  figuring  it  out," 
says  Happy.  Having  almost  no  over- 
head, the  business  was  putting  money 
in  the  bank  almost  from  the  start. 

The  first  major  capital  expenditure 
was  in  1974  for  a  $5,000  tape  duplica- 
tor; by  then  the  business  was  grossing 
about  $50,000  a  year.  Happy  also 
began  bringing  in  local  musicians  and 


Production  costs  were  low,  with 
Happy  producing  and  directing  the 
tapes  at  home.  Since  the  musicians 
were  mostly  old  friends,  he  didn't 
have  to  pay  advances  against  royalties. 
Meanwhile,  Jane  worked  up  a  catalog 
for  mailing  to  old  customers. 

By  early  1979  the  business  was  so 
big  that  it  had  to  be  moved  from  their 
home  to  a  small  building  in  town.  The 
timing  was  just  right.  Happy's  musi- 
cal career  had  leveled  off,  and  he 
devoted  more  time  to  the  business.  In 
1983  the  Traums  tried  videos,  pro- 
ducing a  60-minute  guitar  tape,  fea- 
turing Happy,  with  a  single  camera  in 
their  living  room.  Cost:  $600. 

Video  proved  a  much  more  effec- 
tive teaching  tool  and  these  days 
makes  up  60%  of  sales.  An  average 
tape — the  company  will  put  out  15 
new    ones    this    year — now    costs 


around  $20,000.  That's  a  lot  of  mon- 
ey to  Homespun,  but  not  much  in  the 
music  world,  where  three-minute 
rock  videos  cost  easily  $150,000. 

Still,  at  $50  each,  it  doesn't  take  a 
lot  of  sales  to  pay  down  production 
costs.  A  new  tape,  like  last  year's 
bluegrass  guitar  tape  by  legendary 
flatpicker  Doc  Watson,  sold  over 
2,000  copies  in  its  first  11  months. 
That's  more  than  enough  to  recoup 
costs.  And  since  Homespun's  is  not  a 
hit-driven  business,  older  releases 
continue  to  pull  nicely.  A  pair  of 
video  tapes  by  Dr.  John,  released  in 
1988,  sold  1 ,500  apiece  the  first  year. 
Since  then  they've  sold  another 
4,000  each. 

Happy  and  Jane  have  become 
shrewd  business  people.  They  target 
specific  markets  with  advertisements 
in  magazines  and  newsletters.  Home- 
spun advertises  its  eight  different  dul- 
cimer tapes,  for  example,  in  Dulcimer 
Players  News  (circulation  3,350). 
Plus,  the  company  mails  out  catalogs 
six  times  a  year  to  its  50,000-person 
in-house  mailing  list.  To  keep  mailing 
and  printing  costs  to  a  minimum,  the 
list  is  kept  carefially  groomed.  Cus- 
tomers who  don't  order  for  two 
years — roughly  a  third  of  the  list — are 
dropped  off.  But  only  after  they've 
been  sent  a  personal  letter  asking  if 
they  want  to  stay  on  the  list.  Result: 
The  response  rate  is  better  than  6%. 
Average  order:  over  $70. 

Another  key  to  Homespun's  mar- 
keting is  the  good  feeling  that  cus- 
tomers, many  of  whom  feel  they  know 
Happy  after  repeatedly  watching  and 
listening  to  his  tapes,  have  about  the 
company.  At  least  half  of  new  custom- 
ers come  not  from  magazine  ads  but 
from  word  of  mouth — catalogs  that 
have  been  passed  along  to  friends. 

The  business  is  currently  growing 
at  about  25%  a  year.  Happy  has  been 
in  the  editing  room  recently,  finishing 
up  tapes  by  80-year-old  mandolin 
great  Bill  Monroe  and  old-time  ban- 
joist  Ralph  Stanley.  Says  Jane:  "We're 
not  just  trying  to  make  a  profit.  We're 
really  documenting  a  lot  of  styles  ol 
playing,  trying  to  archive  it  for  ftiturc 
generations." 

The  new  tapes  probably  will  end  up 
making  a  profit  because  that's  what 
this  operation  is  all  about:  Sharing 
things  they  love  with  other  people  but 
doing  so  in  a  businesslike  manner. ■§ 
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You're  looking  at  the  fastest  business 
et  in  the  world  At  594  mph,  it  will 
run  the  mile  in  a  sizzling  6.06 
seconds.  And  fly  LA-to-New  York 
In  under  four  hours. 
.   It's  the  new  Citation  X. 

And  it's  coming  fast. 

The  first  airaaft  is  being  assembled 
right  now.  First  flight  is  less  than  a 
year  away.  And  companies  continue 
:o  line  up  for  deliveries  which  will 
x^in  1995. 

The  enthusiasm  is  justified. 


Think  fast. 

The  Citation  X  will  cruise  up  to 
3,800  miles  nonstop  -  in  less  time  and 
on  less  fuel  than  any  other  business  jet. 

The  intercontinental  Citation  X 
cabin  is  also  in  a  class  by  itself.  It's 
elegantly  appointed  and  abundantly 
spacious,  with  room  to  stretch  out 
or  to  walk  along  the  fiall-length  aisle 

The  Citation  X  is  not  a  midsize  jet. 
In  spaciousness,  in  performance,  and 
in  technology  it  goes  far  beyond 
anything  in  liie  midsize  category 
Far,  far  beyond. 


The  Citation  X  opens  an  entirely 
new  category  of  business  airaaft  - 
offering  the  sophistication,  perform- 
ance and  comfort  of  much  larger 
jets  -  at  less  than  half  the  price 

For  more  details  on  this  remark- 
able new  airaaft,  call  Gary  W.  Hay 
Senior  Vice  President  of  Marketing, 
at  1-800-4-CESSNA. 

Citation  X  .51 


A  Textron  Company 


What  With  Drought, 

Grasshoppers  And  The  Cost 

Of  Lumber,  Social  Security  Is 

The  Least  Of  Their  Worries. 


These  days,  Kim  and  Bruce  Butler  of  Aladdin, 
Wyoming  are  far  too  busy  making  ends  meet  to  be 
thinking  about  retirement. 

Fortunately,  the  dedicated  people  at  Social  Security 
are  thinking  about  it.  And  they're  hard  at  work  getting 
ready  for  the  challenge  of  serving  a  population  that's 
growing  larger  and  living  longer — without  losing 
sight  of  today's  ever-pressing  needs. 

Social  Security  envisions  itself  becoming  a  "paper- 
less" agency.  By  working  with  advanced  technologies 
such  as  optical  scanning  and  artificial  inteUigence,  they'll 
speed  up  their  information  collection  and  processing 
activities.  This,  in  turn,  will  allow  them  to  double  the 
12  million  transactions  they  handle  each  day,  even  as 
they  improve  upon  their  high  level  of  service. 

As  an  information  services  partner,  Martin 
Marietta  is  proud  to  be  helping  Social  Security  find 
better  and  more  efficient  ways  to  meet  the  needs  of 
future  generations. 

So  that  retirement  can  continue  to  be  the  least 
of  Kim's  and  Bruce's  worries. 
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Developer  Sheldon  Gordon  has  found  a  new  way 
to  lure  shoppers.  It's  called  entertainment. 
And  of  course  it's  in  Las  Vegas. 

Street  of  dreams 


By  John  H.  Taylor 

The  retail  business  is  supposed  to 
be  dead  in  the  water  these  days.  But 
developer  Sheldon  Gordon  wouldn't 
know  about  the  slump  if  he  hadn't 
read  about  it,  because  his  new  Forum 
Shops  at  Caesars  in  Las  Vegas  is  pack- 
ing them  in. 

Open  since  May,  the  $100  million, 
240,000-square-foot  retail  center  has 


pulled  40,000  visitors  a  day,  90,000 
on  some  weekends — three  times 
more  than  the  average  regional  mall. 
And  they're  not  just  looking.  The 
79  stores  and  restaurants  have  been 
averaging  nearly  $3  million  in  sales  a 
week,  or  $900  in  annual  sales  per 
square  foot.  The  average  mall  does 
$158    a   square    foot.    The    Forum 


Shops'  performance  ranks  right  up 
there  with  Rodeo  Drive  in  Beverly 
Hills,  making  the  Forum  Shops 
among  the  world's  most  successftil 
shopping  centers — far  eclipsing  even 
Minnesota's  much-touted  78 -acre 
Mall  of  America  (Forbes,  Mar.  30). 

.What's  Gordon's  secret?  Location 
sure  helps.  Unlike  Minnesota's  mega- 
mall — which  is  10  miles  from  Minne- 
apolis— Forum  Shops  lies  right  next 
to  one  of  the  busiest  intersections  in 
the  world,  with  60,000  hotel  rooms 
within  an  eight- block  radius.  In  Las 
Vegas  the  average  hotel  room  turns 
over  ever\'  three  or  four  days — provid- 
ing a  constant  stream  of  potential 
shoppers,  most  of  them  armed  with 
wallets  flill  of  cash. 

But  how  do  you  lure  them  in?  You 
entertain  them.  Instead  of  having  an- 
chor tenants  and  multilevel  shopping. 


Forum  Shops 
creator  Sheldon 
Gordon 
Step  aside, 
Rodeo  Drive. 
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If  you  think  viewing  a  movie  at  home  is 
a  mere  spectator  sport,  you've  never  strapped 
,  yourself  into  the  Roneer®  Home  Theater. 
With  our  leadership  in  both  audio  and  video 
technology,  the  linking  of  the  two  produces  unprece- 
dented results. 

What  you  see  is  the 
sharpest,  brightest 
picture  ever  played  on  a 
50-inch  screen.  Our 


Pioneer  Home  Theater, 
^u  dorit  just  \vatch  it. 


ProVisiori"  line  of 
projection  TVs  fea- 
tures a  sophisticated 
new^  short-focus  lens 
system  for  a  25% 
brighter  picture. The 
new  high-contrast 
black  screen 

increases  the  contrast  ratio  by  20%.  And  an  advanced 
three-line  digital  comb  filter  significantly  enhances 
color  accuracy  and  improves  picture  quality. 

The  picture  source  is  a  Pioneer  LaserDisc  Player,  a 


The  Pioneer  CLD-D701  Combination 

CD/L(uerDL)c  Player  and  VSX-D901S  A/V Receiver 

with  Dolby  Pro  Logic. 


technology  in  w^hich  we  have  led  w^orldw^ide 
The  ultimate  in  sight  and  sound,  it  comes 
60%  closer  to  reality  than  ordinary  video- 
tape. And  features  the  superiority  of  digital  sound. 
Of  course,  w^hatyou  hear  is  spectacular.  The 

enveloping  intensity  of  five- 
channel 
Dolby*  Pro 
Logic® 
Surround 
Sound.  All 
delivered 
care  of  the  industry-leading 
AudioA^ideo  Receivers  by  Pioneer. 

To  maximize  the  quality  of 
Surround  Sound,  w^e've  assembled  a  superb  new^  pack- 
age of  perfectly  matched  modular  speakers  specially 
designed  to  deliver  a  theater-like  experience. 

Of  course,  there's  a  lot  more  to  tell,  so  call  us  at 
1-800-PIONEER  for  more  information.  Or,  drop 
by  a  Pioneer  Home  Theater  dealer.  You'll  find  just  what 
you'd  expect  from  the  leaders  in  audio 
and  video:  Home  theater  so  advanced, 
you  don't  just  w^atch  it." 


Our  new  Pro  Virion 
SD-P5065K  Projection  TV 
incorporate.!  a  hojt  of 
technological  innorationj. 
Pictured  here  it  an  actual 
on-jcreen  image. 


All  Pioneer  LcuerDLic  Player,) 
let  you  enjoy  both  lajerducd 
and  CDj.  Ajk  your  Pioneer 
retailer  about  jpecial  CD 
and  lajerduic  offer)  from 
Columbia  Houje. 


fl!)  PIONEER 

The  Art  of  Entertainment 


©  1992  Puvieer  EUcttvnicj  (l^SA)  Inc.,  Long  Beach,  CA.  Do//>y  and  Pro  Logic  are  regu- 
(erec)  tra()emarLt  of  Dolby  Laboratories^  Liceiuuig  Corporatum.  ©  I99I  Carolco  Pictures 
Inc.  AllrighL)  raerved.  The  depiction  of  ENDOSKELETON  u  a  trademark  ofCaivtco. 


You  can  tell  your 

friends  about  our  hotel 

in  New  York, 

and  still  keep 

this  one  to  yourself. 


Forum  Shops 


THE 
PENINSULA 

BEVERLY   HILLS 


Peninsula 

CROUP 


(310)273-4888  (800)462-7899 

Little  Santa  Monica  at  Wilshire 


Thegoc'dess  Fortuna 

Smiling  on  the  Forum  Shops,  which  is  attracting  as  many  as  90,000  shoppers  a  day. 


Forum  Shops  is  laid  out  like  an  elabo- 
rate Roman  village.  There's  a  massive 
row  of  arches  at  the  entrance.  There 
are  fancv'  fountains  and  arched  facades 
above  each  store.  The  whole  thing  is 
covered  by  a  vaulted  ceiling  v\ith  a 
painted  Mediterranean  sk\'  that  turns 
from  light  to  darkness  and  back  to 
light  ever\'  two  hours.  Every  hour 
talking  15-foot  statues  of  Bacchus, 
Venus  and  Apollo  come  to  life  for  a 
six-minute  show  that  has  shoppers 
lining  up  10  to  20  deep. 

"We  got  involved  with  the  Forum 
Shops  because  we  were  intrigued  with 
the  entertainment  theme,"  says  Peter 
Starrett,  who  heads  retail  operations 
for  Warner  Bros.-  "We  had  no  idea 
how  it  would  do.  Turns  out,  it's  our 
number  one  store  in  terms  of  sales, 
sales  per  square  foot  and  profits." 

Above  the  Warner  Bros,  store's  en- 
trance are  statues  of  Sylvester  the  Cat, 
the  Tazmanian  Devil  and  Daff\'  Duck 
dressed  like   Roman  soldiers.   Bugs 


Bunny  rides  behind  in  a  chariot.  In- 
side, there  are  $2  Tweet)'  key  chains 
and  S600  leather  Bugs  Bunny  jackets. 

Bugs  Bunny  doesn't  turn  you  on.' 
For  tony  shoppers,  there's  Gucci, 
Louis  Vuitton  and  Gianni  Versace. 
Just  For  Feet,  a  12, 000 -square -foot 
athletic-shoe  store,  has  a  basketball 
court  and  treadmill  that  customers 
can  use  for  free. 

Gordon  came  up  with  the  idea  five 
years  ago  aft:er  his  friend  Henr\' 
Gluck,  the  chairman  of  Caesars 
World,  asked  him  to  figure  out  what 
to  do  with  an  empt)'  8.4-acre  lot  next 
to  the  casino  that  had  once  been  a 
moneylosing  automobile  track. 

"We  considered  something  like  50 
different  concepts,  cven,'thing  from  a 
theme  park  to  building  a  Ferris  wheel 
that  dropped  people  off  at  different 
floors  of  a  new  hotel,"  Gluck  recalls, 
"but  nothing  seemed  quite  right." 
Looking  at  the  site  from  atop  the 
casino    roof,    Gordon    immediately 
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Warner  Bros.  Studio  Store 

"It's  our  number  one  store  in  terms  of  sales  and  profits." 


thought  high-end  retail.  "A  street  of 
dreams,"  Gordon  called  it.  "With  the 
kind  of  high-fashion  stores  that  you 
would  not  find  anywhere  else  in  Las 
Vegas,"  he  says. 

Gordon  brought  in  Melvin  and 
Herbert  Simon  of  Indianapolis — who 
would  also  develop  the  Mall  of  Ameri- 
ca— as  his  partners.  Before  breaking 
ground  in  1990,  they  got  the  Japa- 
nese-based Yasuda  Trust  &  Banking 
Co.  to  provide  the  $95  million  financ- 
ing. The  bank  was  so  confident  in  the 
project  that  it  made  the  loan  before  a 
single  lease  had  been  signed. 

Needless  to  say,  rents  aren't 
cheap — ranging  from  $50  to  $225  a 
square  foot.  That  compares  with  an 
average  rent  of  $15  to  $20  a  square 
foot  at  a  similar  size  mall.  But  many 
tenants  find  .Forum  Shops'  rent 
cheap,  considering  the  traffic  the 
place  generates.  "My  board  is  bug- 
1  ging  me  to  find  20  more  locations 
where  we  could  do  the  business  we're 
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doing  here,"  says  Allen  J.  Bernstein, 
president  of  the  Quantum  Restaurant 
Group,  which  serves  as  many  as  1 ,500 
meals  daily  at  its  Lombardi's.  "I  keep 
telling  them  there  aren't  any." 

Caesars  World's  Gluck  and  his 
shareholders  are  happy.  Not  only  has 
the  empty  lot  been  converted  to  a 
profit  center,  but  the  only  way  you 
can  exit  the  Forum  Shops  is  through 
Caesars  and  past  its  one-armed  ban- 
dits, craps  tables  and  roulette  wheels. 
Shoppers  who  haven't  been  cleaned 
out  at  the  mall  can  drop  some  more 
money  on  their  way  back  to  their 
hotels. 

"People  are  burned  out  on  malls," 
says  Gordon.  "They  are  looking  for 
something  unusual.  If  you  don't  give 
it  to  them,  you  will  fail."  Since  for 
many  people  shopping  is  already  a 
prime  form  of  entertainment,  Gor- 
don, the  Simons  and  Gluck  have  sim- 
ply taken  the  next  step  and  combined 
the  two.  ^M 


You  can  tell  your 

friends  about  our  hotel 

in  Beverly  Hills, 

and  still  keep 

this  one  to  yourself. 
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THE 
PENINSULA 


N  EW   YORK 


Peninsula 

GROUP 


(212)  247-2200  (800)  262-9467 

Fifth  Avenue  at  55th  Street 


Here's  all  you  need  to  know  about  why  the 
1974  antidumping  law  is  arbitrary,  capricious 
and  economically  nonsensical. 

Dump  it 


By  David  Fruin 

There  are  two  ways  to  make  money 
in  the  steel  business.  One  is  Ken 
Iverson's.  He's  the  chairman  of  Nu- 
cor  Corp.  of  Charlotte,  N.C.,  the 
seventh-largest  steel  company  in 
America.  Iverson  sells  high-quality 
steel  cheaply.  Unsurprisingly,  he's  for 
free  trade.  The  other  way  is  big  steel's: 
Exploit  the  1974  antidumping  law  to 
drive  your  foreign  competition  from 
the  market,  and  then  raise  prices. 

On  June  30,  12  U.S.  steelmakers 
lodged  84  antidumping  and  counter- 
vaiUng  duty  complaints  against  21 
foreign  countries,  filling  2  million 
mind-numbing  pages.  Seventy- two 
of  those  complaints  survived  the  In- 
ternational Trade  Commission's  pre- 
liminary scrutiny  and  are  being  inves- 
tigated by  the  Commerce  Depart- 
ment. For  the  companies  under 
investigation,  it's  a  quick  ^^^^ 
descent  into  legal  hell. 

The  theory  of  dumping  is 
that  a  foreign  company  sells 
its  products  below  cost  to 
drive  its  U.S.  competition 
out  of  business,  monopo- 
lize the  U.S.  market  and 
raise  prices  later.  Dumpers 
can  afford  to  dump,  the 
theory  holds,  because  their 
governments  seal  off  their 
home  markets  by  protec- 
tionism, enabling  dumpers 
to  earn  megaprofits  to  fi- 
nance their  predation. 

However,  in  the  market 
for  steel,  it  is  the  U.S.  that  is 
sealed  off.  "Our  quotas  and 
import  barriers,"  says  Nu- 
cor's  Iverson,  "are  as  bad  as 
any  and  worse  than  many." 
Nor  does  it  seem  very  prob- 
able that  the  entire  interna- 
tional steel  industry',  from 
Britain  to  Japan,  from  Bra- 
zil to  Belgium,  and  includ- 


ing America's  free-trade  partners 
Canada  and  Mexico,  has  conspired  to 
sell  steel  below  cost  in  order  to  drive 
U.S.  Steel  and  Bethlehem  out  of 
business. 

Even  so,  the  steel  industry,  like  97% 
of  complainants  before  the  Com- 
merce Department  since  1988,  is  like- 
ly to  win.  The  elaborate  structure  of 
the  U.S.  dumping  law  can  be  summed 
up  in  two  words:  plaintiff  wins. 

Why?  The  U.S.  complainant  can 
take  as  much  time  as  he  likes  to  pre- 
pare his  complaint — 18  months  in 
this  case.  But  the  respondent  foreign 
company  is  held  to  a  rigid  45 -day 
deadline,  within  which  it  must  fill  out 
an  excruciatingly  detailed  question- 
naire about  its  pricing  policies. 

At  one  of  those  respondents.  Trade 
Arbed  in  New  York,  the  importing 
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agent  for  Belgium's  Sidmar  Steel,  a 
dozen  employees  are  now  compiling 
data  for  every  one  of  the  20,000 
transactions  with  1 ,000  different  cus- 
tomers over  the  past  six  months. 
There  are  as  many  as  50  variables  to  be 
reported  for  every  transaction. 

.  Trade  Arbed  and  the  other  accused 
dumpers  slave  to  deliver  these  num- 
bers because,  if  their  presentation  is 
judged  to  be  in  any  way  lacking. 
Commerce  will  simply  accept  the 
numbers  concocted  by  the  U.S.  com- 
plainant. Trade  Arbed  estimates  it  will 
cost  at  least  $500,000  in  legal  fees 
alone  to  defend  the  case. 

But  that's  not  the  worst  of  it. 

■  Each  and  every  U.S.  sale  will  be 
compared  with  the  average  price  that 
prevailed  in  the  exporting  country 
over  that  period.  If  any  sale  was  below 
the  average,  it  will  be  deemed  to  have 
been  "dumped."  Above-average 
sales  are  ignored. 

■  Rather  than  compare  the  exporting 
company's  U.S.  prices  with  its  home 
market  prices.  Commerce  will  likely 
end  up  using  "constructed  value" — 
an  intellectual  monster  from  the  same 
planet  that  sent  to  earth  Soviet  central 
planning  and  feminist  comparable 
worth.  Under  constructed  value,  an 
exporter  can  be  convicted  of  dumping 
if  it  earned  less  than  an  8%  profit  on 

anv  sale. 

I       Nucor's  Iverson  says,  "If 

I  it's  dumping  to  earn  less 

s  than  8%,  then  almost  no 

domestic    company    could 

sell  steel  here." 

While  the  steel  importers 
are  struggling  with  the 
Commerce  Department's 
paperwork,  the  U.S.  indus- 
try is  profiting  nicely.  The 
U.S.  market  for  the  prod- 
ucts under  investigation  is 
40  million  tons  a  year,  of  I 
which  just  6  million  are 
supplied  by  imports. 

The  U.S.  industr)'  is  al- 
ready lustfiilly  anticipating 
a  price  hike  this  fall.  If  the 
antidumping  actions  can 
help  make  even  a  $10-a-ton 
price  increase  stick,  the 
U.S.  industry'  will  pocket  an  | 
extra  $340  million — a  nice 
return  on  the  $20  million  | 
or  so  it  has  budgeted  tor 
this  litigation.  ■ 
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we  should  talk. 


If  s  time  to  switch  to 

the  No-Fee  IRA  from 

Charles  Schwab. 


You've  probably  noticed. 

Just  when  investors  need  reduced  costs  and  increased 
convenience,  full -commission  brokers  are  coming 
up  with  more  ways  to  charge  more  fees.  There  are  full 
commissions  for  trading,  fees  for  not  trading,  and 
annual  fees  of  up  to  $100. 

And,  of  course,  an  annual  fee  on  your  IRA. 

That's  why  we  developed  the  Schwab  No -Fee  IRA. 

Right  now,  if  you  bring  your  IRA  worth  more  than 
$10,000  to  Schwab  you'll  never  pay  an  annual  fee  again. 
Guaranteed.  For  the  rest  of  your  life.  In  addition, 
you'll  be  able  to  save  up  to  76%  on  commissions.^ 


Schwab  Value  at  a  Glance 

Charles            Merrill           Shearson           Dean 
Schwab             Lynch             Lehman           Witter 

IRA  Annual  Fee 
(Assets  over  $10,000) 

None 

$35-100* 

$40 

$30 

AdilltlonalFees 
perTtansactlon 

None 

$4.85 

$3.85 

$2.35 

Commission 
100 Shares©  $30 

$55 

$85 

$83 

$83 

Commission 
500 Shares®  $20 

$110 

$238 

$246 

$230 

'Fee  is  .2%  of  balance  with  a  minimum  of  $35  and  a  maximum  of  $100. 
tSurvey  conducted  by  Charles  Schwab  &  Co.,  Inc.  July  1992. 
Schwab  stock  transactions  subject  to  a  $39  minimum  commission. 

With  a  Schwab  IRA  you  can  invest  your  retirement 
funds  in  a  wide  range  of  securities  such  as  stocks, 
bonds,  CDs  or  over  600  mutual  funds  from  some  of 
the  most  popular  families. 

Finally,  no  matter  how  many  IRAs  you  have,  we've 
made  it  easy  to  transfer  them  all  to  Schwab.  A  simple, 
toll-free  phone  call  starts  the  process.  We  think  our 
No -Fee  IRA  is  just  one  more  way  of  proving— It's  time 
to  come  to  Schwab. 

Visit  your  local  Schwab  office  or  call  our  toll-free 
number  any  time,  any  day. 


Ext.  338 


1-800-442-5111 


rWeeM 

Charles  Schwab 

Helping  Investors  Help  Themselves" 


Charles  Schwab  &  Co.,  Inc.  ©  1992  Member  SIPC/NYSE 


,#'> 


v*V 


■i 


^.x» 


ound  the  world, 
we  help  generate 
big  telephone  numbers. 


In  telecommunications  as  in 
any  business,  the  key  to  sizable  num- 
bers is  sizable  growth. 

So  while  eight  of  America's  ten 
largest  phone  companies  call  on 
Unisys  computers  to  execute  millions 
of  mission-critical  transactions  daily, 
telecommunications  companies  every- 
where also  rely  on  us  to  deliver  inno- 
vative new  sources  of  revenue  in  a 
fiercely  competitive  environment. 

Our  breakthrough  Network 
Applications  Platform  (NAP)  posi- 
tions telecom  companies  to  generate 
the  revenue  of  the  90 's  through 
expanded  customer  services.  NAP 

©1992  Unisys  Corporation 


provides  powerful,  cost-effective 
solutions  for  the  rapid  introduction 
of  voice  messaging,  fax  mail, 
enhanced  911  capability,  and  other 
market-sensitive  offerings.  NAP  is 
available  now,  ahead  of  the  field.  And 
because  it  reflects  our  constant  com- 
mitment to  interoperability,  NAP  not 
only  protects-but  optimizes-our 
customers'  existing  investment. 

Unisys  solutions  can  be  found 
at  forward-looking  telecommunica- 

UNISYS 

We  make  it  happen. 


tions  companies  across  the  globe-in 
Sweden  and  Germany,  in  Holland 
and  the  United  Kingdom,  in  Sing- 
apore and  New  Zealand.  Whether 
you're  in  telecommunications,  bank- 
ing, airlines  or  government,  we'll 
work  with  you-as  we  work  with 
60,000  customers  in  100  countries- 
to  shape  your  information  systems 
based  on  an  experienced  under- 
standing of  your  industry. 

If  it  sounds  like  we  offer  the 
solutions  you  need  to  grow,  you've  got 
our  number.  Call  us  at  1-800-448-1424, 
ext.  168.  Ask  how  Unisys  can  help  dial 
up  your  business. 


EDITED  BY  FLEMING  MEEKS 


In  just  one  year  this  smallish  U.S.  bicycle  company 
broke  profitably  into  the  Japanese  market. 
How?  By  fracturing  many  of  the  rules. 


"Jiist  get  out 
and  sell" 


By  Andrew  Tanzer 

Since  the  mountain  bike  boom  hit  in 
the  mid- Eighties,  U.S.  bicycle  exports 
have  rocketed  thirty-fivefold,  to 
669,000  units.  Japanese  bicycle  ex- 
ports, meanwhile,  have  collapsed, 
slumping  ft-om  888,000  in  1985  to 
155,000  last  year. 

Cannondale  Corp.,  based  in 
Georgetown,  Conn.,  is  one  of  the  big 
beneficiaries  of  the  resurgence  of  the 
U.S.  industry  (Forbes,  Nov.  29, 
1989).  Cannondale  specializes  in 
high-performance  mountain  bikes 
and  racing  bikes  retailing  from  $450 
to  $3,000.  Privately  owned  Cannon- 
dale sold  113,000  of  these  high- 
priced  machines  last  year,  producing 


%77  million  in  revenues — a  doubling 
in  just  two  years. 

Increasingly,  those  sales  are  coming 
from  overseas.  Cannondale  expects  its 
European  sales  to  hit  $25  million  this 
year,  up  from  $1  million  in  1988.  "If 
you're  going  to  be  a  successful  con- 
sumer product  today,  you  have  to  be  a 
world  player,"  says  James  Scott 
Montgomery',  who  headed  up  the 
European  drive.  In  July  of  last  year 
Montgomery,  son  of  Cannondale 
founder  Joseph  Montgomery,  packed 
up  and  headed  for  Japan. 

Like  John  Ackerman,  whose  Acker- 
man  Homes  builds  U.S. -style  houses 
in  Japan  (Forbes,  May  11).,  Mont- 


gomery, 3 1 ,  has  found  that  breaking 
into  the  Japanese  market  means 
breaking  with  conventional  wisdom. 

For  starters,  Montgomery  ignored 
the  first  rule  for  foreigners  doing  busi- 
ness in  Japan — the  one  that  says  pair- 
ing with  a  local  joint  venture  partner  is 
critical  to  gaining  distribution.  Rath- 
er, he  promptiy  ditched  Cannondale's 
Mitsubishi  Corp.  as  sales  agent  and  set 
up  a  wholly  owned  sales  subsidiary. 
"They're  so  big  and  bureaucratic  that 
they  add  costs  and  don't  understand 
markets  like  bicycles,"  explains 
Montgomery.  As  an  establishment 
trading  company,  Mitsubishi  had  in- 
sisted it  was  necessary  to  add  another 
layer  of  traditional  bicycle  wholesalers 
who  handle  multiple  manufactur- 
ers— making  for  higher  costs  and  less 
attention  to  any  one  brand. 

Montgomery  steered  clear  of  the 
high  rents  and  high  labor  costs  of 
Tokyo.  He  set  up  shop  in  Kawachina- 
gano,  a  small  bedroom  community 
20  miles  outside  Osaka — an  area  he 
was  familiar  with  from  visits  to  parts 
suppliers  like  Shimano,  which  are  lo- 
cated nearby.  Within  three  months  of 
renting  a  3,200-square-foot  ware- 
house-cum-office  facility,  Cannon- 
dale was  shipping  its  high-priced 
bikes  to  stores.  (Average  price: 
$1,500,  compared  with  $1,100  for 
comparable  Japanese-made  bikes.) 


Scott  Montgomery, 
president  of 
Cannondale  Japan 
Moving  closer 
to  the  customer 
is  the  key. 
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Lufthansa,  Japan  Airlines 

and  Nisstio  Iwai, 

welcome  on  board. 


Lufthansa,  Japan  Airlines  and  Nissho 
Iwai  take  a  seat  with  DHL. 

DHL  International  reinforces  its  alliance  with 
Lufthansa,  Japan  Airlines  and  Nissho  Iwai.  Under 
the  new  partnership  each  has  increased  its  share 
holding  in  DHL  International.  The  move  hardly 
comes  as  a  surprise.  DHL  is  the  acknowledged 
global  leader  in  the  express  delivery  of  docu 
ments  and  packages.  Who  better  to  share  this 
position  than  two  of  the  world's 
most  respected  airlines  and 
a  major  trading  group? 

Service  is  all. 
DHL  Worldwide 
Express  thrives  on 
the  service  it  offers 
its  customers.  The 
efficiency  and  flair  of 
each  DHL  employee  i; 
concentrated  towards  the  ^^^  goal  of  deliver- 
ing essential  packages  around  the  world  —  quickly 
and  safely.  Currently,  26,000  men  and  women  in 
over  200  countries  provide  vital  services  every 
day.  More  than  8,000  owned  and  operated  vehicles 
from  1,350  service  centres  handle  the  express 
deliveries  of  nearly  one  million  customers  worldwide. 

The  Europe-Asia-USA  triad. 
80  %  of  world  trade  is  between  Europe,  Asia  and 


the  USA.  Needless  to  say  DHL  is  well  estabUshed 
in  each  area.  For  short-haul  routes,  it  uses  its 
own  airplanes.  For  intercontinental  flights  it 
calls  on  leading  airlines  —  including  Lufthansa 
and  Japan  Airlines  —  and  will  continue  to  do 
so  in  the  future. 

The  partners :  Why  they  said  yes. 
It's  only  normal  that  a  service-oriented  company 
should  look  to  other  service  companies  as  potential 

partners.   The   reputa- 
tion for  excellence  of 
each  of  DHL's  part- 
ners strongly  moti- 
vated its  choice.  To 
make  sure  everyone 
made   the   right 
choice,  they  agreed  to 
give  their  final  answer 
after  a  two-year  trial 
period.  The  response  was  unanimous:  Yes! 

And  what  it  means  to  you  the  customer. 
Faster  service,  better  airport  facilities,  smoother 
ground  distribution  systems,  more  investment 
in  vital  information  services;  the  benefits  to  the 
customer  are  clear.  They  will  also  grow  in  the 
near  future,  allowing  customers  to  pick  and  choose 
from  a  wider  selection  of  services.  It's  true  now  and 
it  will  be  even  more  so  in  the  future. 


WORLDWIDE  EXPRESS  ® 
You  couldn't  express  it  better. 


DHL  Worldwide  Express  is  composed  of  DHL  International  Ltd,  which  serves  all  locations  outside  the  U.S. 
and  its  territories,  and  DHL  Airways  Inc,  which  serves  all  locations  within  the  U.S.  and  its  territories  and  their  agents  and  affiliated  companies. 


THE  ONLY  NAME  YOU  NEED  TO  KNOW 
IN  OFFICE  EQUIPMENT. 


RjstScnpt  Laser! 
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A  "FUZZY  lOGIC  COPIER  IHAT  MAKES 
BEAUTIFULLY  CLEAR  COPIES  EVERY  TIME, 

IN  NO  TIME. 

Once  again,  Panasonic  has  turned  advanced  technology  into  an  office  reality.  Witness, 
our  new  FP-4080  copier  with  Digital  System  Control. 

Its  neural  network  and  fuzzy  logic  technology 
give  you ,        '    "  ' 
from 
and  halftones. 

And  with  no  compromise  in  copying  speed: 
3.8  seconds  for  the  first  copy,  40  cpm  with  a 
single  original;  38  originals  per  minute.  Auto- 
matic duplex  copying,  too.  And  many  more  good 
things,  which  you  can  learn  about  just  by  calling  us. 

For  printers,  computers,  monitors  and 
peripherals,  dial  1-800-742-8086;  for 
racsimilies,  copiers  and  typewriters, 
1-800-843-0080,  ext.  4016. 


you  good  looking  copies  every  time,  even 
"difficult"  originals.  Even  from  photos 
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UP  &  COMERS 


How  did  he  get  his  bikes  into 
stores?  It  helped  that  Japanese  con- 
sumers like  the  status  and  image  of 
high-end  American  mountain  bikes. 
But  the  real  key  was  Montgomery's 
ingenious  hiring  of  two  Japanese- 
speaking  American  professional  bicy- 
clists who  live  in  Japan  to  head  up  sales 
and  promotion.  The  two  enter  races 
on  Cannondale  bikes  every  weekend, 
garnering  lots  of  free  publicity  in  the 
bicycle  press.  On  weekdays  they  make 
sales  calls  on  bike  dealers. 

Working  direcdy  with  dealers  has 
put  Montgomery  in  closer  touch  with 
Japanese  customers,  who  prefer 
smaller- size  bikes  in  flashier  colors — 
feedback  the  company  never  got  from 
Mitsubishi.  In  the  first  year  of  the  new 
t>pe  of  marketing,  Cannondale  tri- 
pled to  260  the  number  of  dealers 
carrying  its  high-end  bicycles.  In  the 
12  months  since  Cannondale  Japan 
shipped  its  first  bike,  sales  have  qua- 
drupled, to  $2  million.  The  startup  in 
Japan  was  financed  primarily  with  a 
$500,000  loan  from  Dai-Ichi  Kangyo 
Bank.  Even  with  startup  costs,  Can- 
nondale Japan  showed  profits  of 
$60,000  the  first  year.  With  an  aver- 
age of  two  dealer  applications  a  week, 
Montgomery  projects  sales  growth  of 
60%  this  year. 

For  the  last  decade  Cannondale  has 
bought  bike  parts  like  derailleurs  and 
brakes  for  its  European  and  U.S. 
plants  from  Japanese  suppliers.  Before 
Montgomery  arrived  the  parts  were 
bought  through  Japanese  trading 
companies.  But  now  Cannondale 
buys  direct  and  expects  this  year  to 
save  $1  million  by  doing  so. 

Put  it  down  perhaps  to  the  cocki- 
ness of  youth,  but  Scott  Montgomery 
has  become  impatient  with  his  fellow 
countrymen  who  complain  about 
Japanese  trade  barriers.  "Most  people 
who  sit  back  and  complain  about 
problems  in  Japan  have  never  tried  to 
break  into  this  market,"  says  Mont- 
gomery. "Just  get  out  there  and  sell. 
Japanese  genuinely  appreciate  it  if  you 
make  the  effort  here."  Montgomery 
keeps  in  touch  with  his  products  and 
his  customers  by  bicycling  5  miles  to 
work  every  morning  and  entering 
bike  races  twice  a  month.  "Your  voice 
gets  weaker  and  weaker  as  you  go 
through  layers,"  he  says.  "Your  ser- 
vice levels  get  worse;  communication 
becomes  slower."  ^M 
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All  Ed  Phillips  wanted  was  to  be  his  own  boss. 
Little  did  he  realize  that  he  would  end  up 
with  a  $20-million-a-year  business. 

'^I  didn't  want  to 

<■ 

be  a  wage  slave" 


By  Lisa  Gubemick 

Some  people  start  their  own  business- 
es out  of  inspiration,  some  out  of 
desperation.  Edward  Phillips  belongs 
to  the  desperation  category.  Asked 
why  he  and  a  partner  started  Burbank, 
Calif -based  Matthews  Studio  Equip- 
ment Group  some  three  decades  ago, 
Phillips  replies:  "I  didn't  want  to  be  a 
wage  slave  the  rest  of  my  life." 

Phillips,  then  23,  was  toiling  as  an 
electrician  at  Universal  Pictures  in 
Hollywood.  He  teamed  with  Roy 
Isaia,  then  a  25 -year-old  sewing  ma- 
chine operator  at  Paramount.  Mat- 
thews Studio  Equipment  Group 
manufactures  lighting  equipment, 
dollies  and  camera  cranes,  and  rents 
or  sells  this  and  other  moviemaking 
gear  to  film  studios,  TV  production 
houses  and  advertising  agencies.  Last 
year  the  company  earned  $1.6  mil- 
lion, or  20  cents  a  share,  on  revenues 
of  $24  million. 

Its  start  was  considerably  more 
modest.  Isaia's  main  job  had  been 
sewing  lighting  filters — framed  fab- 
rics used  to  shape  light  reflections. 
The  studios  were  just  beginning  to 
buy  lighting  filters  and  other  non- 
technical equipment  from  indepen- 
dent contractors  rather  than  building 
their  own.  Isaia  figured  he  could  make 
the  filters  for  less  than  half  of  Para- 
mount's  cost.  He  and  Phillips  bought 
a  used  industrial  sewing  machine  and 
set  up  shop  in  a  rented  garage  in 
North  Hollywood.  They  called  their 
company  Matthews  Studio  Equip- 
ment, after  Isaia's  son.  Isaia  did  the 
selling  while  Phillips  oversaw  the 
manufacturing.  That  first  year  they 
sold  $35,000  wordi  of  light  filters, 
mosdy  to  Paramount,  and  began  to 


Matthews  Studio 
Equipment  Group's 
Ed  Phillips  (left) 
and  Carlos  DiMattos 
Finding  opportu- 
nity in  tunnoii. 
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produce  other  lighting  equipment. 

But  it  was  slow  going.  The  firm 
lacked  capital.  Luck  soon  provided  it. 
In  1970  they  placed  an  ad  in  a  local 
college  newspaper  for  a  part-time 
bookkeeper.  The  first  person  to  an- 
swer the  ad  was  a  19-year-old  immi- 
grant narried  Carlos  DiMattos.  Di- 
Mattos  came  fi^om  an  aristocratic 
Portuguese  family  somewhat  down 
on  its  fortunes.  But  when  Isaia  and 
Phillips  needed  capital  to  expand, 
DiMattos  was  able  to  borrow 
$10,000  from  his  mother;  he  invest- 
ed the  money  in  the  firm  in  return  for 
20%  of  the  equity.  DiMattos  also 
figured  out  how  to  raise  a  $100,000 


Small  Business  Administration  loan 
for  the  company. 

In  1976  Phillips  and  DiMattos 
bought  out  Isaia's  stake  and  began  to 
expand.  In  1980  they  bought  from  a 
couple  of  Dutch  inventors  the  U.S. 
rights  for  a  lightweight,  collapsible 
crane  for  hoisting  and  moving  movie 
cameras.  The  price  was  right: 
$150,000  worth  of  Matthews'  light- 
ing equipment. 

The  result  was  the  collapsible  Tulip 
Crane,  a  unit  that  could  fit  fairly  easily 
into  the  back  of  a  pickup  truck  and 
weighed  600  pounds — a  90%  weight 
reduction  over  older  cranes.  The  first 
director  to  use  it  was  Steven  Spiel- 


berg, on  E.  T. 

The  crane's  success  led  Phillips  and 
DiMattos  to  think  that  there  would 
be  a  market  for  a  device  that  would 
operate  a  camera  by  remote  control; 
this  could  be  used  for  filming  car 
chases  and  other  dangerous  assign- 
ments. Ernst  Nettmann,  then  an  en- 
gineer working  for  Disney,  agreed  to 
bring  their  concept  to  life.  Matthews 
put  up  $350,000  in  return  for  exclu- 
sive distribution  rights  to  what  be- 
came Nettmann's  Cam  Remote,  now 
an  industry  standard. 

To  leverage  the  good  relationships 
they  had  built  up  with  the  studios, 
Phillips  and  DiMattos  swapped  9%  of 
Matthews'  equity  for  Hollywood 
Rentals,  a  big  rental  outfit  that  pro- 
vided film  production  crews  with  ev- 
erything from  dolly  tracks  for  cameras 
to  masking  tape. 

Right  now  Matthews  is  in  some- 
thing of  a  slump.  Last  spring  a  threat- 
ened actors'  strike  slowed  film  pro- 
duction. Desperate  for  business,  rent- 
al outfits  started  to  slash  prices — and 
Matthews'  Hollywood  Rentals  opera- 
tion had  to  match  them.  Though 
Matthews'  revenues  should  rise  13%, 
to  $27  million,  in  fiscal  1992  (ending 
Sept.  30),  Douglas  Lowell,  an  analyst 
with  Rockefeller,  Rothschild  & 
Steele,  expects  earnings  to  slip  6%,  to 
$1.5  million,  or  17  cents  a  share. 

Still,  Lowell  says  he's  bullish  on 
Matthews.  He  recommends  the 
o-t-c-traded  stock  at  a  recent  price  of 
SVi.  The  rental  price  wars,  he  says, 
should  end  soon.  Indeed,  two  of 
Matthews'  largest  equipment  rental 
competitors — Film  Trucks  and  j&L 
Rentals — recently  filed  for  Chapter 
1 1 .  DiMattos  and  Phillips  have  been 
using  Matthews'  financial  strength  to 
buy  equipment  from  struggling 
mom-and-pop  rental  shops  for  as  lit- 
tle as  35  cents  on  the  dollar.  Says 
DiMattos:  "I  think  there's  opportu- 
nity in  the  turmoil." 

Matthews  Studio  Equipment  be- 
came a  public  company  in  1989  after 
selling  shares  to  raise  expansion  capi- 
tal. There  are  8.4  million  shares  out- 
standing; DiMattos  and  Phillips  still 
control  nearly  60%.  So,  despite  the 
current  earnings  pinch,  Phillips 
doesn't  have  to  worry  about  going 
back  to  being  a  wage  slave  again— and 
Carlos  DiMattos  has  restored  his  fa- 
mily's tarnished  fortunes.  ^M 
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If  you  weren't 


the  founder 


of  a  railroad, 


will  you  feel 


comfortable 


at  J.  P.  Morgan? 


festerday,  it  was  steel  and  railroads.  Today,  it's  biotech  and  microchips.  New  industries, 
^ew  wealth.  And  as  one  might  suspect,  a  new  type  of  private  banking  client.  The 
dnd  looking  to  preserve  and  build  assets  with  creative  investment  opportunities. 

lobal  opportunities.  Research-driven  opportunities.  And  yet,  someone  who  sees 
i  trusted,  financial  relationship  as  a  long-term  opportunity.  If  you  have  assets 

f  $5  million  or  more,  call  Richard  B.  Jones,  TTl  ]%/f^^-i«^Vrfc  w^ 
[.R  Morgan  California,  at  (213)489-9354.  Private  Banking    J  i     iVlCJl  ^clll 

tew  York,  Wilmington,  Del.,  Palm  Beach,  Los  Angeles,  San  Francisco,  Baissels,  Frankfurt,  London,  Madrid,  Milan,  Nassau,  Paris,  Geneva,  Zurich,  Hong  Kong,  Singapore,  Tokyo 
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^ome  or  our  Quests 
like  tiie  iaea  or  a  mouse 


in  tueir  room. 


Nc 


low  any  room  at 
Wfestin  can  be  turned 
into  a  custom-tailored 
office^^^  Just  tell  us 
what  you  need.  We'll 
do  whatever  it  takes  to 


ma 


ke  it 


easier  ror  you 


to  get  some  w^ork  done  w^hile  you're  on  the  road.  After  all,  giving  you 
Phone   \        \\^Q  competitive  edge  makes  us  a  better  \^j  business 

ahead  for  a   \  ^ 

computer,  cellular 
phone,  fax  machine 

or  whatever  cLe  you        hotel.  That's   -^^=~^^    the  difference  between  staying  at 

need.  It'll  be  ready   j  ^'rSiiy^\\ 

for  delivery  to  your 
room  when  you  /  •«  t  r       •  •  i   •  i  r-< 

a  Westin,  or  just  squeaking  by.  For  reser- 

Westin, 

vations,  call  your  travel  consultant  or  (800)  228-3000.        hotels «< resorts 
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Out-of-control  Medicaid  spending  is  tlie  single  biggest 
problem  in  the  federal  and  state  budgets. 

Hemorrhage 


By  Janet  Novack 

It  is  a  dubious  honor  at  best.  But  in 
an  ever  rising  sea  of  federal  red  ink,  the 
gusher  is  the  joint  federal/state  Med- 
icaid entidement. 

The  White  House's  Office  of  Man- 
agement &  Budget  projects  that  this 
program  will  cost  $260  billion  by 
1997,  up  from  $127  billion  this  year 
and  $49  billion  in  1987.  But  die  truth 
is  that  given  the  unpredictable  and 
explosive  growth  of  Medicaid  spend- 
ing in  recent  years,  no  one,  not  OMB, 
especially  not  Congress,  has  the 
slightest  idea  how  much  higher  the 
cost  will  actually  go. 

How  has  this  come  about.^  Simple. 
Every  year  from  1984  through  1990 
Congress  expanded  what  can  (or,  in 


some  cases,  must)  be  charged  by  the 
states  to  the  Medicaid  budget,  in 
terms  of  both  the  people  who  are 
eligible  and  the  services  they  receive. 

One  big  expansion  occurred  as  part 
of  the  notorious  1990  budget  agree- 
ment. The  budget  deal  was  supposed 
to  cut  Medicaid  costs  by  $600  million 
over  five  years.  Now  the  Administra- 
tion reckons  that  Medicaid  will  cost 
about  $100  billion  more  in  that  peri- 
od than  it  projected  in  1990.  Perhaps 
$40  billion  of  the  vast  difference  re- 
sults from  a  loophole  that  allowed 
states  to  use  federal  Medicaid  fiinds  to 
compensate  hospitals  that  have  a  high 
proportion  of  uninsured  patients 
without  tapping  state  fiinds. 

As  Congress  has  expanded  Medic- 
aid and  opened  new  loopholes,  hard- 


pressed  states  and  hospitals  (and  spe- 
cial interest  groups)  have  rushed  to 
take  advantage.  It's  an  obvious  cause- 
and-effect  to  everyone  but  budget 
fiidgers  in  Washington. 

There  are  now  about  30  million 
people  on  Medicaid,  up  from  21.6 
million  in  1984.  Medicaid,  originally 
intended  to  cover  the  very  poorest, 
now  covers  Medicare  premiums  for 
low-income  elderly,  children  in  work- 
ing-class families  and,  in  many  states, 
pregnant  women  with  family  income 
(for  four)  of  up  to  $25,750.  Medicaid 
will  pay  for  an  estimated  60%  of  all 
births  in  Georgia  this  year. 

But  it's  not  just  pregnant  women 
and  children  who  benefit.  Financially 
strapped  states  such  as  California  and 
Michigan  plan  to  switch  to  the  Medic- 
aid tab  items  such  as  speech  therapy 
and  counseling  already  provided 
through  the  schools.  The  incentives 
are  perverse.  Some  Ohio  counties 
have  been  transporting  patients  to 
dialysis  in  "ambulettes"  instead  of 
cabs — at  triple  the  cost — because  un- 
limited Medicaid  fimds  are  available 
for  ambulettes  but  not  cabs.  Middle- 
class  older  folk  are  tapping  Medicaid 
to  pay  nursing  home  bills. 

You  can't  blame  people  for  looking 
hard  for  ways  to  pass  on  to  someone 
else  the  staggering  medical  bills  facing 
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Route  to  SaYin^ 


Advanced  U.S.  Postal  Service  technology  cuts  the  cost  of  member  mailings. 


ou'd  expect  the  world's  largest  travel  pub- 
lisher to  know  how  to  get  from  here  to  ^ 
there  faster  and  more  efficiently.  With  33 
million  members  nationwide,  the  American 
Automobile  Association  (AAA)  has  spent 
the  last  90  years  charting  the  most  logical 
and  scenic  routes  for  travelers.  It  should 

come  as  no  surprise,  then,  that      - 

AAA  has  found  a  more  direct  route  to  savings  in 
its  mail  operations.  By  working  in  partnership 
with  the  U.S.  Postal  Service,  AAA  has  developed  a 
new  mailing  system  that  keeps  the  organization 
moving  along  the  fastest  route. 

D r i y i  n g  To w a r d  t he  Fu t u r e 

Like  many  of  America's  largest  corporations  and 
growing  businesses,  AAA  constantly  looks  for 
ways  to  maximize  efficiency  and  lower  costs 
without  compromising  quality.  At  corporate 
headquarters,  this  task  is  the  responsibility  of 
Jonathan  Sargent,  manager  of  administrative  ser- 
vices. Sargent  manages  membership  rnailings  and 
dues  notices  that  serve  the  4.3  million  members 
of  12  individual  AAA  clubs  in  several  states. 

In  1989,  Sargent  realized  that  automating 
AAA's  mail  operations  would  not  only  increase 
efficiency,  but  allow  the  organization  to  save  money  in  mail- 
ing costs  by  taking  advantage  of  the  U.S.  Postal  Service's 
incentive  programs. 

Working  closely  with  Don  Kimmel,  manager  of  AAA's 
mernbership  system,  and  Chet  King,  AAA's  U.S.  Postal 
Service  account  representative,  Sargent  began  to  convert  the 
AAA  Divisions'  mailing  list  to  one  of  the  U.S.  Postal 
Service's  most  advanced  products,  ZIP+4®  barcoding. 

Whereas  the  ZIP  Code®  has  long  been  the  standard 
device  that  tells  the  Postal  Service  where  to  deliver  the  mail, 
the  simple  addition  of  four  more  digits  to  that  code  — 
ZrP+4  —  precisely  pinpoints  the  delivery  location,  for 
example,  to  the  block  on  a  street.  The  barcode  depicts 
the  ZIP+4  code  digitally,  so  an  optical  scanner  can  read  it. 
This  automates  and  therefore  speeds  the  sorting 
and  delivery  process,  from  the  presort  at  AAA  ^^~"" 

corporate  headquarters  to  distribution  across  the         CASE 
entire  nation. 


The  Proof  Is  in  the  Savings 

"All  along,  AAA  has  taken  advantage  of  available  technok)gy 
to  enhance  its  mailing  system,"  says  King.  "As  postal  automa- 
tion evolved,  their  use  of  new  technologies  evolved  with  it. 
That's  why  it  was  a  natural  for  them  to  incorporate  this  kind 
of  automation  a  little  sooner  than  everyone  else." 


Above: 

From  left  to  right:  Lou 

Coffman,  Don  Kimmel, 

Chet  King,  (from  the 

U.S.  Postal  Service), 

Judy  Beckford  and  Jon 

Sargent. 


Right: 

An  automated  insert 
machine,  which  sorts 
material  electronically. 


^ 


ZIP+4  produced  an  immediate 
annual  savings  of  $53,000  for  AAA. 
Barcoding  sweetened  that  by 
another  $35,000.  The  math  on  the  mailing  question  is  easy 
when  you  look  at  the  price  of  a  single  first-class  letter:  It  nor- 
mally costs  29  cents  to  mail,  but  only  24.8  cents  when  a  let- 
ter is  presorted  for  delivery.  If  you  add  ZIP+4,  the 
— —     rate  drops  to  24.2  cents,  and  barcoding  drives 

down  the  pcr-piece  cost  still  further  to  23.3  cents. 
While  the  savings  may  look  like  pennies,  if  you 
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multipiy^  those  pennies  by  millions  of  AAA  member  maiJ- 
ingSj  you  get  tremendous  cost  efficiencies. 

Other  Mail  Reaps  Strong  Rewards 

The  benefits  of  the  improved  system  are  not  limited  to  tradi- 
tional member  mailings.  AAA  sent  1 .5  million  barcoded 
postcards  under  a  reduced  rate.  "Our  goal  was  to  increase 
savings  while  improving  our  services,"  says  Sargent  "When 
you  achieve  that,  your  cash  flow  improves  as  well." 

As  King  r£members,  "When  I  told  Jon  about  other  mail 
options  available  to  him,  he  did  some  quick  calculations, 
looked  at  me  and  said,  'You're  right,  there's  money  to  be 
made  here  too.'  By  implementing  barcoding,  they've  been 
able  to  achieve  maximum  savings." 

List  Conversion  Made  Simple 

The  thought  of  revising  every  address  on  a  mailing  list  of  4.3 
million  names  would  send  a  shudder  through  any  organiza- 
tion. But  Sargent  recalls  nobody  lost  any  sleep  over  conver- 
sion from  a  traditional  mailing  list  to  the  ZIP+4  version. 
AAA  drew  upon  the  ZIP-i-4  conversion  services  of  one  of  the 
many  certified  Postal  Service  vendors. 

Says  Sargent:  "Each  quarter,  we  take  a  single  tape  of  our 
membership  file  and  send  it  to  our  conversion  vendor.  They 
scan  it,  input  necessary  address  changes  and  add  the  ZIP+4 
extension.  When  we  update  our  own  files  with  that  new 
information,  everything's  ready  for  the  next  mailing.  We  also 
use  the  Postal  Service's  Electronic  Address  Change  Service  on 
a  weekly  basis  to  maintain  our  current  member  files." 

ZIP+4  was  only  the  first  step  in  AAA's  mail  manage- 
ment program.  The  organization  also  installed  barcodes  in 
the  address  block.  "AAA  had  already  taken  the  first  step  in 
the  process  of  complete  mail  automation,"  says  King.  "Here 
was  another  opportunity  to  upgrade  their  system  and 
strengthen  efficiencies  even  further.  They  looked  at  the  facts 
and  figures  and  made  their  decision.  It's  our  job  to  make 
our  customers  aware  of  the^e  technologies  and  then  help 
integrate  them  into  a  quality  cost-saving  operation.  Once 
they  realize  the  efficiencies  in  both  labor  and  out-of-pocket 
postage  costs,  the  value  of  moving  to  an  automated  flow  of 
mail  becomes  readily  apparent." 

'Customization  Is  Easy 

In  }ust  12  hcmrs,  sl  team  of  AAA  computer  specialists  devel- 
oped a  mainframe  program  to  translate  the  ZlP+4  codes 
into  barcodes  that  would  dovetail  into  their  own  unique 
mailing  operation.  Normally,  the  barcoding  is  printed  in  a 
specific  place  on  the  envelope.  But  AAA  didn't  .want  to 
change  the  format  of  its  special  two-window  envelopes,  so 
the  team  worked  around  the  format  to  create  a  separate 
space  on  the'inserted  printed  piece  where  the  barcoding 
could  be  imprinted.  The  scanners  now  read  the  codes  right 
through  the  window. 

Following  this  success,  AAA  was  ready  to  refine  its 


automated  system  even  furthef.  Says  Sargent,  "The  coopera- 
tion and  innovative  thinking  we  received  fi-om  the  Postal 
Service  has  prompted  us  to  pursue  additional  automation 
improvements.  One  of  these  has  been  an  upgrade  to  laser 
printing  with  a  single  font  capable  of  producing  the  barcode 
itself  We  investigated  several  types  of  printers  and  found- 
that  hot  lasers  were  incompatible  with  our  plastic  member- 
ship cards.  So  we  chose  a  cold  laser  type  that  prints  the  bar- 
code and  gives  us  aclear,  smudge-free  document.  The  font 
itself  cost  less  than  $200." 

"Now  the  system  applies  the  barcode  onto  each  printed 
piece  as  it's  being  addressed,"  King  explains.  "There  was  no 
need  to  change  the  envelopes  or  disturb  any  part  of  their 
scheduling  procedure.  In  fact>  they've  been  able  to  get  mail- 
ings out  the  door  and  into  the  hands  of  members  more 
quickly  than  ever  before.  And  that  produces  a  double  bene- 
fit: AAA  saves  money  on  the  mailing,  and  the  membership 
dues  get  back  to  headquarters  sooner  because  of  the  in- 
creased speed  of  automated  delivery." 

Staying  on  the  Right  Road 

Applause  has  come  in  from  all  corners  of  the  organization. 
Says  Don  Kimmel,  "Our  future  depends  on  automation.  As 
long  as  we  work  hand- in -hand  with  the  Postal  Service,  we'll 
stay  on  the  right  roadand  continue  meeting  our  customers' 
needs.  They've  done  an*  excellent  job  for  us  at  AAA.  If  they 
can  give  other  businesses  throughout  the  nation  the  same 
quality  of  service  and  educational  assistance  they've  pro- 
vided to  us,  others  will  be  able  to  get  on  the  right  road  too." 
And  if  anyone  should  know  the  right  road,  it^s  AAA.  I 


Express  and  Priority  Mail  Services  Information 


For  more  information  on  advanced  postal  tecltnology, 
call  1-800-843-8777,  ext.  500. 

Express  and  Priority  Mail  Services  are  another  way  the  U.S. 
Postal  Service  can  help  your  company  increase  efficiency 
and  cut  mailing  costs. 

Here  are  some  tips: 

1.  Call  1-800-222-1811  for  Express  Mail®  and  Two  Day 
Priority  Mail™  pickup  and  Express  Mail  Computerized 
Tracking  and  Tracing. 

2.  Express  Mail  and  Two  Day  Priority  Mail  pickup  charges 
are  only  $4.50  per  pickup,  no  matter  how  many  pieces 
you've  got. 

3.  We  deliver  Express  Mail  365  days  a  year,  including 
Saturday,  Sunday  and  holidays.  Everyday  delivery  is  avail- 
able at  no  extra  charge. 

4.  You  can  drop  off  your  Express  Mail  and  Two  Day  Priority 
Mail  at  one  of  more  than  26,000  collection  boxes. 


In  1991,  ONE  company's  assets 

GREW    40%    IN    A    RECESSION    YEAR. 
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It 


HAS    RECEIVED    THE    HIGHEST 
POSSIBLE    RATINGS    FROM 

Standard  &  Poor's,  A.M. 
Best  and  Duff  &  Phelps.* 


Medicaid 

more  and  more  families.  But  is  it  really 
the  federal  government's  job  to  insu- 
late everyone  from  high  medical  and 
nursing  home  costs? 

As  Congress  has  passed  mandates 
increasing  the  financial  burden  on  the 
states,  so  the  states  have  shifted  costs 
to  an  increasingly  all-embracing  Med- 
icaid. Because  the  federal  government 
pays  an  average  of  57%  of  Medicaid 
costs  (and  more  in  poor  states),  that 
mosdy  means  shifting  costs  back  to 
federal  taxpayers. 

Using  crafty  accounting,  states 
have  accepted  "donations"  from  hos- 
pitals or  taxed  them  only  on  their 
Medicaid  revenues.  Each  dollar  taken 
in  by  a  state  that  way  received  federal 
matching  funds,  which  the  states  used 
to  kick  back  to  the  hospitals  their 
contributions,  and  more,  in  the  form 
of  higher  Medicaid  rates.  In  an  ex- 
treme case,  between  1986  and  1992, 
Alabama  (whose  Medicaid  program  is 
72%  funded  by  federal  taxpayers^  in- 
creased its  federal  Medicaid  grants  by 
$790  million.  The  state's  Medicaid 
spending  from  its  own  general  fund 
increased  by  only  $26  million.  The 
rest  of  its  share  came  from  new  taxes 
on  medical  services  and  from  shifting 
state  spending  for  such  services  as 
mental  health  onto  Medicaid. 

Such  finagling  of  federal  dollars 
accounts  for  about  half  of  fiscal 
1992's  35%  jump  in  Medicaid  spend- 
ing. Some  of  the  games  should  be 
curbed  by  a  deal  last  year  between  the 
state  governors  and  the  White  House. 
The  OMB  hopes  this  will  limit  future 
increases  in  Medicaid  spending  to 
16%  a  year,  or  more  than  twice  the 
expected  increase  in  medical  prices  in 
general.  Time  will  tell. 

The  states  have,  however,  been  left 
room  to  maneuver.  California  is  get- 
ting an  extra  $700  million  from  the 
feds  by  shuffling  its  county  public 
hospital  funds  through  Medicaid. 
And  Tennessee  has  slapped  a  $2,600- 
a-year  tax  on  all  nursing  home  beds  to 
get  around  new  rules  barring  taxes 
that  hit  only  Medicaid  revenues.  But 
the  state  will  rebate  up  to  90%  of  the 
tax  to  some  private  nursing  home 
patients. 

What  is  happening  here  is  that 
Congress  is  sneaking  through  the 
backdoor  toward  a  national  health 
plan  while  trying  to  stick  the  states 
with  nearly  half  the  bill.  At  the  same 
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time,  the  states  are  working  hard  to 
pass  as  much  of  the  buck  as  possible 
back  to  Washington — all  at  the  ulti- 
mate expense  of  taxpayers  and  the 
economy. 

Even  without  the  financial  games, 
the  Medicaid  bill,  on  unchanged  poli- 
cies, is  headed  for  the  skies.  The  full 
financial  impact  of  many  of  the  new 
mandates  has  yet  to  hit  home. 

One  example:  An  estimated  35%  to 
40%  of  all  children  under  the  age  of  6 
are  now  eligible  for  Medicaid,  but  at 
least  a  third  of  them  aren't  signed  up. 
Congress,  however,  mandated  in  the 
1990  budget  deal  that  workers  be 
stationed  at  hospitals  and  clinics  to 
find  and  enroll  these  children. 

A  1989  mandate,  that  all  children 
on  Medicaid  get  all  medically  needed 


Even  without  the 
financial  games, 
the  Medicaid  bill, 
on  unchanged  policies, 
is  headed  for  the 
skies.  The  full 
financial  impact  of 
many  of  the  new 
mandates  has  yet  to 
hit  home. 


services,  is  a  time  bomb  that's  already 
ticking.  Pediatricians,  teachers  and 
other  child  welfare  advocates  have 
sued  Pennsylvania,  charging  it  hasn't 
provided  the  extensive  services  this 
piece  of  law  requires.  Others  chasing 
federal  gravy  in  other  states  are  bound 
to  follow. 

Moreover,  Medicaid  must  increas- 
ingly pick  up  the  costs  of  premature 
and  drug- exposed  babies,  and  for 
AIDS  sufferers  and  others  who  are  left 
impoverished  by  medical  bills. 

The  states  cannot  afford  to  sustain 
the  Medicaid  largesse  on  their  own. 
For  example,  this  year,  even  after 
using  some  tricks  to  pass  costs  back  to 
the  feds,  Florida  had  to  funnel  two- 
thirds  of  all  new  state  general  revenues 
to  Medicaid,  crowding  out  spending 
for  other  needs.  Faced  with  the  same 
crowding  out,  Colorado's  legislature 
voted  this  year  to  drop  out  of  Medic- 
aid. The  governor  vetoed  the  bill,  but 
the  message  was  clear.  There  has  to  be 
a  better  way  to  provide  health  care  to 
the  poor.  WM 
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Its    INVESTMENT    PORTFOLIO    IS 

the  strongest  in  its  industry. 
By  a  wide  margin. 


No  wonder  it's 
the  fastest-growing  life 

insurance  company  in 
America.**  Hartford  Life. 

In  these  uncertain  times, 
policyholders  and  investors  seek   financial   s'rength  and 

stability.   The  ITT  Hartford  Life  Insurance 

Companies  offer  a   conservative  investment  strategy  and 

a   182-year  tradition  of  strength  and   trust. 


*  Standard  &  Poor's  AAA,  Duff  &  Phelps  AAA,  A.M.  Best  A++ 
**  Among  America's  top  20  life  insurance  companies. 


HARTFORD 


HOW  TO  SURVIVE  IN  A  CHANGING  ECONOMY 
AS  REVEALED  BY  GUMBY 


Upturns,   downturns,   recessions,   depressions,   sudden 
recoveries,  and  slumps.  Companies  that  can't  bend  with 
change  are  companies  that  can't  survive  it. 
Olsten    has   the   solution:    flexibility. 
With  Olsten's  Flexible  Workforce, 
you  can  reduce  overhead  and 
improve  efficiency  by  utilizing  people 
only  when  you  need  them.  During 
slower  periods,  maintain  a  core 
staff   of   full-time    workers. 
During   peak   periods,    supplement   that   staff  with   Olsten 
temporary  workers.  Your  staff  works  more  efficiently.  More 
productively.  And  your  company  sustains  its  competitive  edge. 
So  make  Olsten  your  partner  for  the  future.  Olsten  can  supply 
you  with  the  innovative  thinking  and 
long-term  planning  that  make  a  company 
more  resilient.  Because  in  business  today, 
to  be  tough  you  have  to  be  flexible. 

©  1991  The  Olsien  Corporaiion  Pfinicd  in  ihc  USA  EOE  M/F/HA'  Gumby  and  Gumby  characicrs  are  TM  &  ©  1991  Prcma  Toy  Co  ,  Inc  All  RIghis  Reserved 


Temporary  Services 


THE      WORKING      SOLUTION' 


OBSERVATIONS 


With  Hurricane  Andrew,  as  with  S&Ls 

and  Social  Security,  government  "insurance" 

is  neither  efficient  nor  fair. 

Mispricing 
the  risks 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

-n  Stanford,  Calif. 


.\s  PEOPLE  STRUGGLE  to  put  their  lives 
back  together  in  Florida  and  Louisi- 
ana in  the  wake  of  Hurricane  Andrew, 
they  are  likely  to  get  the  money  they 
need  from  their  insurance  companies 
far  more  quickly  than  they  get  much- 
heralded,  but  slow-moving,  help 
from  the  federal  government. 

The  bottom  line  politically  is  that 
the  President  gets  credit  for  showing 
up  at  a  disaster  scene,  expressing  his 
compassion  and  announcing  that  fed- 
eral help  is  on  the  way.  For  the  insur- 
ance companies,  the  bottom  line  is 
that  they  have  to  get  money  to  their 
customers  in  the  disaster  area  if  they 
want  to  maintain  a  reputation  that  will 
hold  other  customers. 

Under  these  conditions,  it  is  hardly 
surprising  that  insurance  companies, 
operating  under  the  pressures  of  com- 
petition, find  it  necessary  to  move 
faster  than  government  employees, 
who  get  paid  the  same  salaries  wheth- 
er the  money  reaches  disaster  victims 
■earlier  or  later. 

Private  insurance  is  more  efficient 
than  government  in  a  more  ftmda- 
mental  way  as  well.  Economic  pres- 
sures not  only  operate  on  the  insur- 
ance companies,  but  also  on  their 


customers,  who  can  minimize  their 
insurance  premiums  by  minimizing 
the  risks  they  run  in  the  first  place. 

Premiums  are  higher  for  people 
who  choose  to  live  in  higher-risk  loca- 
tions, work  in  higher-risk  occupations 
or  operate  their  businesses  in  higher- 
risk  ways.  While  insurance  companies 
vary  the  premiums  with  the  risk  as  a 
matter  of  economic  self-preservation, 
the  systemic  effect  on  the  economy  as 
a  whole  is  that  risks  are  minimized 
throughout  the  society,  consistent 
with  other  objectives  that  make  peo- 
ple willing  to  pay  a  certain  amount  to 
do  risky  things. 

Such  incentives  and  results  are  often 
missing  in  government-provided  ser- 
vices that  call  themselves  "insurance," 
as  well  as  in  other  government  activi- 
ties that  take  on  some  aspects  of  insur- 
ance, such  as  disaster  relief.  Before 
looking  forward  to  government-pro- 
vided or  government- controlled  "na- 
tional health  insurance,"  it  may  be  well 
worthwhile  to  look  back  at  some  other 
government  "insurance." 

When  the  Social  Security  System 
was  created  back  in  the  1930s,  it  was 
promoted  politically  as  an  insurance 
system,  when  in  fact  it  was  nothing  of 
the  sort.  Neither  is  the  Federal  De- 
posit Insurance  Corporation. 

A  viable  insurance  system  must 
have  enough  assets  to  cover  its  liabil- 
ities— which  is  another  way  of  saying 
that  policyholders  pay  for  their  own 
risks  and  costs!  That  has  never  been 
true  of  Social  Security,  which  is  run 
much  more  like  a  pyramid  club. 

Those  who  first  joined  the  Social 
Security  System  received  their  mon- 
ey back  several  times  over,  but  of 
course  that  could  continue  only  so 
long  as  growing  numbers  of  new 
people  joined  the  pyramid.  It  works 


fine  when  the  large  generation  of 
baby  boomers  pays  for  benefits  for 
the  small  generation  born  during 
the  1930s,  but  when  the  baby 
boomers  themselves  retire,  the  pyra- 
mid gets  shaky. 

The  most  likely  outcome  is  some 
combination  of  higher  premiums  for 
the  working  population  of  the  21st 
century  and  partial  default  on  the 
benefits  promised  to  retirees,  whether 
through  taxation  of  their  benefits  or 
inflation  of  the  currency  in  which 
those  benefits  are  paid. 

Government  "insurance"  of  banks 
and  savings  and  loan  associations 
would  be  more  accurately  described 
as  blank-check  underwriting  of  incal- 
culable risks.  When  the  existing  ftind 
set  aside  to  compensate  depositors  in 
failed  banks  and  s&Ls  turns  out  to  be 
inadequate,  Congress  simply  appro- 
priates more  money. 

Instead  of  having  deposit  insurance 
premiums  vary  with  the  degree  of 
riskiness  of  a  bank's  investments,  the 
safer  banks  have  to  subsidize  the  riski- 
er ones.  Subsidized  risks,  like  subsi- 
dized agricultural  crops,  tend  to  be 
larger  than  they  would  be  otherwise. 

In  other  areas  as  well,  the  govern- 
ment promotes  riskier  behavior  by 
putting  the  costs  of  those  risks  on 
other  people,  rather  than  on  those 
who  choose  to  take  the  risks. 

Government-provided  disaster  re- 
lief also  bears  some  superficial  resem- 
blance to  insurance,  but  it  too  subsi- 
dizes riskier  behavior  than  that  under 
private  insurance  provided  through 
the  marketplace.  Build  your  home  in 
an  area  repeatedly  flooded  or  hit  by 
hurricanes,  or  in  wooded  California 
hills  subject  to  severe  fire  dangers,  and 
those  risks  are  going  to  show  up  in 
bigger  home  insurance  premiums. 
But  federal  disaster  relief  puts  those 
costs  on  the  taxpayers. 

Government  regulation  of  private 
insurance  often  pushes  in  the  same 
direction.  Automobile  insurance  reg- 
ulation often  forces  safe  drivers  to 
subsidize  reckless  drivers,  which  of 
course  has  the  effect  of  allowing  more 
reckless  drivers  on  the  road,  instead  of 
pricing  them  out  of  their  automo- 
biles. "Gay  rights"  laws  will  likewise 
force  the  huge  risks  and  costs  of  aids 
onto  the  general  public. 

Let  insurance  be  insurance,  not  an- 
other illusion  of  a  free  lunch.  ^M 
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UTILITIES       FUND 


IN  i  752, 

Fran  kli n 

DISCOVERED  THE 

AWESOME  POWER  OF 

ELECTRICITY  AND 

CHANGED  THE  WORLD 

FOREVER. 


Average  Annual  Total  Returns' 

1-Year 

5-Year 

10-Year 

16.15% 

9.67% 

14.87% 

It  seems  only  natural  that  the 

company  bearing  his  name  was 

the  first  to  offer  investors  a 

utilities  fund. 

♦ 
The  Franklin  Utilities  Fund, 
well-established  for  over  40 
years,  invests  in  the  securities 
of  public  utilities,  primarily  in 
the  country's  fastest  growing 
regions.  The  investment 
objectives:  current  income  and 
capital  appreciation. 

♦ 

Call  your  investment  advisor  or 

Franklin  today. 

1-800-342-FUND 
EXT      1243 


Yes!  I  would  like  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  Utilities 
Fund,  including  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest  or  send 
money. 


I  am  currently  a  Franklin  shareholder. 


Name 


Address 


City/State/Zip 


Daytime  Phone 


FOB92 
1243 


Franklin     Distributors,    Inc. 

Member  $63  Billion  Franklin  Group  of  Funds®  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 


f  Returns  for  the  period  ended  6/30/92  include  the  maximum  4%  sales  charge  and  assume  reinvestment  of  dividends  at  the  offering  price 
and  capital  gains  at  net  asset  value.  Investment  return  and  principal  value  will  fluctuate  so  that  your  shares,  when  redeemed,  may  hv 
worth  more  or  less  than  their  original  cost.  Past  performance  does  not  guarantee  future  results. 


Bill  Cosby  began  his  television  career  making  $1,250  an  episode. 
Then  he  decided  to  be  a  capitalist  rather  than  just  a  high-paid  employee. 

Bill  Cosby, 
capitalist 


By  Randall  Lane 

In  the  spring  of  1978  Bill  Cosby 
needed  a  new  lawyer.  He  invited  Her- 
bert Chaice,  a  partner  at  the  New 
York  firm  of  Patterson,  Belknap, 
Webb  and  Tyler,  to  his  home  outside 
Amherst,  Mass.  Cosby  was  doing 
well  with  successful  comedy  records 
and  nightclub  appearances.  "You're 
not  rich,"  Chaice  told  him.  "You're 
just  well  paid."  That  was  it.  Cosby 
hired  him. 

Today  William  H.  Cosby  Jr.  is  rich 

by  anybody's  standards.  With  a  net 

worth  topping  $300  million,  he'll  be 

joining  The  Forbes  Four  Hundred 

next  month  as  the  richest  entertainer. 

He  got  rich  by  recognizing — with 

technical  help  from  Herb  Chaice  and 

a  team  of  advisers — that  it  is  better  to 

act  and  own  than  just  to  act.  Among 

I  entertainment     figures,     entrepre- 

I  neurs  David  Geffen,  Lew  Wasser- 

!  man  and  Aaron  Spelling  are  on  The 

!  Forbes  Four  Hundred.  Performers 

I  Madonna,  Arnold  Schwarzenegger 

1   and  Sylvester  Stallone   are   merely 

,   extremely  well  paid. 

Look  at  Cosby's  new  project,  a 
remake  of  Groucho  Marx's  classic 
Tou  Bet  Tou^  Life.  The  show  has  been 
touted  as  a  sure  hit.  If  it  is,  Cosby 
keeps  one-half  of  all  profits.  If  it  fails, 
he  still  draws  a  sizable  salary.  Risk: 
minimal.  Reward:  almost  unlimited. 
1  Like  most  entertainers,  Cosby 
'.  would  rather  make  money  than  talk 
about  it.  He  refijsed  to  be  interviewed 
for  this  article  and  even  squelched  an 
interview  Forbes  arranged  with  his 
brother,  Russell. 

The  son  of  a  Navy  steward  and  a 
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Bill  Cosby 


maid,  Cosby  grew  up  poor  in  North 
Philadelphia.  Comedy  came  early;  he 
dropped  out  of  Temple  University  to 
hit  the  nightclub  comedy  circuit  in 
1962.  He  signed  with  the  William 
Morris  Agency  and  appeared  on  the 
Tonight  Show  within  a  year.  From 
there  he  was  discovered  by  producer 
Sheldon  Leonard,  who  made  Cosby 
the  first  black  co-star  on  network 
television,  pairing  him  with  Robert 
Culp  in  1964  for  the  hit  detective 
series  I  Spy.  Cosby  won  three  Emmys. 
His  pay:  $1,250  an  episode. 

"He  seemed  to  be  spending  money 
as  fast  as  he  made  it,"  recalls  Leonard. 
Instead  of  merely  complaining  about 
how  fast  the  money  rolled  out,  Cosby 
decided  to  do  something  about  it.  He 
fired  his  personal  manager  and  hired 
Chaice  and  accountant  Alex  Silver- 
man to  work  with  agent  Norman 
Brokaw.  Today  Brokaw  handles  ne- 


the  public  eye.  By  1983,  even  though 
he  hadn't  had  a  show  in  eight  years,  he 
was  as  much  of  a  brand  name  as  any  of 
the  products  he  pitched.  Which  is  why 
production  companies  jumped  when 
he  said  he  wanted  to  try  a  series  again. 
Former  abc  executives  Tom  Werner 
and  Marcy  Carsey  won  the  Cosby 
lottery.  Their  program  was  a  sort  of 
black  Father  Knows  Best. 

Cosby  wanted  more  than  the  usual 
star  deal — fat  salary,  star  perks  and  a 
small  residual.  He  wanted  an  equal 
split  of  all  profits.  The  deal  was  not 
unprecedented:  Jackie  Gleason  and 
Milton  Berle  had  both  received  a 
sizable  stake  in  their  shows  back  in  the 
Fifties  and  Sixties.  A  few  TV  actors  of 
more  recent  vintage,  Tom  Selleck  in 
Magnum,  P.I.  and  Ricky  Schroder  in 
Silver  Spoons,  have  gotten  a  small 
piece  of  the  action,  but  none  got  a 
straight  split. 


Bill  Cosby's 

newest: 

"You  Bet  Your  Life" 

Risk:  minimal. 

Reward:  almost 

unlimited. 


gotiation,  Chaice  oversees  a  ten-law- 
yer team  that  does  contract  work  and 
litigation  and  Silverman  prepares  his 
taxes.  Camille  Cosby,  Bill's  wife, 
oversees  the  balance  sheet. 

What  you  have  here  is  a  regular 
business  with  Cosby  as  both  principal 
product  and  chief  executive  officer, 
and  his  wife  as  chief  financial  officer. 
"It's  not  a  matter  of  Colonel  Tom 
Parker  and  Elvis  anymore,"  Cosby 
told  Forbes  in  1987,  referring  to 
Elvis  Presley's  agent,  who  dominated 
the  singer's  career  and  kept  at  least 
half  his  gross. 

After  I  Spy,  Cosby's  only  real  televi- 
sion success  was  the  Fat  Albert  car- 
toon series,  the  keystone  of  his  great- 
est asset:  a  wholesome  humor  that 
appealed  to  kids.  It  helped  sell  Cosby 
as  pitchman  for  JELL-O,  Kodak  and 
Coca-Cola. 

That  exposure  kept  his  stand-up  act 
doing  well — and  it  also  kept  him  in 
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NBC's  Cosby  Show  was  the  third- 
rated  program  for  1984-85  and  num- 
ber one  for  the  next  four  seasons. 
Cosby  pocketed  over  $50  million. 

Good  money,  to  be  sure.  But  the 
jackpot  came  from  syndication.  In 
1980  there  were  about  100  indepen- 
dent stations  reaching  less  than  two- 
thirds  of  American  homes.  Then  the 
FCC  relaxed  restrictions.  By  1990  in- 
dependents numbered  335,  covering 
almost  the  entire  nation.  The  new 
stations  were  hungry  for  product.  "It 
was  an  absolute  feeding  frenzy,"  says 
Paul  Bricault,  an  analyst  at  Paul  Kagan 
Associates. 

And  one  of  the  biggest  beneficiaries 
was  Bill  Cosby.  By  the  time  the  Cosby 
Show  was  ready  for  syndication,  in 
early  1987,  stations  talked  of  paying 
whatever  it  took — even  taking  a 
loss — to  get  a  proven  winner  like 
Cosby.  The  bids  came  in  even  higher 
than  expected,  most  doubling  previ- 
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ous  highs.  New  York's  wwor-tv  paid 
$250,000  an  episode — three  times 
more  than  it  had  ever  paid  for  a  half- 
hour  sitcom. 

Today  the  Cosby  Show  has  taken  in 
more  than  $1  billion.  The  distributor 
takes  one-third,  leaving  the  rest  to  be 
split  between  Cosby  and  Carsey- Wer- 
ner: a  $333  million  pretax  payoff  for 
each.  The  original  five-year  contracts 
have  expired  and  the  show  has  been 
sold  a  second  time.  In  1996  it  will  be 
resold  for  a  third  run. 

Confident  in  his  products,  Cosby 
has  continued  to  insist  on  a  piece  of 
the  equity.  When  the  Cosby  Show  led 
to  a  spinoff,  A  Different  World.,  he 
again  took  a  cut  of  syndication  profits. 
Syndication  rights  should  be  worth  at 
least  $35  million  to  him  by  1994. 

Cosby  the  author  also  has  a  stake. 
After  three  bestsellers  (Fatherhood., 
Time  Flies  and  Love  and  Marriage), 
his  publisher,  Doubleday,  offered  a 
substantial  advance  for  a  fourth:  $4 
million.  Cosby  instead  jumped  to 
Putnam  Books.  The  deal:  no  advance, 
but  half  of  all  profits.  Again,  if  Putnam 
makes  money,  so  does  Cosby. 

His  endorsement  fees,  roughly 
$1.5  million  to  $2  million  per  brand 
annually,  are  among  the  top  in  the  ad 
business.  But  selling  isn't  enough.  In 
1982  Cosby  approached  Coca,-Cola 
about  owning  a  piece  of  the  action. 
Coke  executives  put  him  in  touch 
with  J.  Bruce  Llewellyn,  a  multimil- 
lionaire entrepreneur,  and  Cosby  in- 
vested several  million  dollars  in  Coca- 
Cola  Botding  of  New  York.  Llewellyn 
reports  Cosby's  fortune  here  has  blos- 
somed along  with  Coke's. 

With  Tou  Bet  Tour  Life,  Cosby  is 
selling  straight  into  the  syndication 
market.  The  producers,  expecting  a 
hit,  guaranteed  adverdsers  that  be- 
tween 10%  and  13%  of  TV  households 
will  watch  Tou  Bet  Tour  Life  five  times 
a  week,  depending  on  the  market. 
Initial  ratings  indicate  Tou  Bet  Totir 
Life  will  do  well  but  fall  toward  the 
low  end  of  their  range. 

Even  so,  their  target  is  good  busi- 
ness. Better  to  give  bonus  ads  or 
refiind  money  if  the  show  doesn't 
reach  its  goals  than  sell  at  too- low 
prices  if  it  does.  The  show  could  bring 
in  $75  million  annually  in  revenues; 
after  costs,  that  would  put  another 
$25  million  or  so  in  Cosby's  pocket 
every  year — a  nice  little  annuity.    ^ 


Forbes  ■  September  28,  1992    , 


It's  been  a  good  year  for  cowboys  and  comics,  Madonna  and  magic. 
Here  are  Forbes'  Top  40  earning  entertainers  for  1992. 

The  Top  40 


By  Peter  Newcomb  and  Jean  Sherman  Chatzky 


For  six  years  running  Forbes  has 
estimated  the  earning  power  of  the 
world's  top  entertainers.  In  three  of 
the  six,  TV  star  Bill  Cosby  has  tuned  in 
to  the  top  spot. 

This  year  it's  Cosby  across  the 
board.  He  continues  to  collect  his 
share  of  the  over  $1  billion  in  syndica- 
tion revenue  from  the  sale  of  The 
Cosby  Show.  Add  to  that  his  million- 
dollar  executive  producer  fees  and 
endorsement  deals,  and  Cosby  should 
pull  in  some  $98  million  over  two 
years.  Up  next  for  the  comedian:  Tou 
Bet  Tour  Life,  his  redo  of  the  1950s 
game  show  that  featured  Groucho 
Marx.  If  the  show  performs  half  as 
well  in  the  ratings  as  Cosby,  the  cigar- 
chomping  Coz  should  stay  near  the 
■  top  of  our  ranking  for  years  to  come. 

Second  to  Cosby  is  TV  talk  show 
hostess  Oprah  Winfrey.  Winfrey's 
show  is  seen  in  over  99%  of  the  na- 
tion's TV  markets,  as  well  as  in  55 
countries.  Her  new  deal  with  King 
World  should  make  her  a  near  lock  for 
the  top  slot  next  year. 

The  list's  highest-ranked  newcom- 


er is  an  unassuming  Oklahoman 
named  Garth  Brooks  (Forbes,  Mar. 
2).  With  a  road  show  that  combines 
Led  Zeppelin  with  Roy  Rogers, 
Brooks  has  become  the  biggest  coun- 
try music  star  since  Hank  Williams. 
His  records  have  sold  over  20  million 
copies,  and  his  concert  tour  has  been 
one  of  the  few  bright  spots  for  the 
nation's  concert  promoters  this  year. 
Brooks  makes  his  debut  at  number 
13,  lassoing  $44  million  in  two  years. 
Some  old  Hollywood  hands  finally 
grab  new  Hollywood  green  this  year 
as  Dustin  Hoffrnan  and  Robert  De 
Niro  join  our  ranks.  De  Niro,  bol- 
stered by  his  hair-raising  performance 
in  Cape  Fear,  now  commands  up- 
wards of  $4  million  a  picture — and 
he's  made  several  this  year.  As  did 
new  entry  Robin  Williams  and  tinsel 
tycoon  Steven  Spielberg,  Hoffman 
gambled  by  taking  small  upfront  fees 
for  his  work  in  the  Peter  Pan  update 
Hook,  divvying  up  some  40%  of  the 
picture's  gross  instead.  The  deal  paid 
off  when  Hook  grossed  over  $250 
million.  Video  sales  further  added  to 
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William  H.  Cosby  Jr.       !J 
actot,  comedian,  author 

1992  $40,000,000 
1991  $58,000,000 
Total    $  98,000,000 


iK 


Oprah  Winfrey 

TV  host,  film  producer 

1992  $46,000,000 
1991  $42,000,000 
Total    $  88,000,000 


the  trove. 

Out  of  this  year's  hat  springs  presti- 
digitator David  Copperfield.  Copper- 
field  levitates  railroad  cars,  makes  jet 
airliners  disappear  and  escapes  Hou- 
dini-like  from  imploding  buildings 
while  shackled  and  chained.  His  tour 
schedule  is  equally  death-defying,  of- 
ten running  to  over  ten  shows  a  week. 
He  appears  this  year  at  the  seven- 
teenth spot.  His  two-year  take:  $35 
million. 

Dropping  off  the  list  this  year  is 
Simpsons  creator  Matt  Groening.  Also 
off  the  bottom  of  the  chart  are  reha- 
bilitated rockers  Aerosmith,  ex-Beatie 
Paul  McCartney  and  piano  man  Billy 
Joel.  And  after  going  back  to  the 
future  perhaps  one  too  many  times, 
actor  Michael  J.  Fox  makes  his  exit. 
White  rapper  Robert  Van  Winkle, 
a.k.a.  Vanilla  Ice,  held  last  place 
among  the  Top  40  in  1991  but 
slipped  off  it  in 
.1992. 

Rock  is  slipping. 
Country  music  and 
magic  are  in. 
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Kevin  Costner 
actor,  director 

1992  $21,000,000 
1991  $50,000,000 
Total    $  71,000,000 
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New  Kids  On  The  Block 
pop  music  group 

1992   $    8,000,000  '^ 

1991    $54,000,000 
Total    $  62,000,000 


k 


director,  producer 

1992  $30,000,000 
1991  $27,000,000 
Total    $57,000,000 


ir 


Michael  Jacks 
pop  singer 

1992  $26,000,000 
1991  $25,000,000 
Total    $  51,000,000 


^ 


GunsJTlioses 
rocl(  group 

1992  $26,000,000 
1991  $21,000,000 
Total    $47,000,000 


^ 


Johnny  Carson 
TV  liost,  producer ' 

1992  $15,000,000 
1991  $30,000,000 
Total    $  45,000,000 
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Prince                    'VHI 

pop  singer 

1992 

$  35,000,000 

1991 

$  10.000,000 

Total 

$  45,000,000 

^ 


U2 

rock  group 

1992 

$27,000,000 

1991 
Total 

$    9,000,000 
$  36,000,000 
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David  Copperfield 

i 

\ 

Tom  Cruise 

Illusionist 

-^ 

\^ 

actor 

1992    $20,000,000 

^%l 

W^ 

1992   $18,000.0 

1991    $15,000,000 

IJ^ 
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1991   $15,000,0 

Total    $35,000,000 

r 

> 

Total    $33,000.0 
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Charles  M.  Schuiz 
cartoonist 

1992  $24,000,000 
1991  $25,000,000 
Total    $  49,000,000 
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Madonna 

pop  singer,  actress 

1992  $24,000,000 
1991  $24,000,000 
Total    $  48,000,000 


ir 


Garth  Brooks 
country  music  singer 

1992  $24,000,000 
1991  $20,000,000 
Total    $  44,000,000 
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Arnold  Schwarzenegger 
actor 

1992  $28,000,000 
1991  $15,000,000 
Total    $  43,000,000 


k 


Mel  Gibson 

actor  I 

1992  $22,000,000 
1991  $10,000,000 
Total    $  32,000,000 


ik 


The  Grateful  Dead 
rock  group 

1992  $15,000,000 
1991  $16,000,000 
Total    $  31,000,000 


Julio  Iglesias 
pop  singer 

1992  $25,000,000 
1991  $23,000,000 
Total    $  48,000,000 


Eddie  Murphy 
actor,  comedian 

1992  $24,000,000 
1991  $16,000,000 
Total    $  40,000,000 


^ 
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Dustin  Hoffman 
actor 

1992 

$  23,000,000 

1991 
Total 

$    7,000,000 
$  30,000,000 
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Cameron  Mackintosh 
producer 

1992  $12,000,000 
1991  $15,000,000 
Total    $27,000,000 


.4 

Sylvester  Stallone 
actor 

1992    $16,000,000 
1991    $10,000,000 
Total    $26,000,000 

Andrew  Uoyd  Webber 
composer,  producer 

1992  $14,000,000 
1991  $12,000,000 
Total    $26,000,000 
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Jackr 
actor 
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1992 
1991 
Total 

$  14,000,000 
$  10,000,000 

$  24,000,000 
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John  Hughes 

writer,  producer,  director 

1992  $  4,000,000 
1991  $20,000,000 
Total    $24,000,000 


■A- 


Arsenio  Hall 

TV  boat,  comedian 

1992  $12,000,000 
1991  $12,000,000 
Total    $  24,000,000 
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Stephen  King 

novelist,  screenwrltitf^^^ 

1992  $15,000,000 
1991  $13,000,000 
Total    $  28,000,000 


^ 
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Hammer 

rap  singer 

1992 

$  16,000,000 

1991 

$  12,000,000 

Total 

$  28,000,000 

Robin  Wiiiiams 

actor,  comedian 

1992 

$  20,000,000 

1991 

$    7,000,000 

Total 

$27,000,000 
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Roliert  De  Niro 

actor 

1992 

$  14,000,000 

1991 

$  11,000,000 

Total 

$  25,000,000 

^ 


Tlie  Roiling  Stones 
rocli  group 

1992  $14,000,000 
1991  $11,000,000 
Total    $  25,000,000 


"^ 


Bruce  Wiiiis 
actor 

1992  $10,000,000 
1991  $15,000,000 
I  Total    $25,000,000 


K 


Franit  Sinatra 

cinder 

1992 

$    9,000,000 

1991 

$  14,000,000 

Total 

$  23,000,000 

Sean  Connery 

actor 

1992 
1991 

$    9,000,000 
$  13,000,000 

Total 

$  22,000,000 

Janet  Jacltson 
pop  singer 

1992  $  4,000,000 
1991  $18,000,000 
Total    $22,000,000 
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er,  aitbag,  ahtHocl^i 
uM've  spent  thousam 


Put  yourself  behind  the  leather-wrapped  wheel  of  the  new  Pontiac  Bonneville®    ^ 
andthe  answer's  clear.  Especially  when  you  get  the  great  handling  of  its  4'Wheel , 
independent  suspension  and  all  the  power  of  its  smooth  3.8  liter  engine.  % 

There's  even  the  sure  grip  of  standard  anti-lock  hrakes,  the  safety  of m 

^   astandardairbag,andtherichnessofavailable1eather  seating  areas. 
;    Put  Bonneville's  performance  and  features  up  against  the 
Jmus  or  the  BMW.  Then  compare  price.  With  Bonneville    - 
at  least  $10,000  to  $15,000  less*  there's  no  question 

where  real  driving  excitement  resides.  At  your  mm  --    ^  n 

Pontiac  dealer,  of  course.  ^Kkhr  ^ 


mm 
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,    'Based  on  1992  MSRP  of  Lexis  LS40D,  BMW  5  and  7  Series.  Level  of  equipment  varies. 
^  POfilTIAC  CARES...  witti  an  extensive  3-year/3S,000-mile,  no-deductible  vvarranty  (see  your  dealer  for  terms  of  this  limited  wananty)  plus  24-liourflo^^ 
^^^^    Call  toll-free  1-800-762-4900  for  more  product  information  and  dealer  locations.  S »  Buckle  Up.  America!  i^  1992  BM  Corp  All  rigfits  reserved 
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The  New  Bonneville. 
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PONTIAC. 

WE  ARE  DRIVING  EXCITEMENT 


Will  it  cost  your  company 
your  company? 


SCi 


Ready  for  one  of  the  most  difficult  challenges  ever  to  confront 
corporate  America?  One  that's  estimated  to  cost  up  to  $400  billion. 

New  FASB  regulations  will  force  companies  to  measure  and  post 
as  a  debit  their  health  expense  obligation  to  current  and  future  retirees. 

The  effect  of  this  new 
liability  on  your  financial 
statements  could  be 
enormous.  In  fact,  some 
corporations  could  see 
profits  cut  by  as  much  as 
25%.  And  now  is  the 
time  for  you  to  address  it 
We  can  help.  We  offer 
actuarial,  retirement  and 
health  benefits  expertise. 
We  can  correctly  assess 
your  current  situation. 
And  help  you  better 
prepare  for  the  future. 
We  will  do  everything 
from  measuring  your 
expense  and  liability  to 
evaluating  plan  redesign  alternatives  and  advance  funding  options. 

The  end  result:  we'll  help  you  minimize  the  financial  impact  of  these 
regulations  and  still  enable  you  to  remain  responsive  to  the  benefit 
needs  of  employees.  Write  or  call  Mark  Lynch,  CIGNA  Employee 
Benefits  Services,  Dept  M-50,  Hartford,  CT  06152,  (203)  725-2186. 
After  all,  the  clock  is  ticking. 


wn 


We  get  paid  for  results? 


CIGNA 


In  the  name  of  recovering  money  for  the  taxpayer, 
two  government  agencies  are  destroying  the 
livelihoods  of  innocent  people  and 
scaring  bankers  into  closing  their 
loan  windows. 


What 
did  pop 
expect  to 
happen  when  he 
gave  the  kid  his 
credit  card^ 


By  Gretchen  Morgenson 

Richard  Blair,  69,  a  lawyer  who  lives  in  McLean,  Va., 
was  much  like  the  other  outside  members  on  the  board  of 
McLean  Savings  &  Loan,  a  medium-size  Virginia  thrift. 
He  was  chosen  for  the  position  because  of  his  local 
prominence  and  business  connections.  In  1975  he  joined  a 
retired  army  general,  a  newsletter  editor,  a  book  publisher 
and  a  psychiatrist  on  the  board,  along  with  several  of  the 
bank's  managers. 

Late  one  Friday  afternoon  in  July  1988  the  Federal 
Deposit  Insurance  Corp.  stormed  McLean's  headquar- 
ters— making  sure  that  a  local  television  news  crew  was 
there  to  record  the  event — and  locked  the  doors.  The 
thrift  failed.  McLean  had  lost  millions  through  a  mortgage 


subsidiary  that  wrote  too  many  home  loans  in  Texas. 

Thus  began  an  ordeal  for  Blair  and  his  family. 

To  recover  some  of  the  money  the  government  lost  in 
paying  off  McLean's  depositors,  the  fdic  sued  the  s&l's 
officers  and  directors,  alleging  breach  of  fiduciary  duty  and 
gross  negligence  in  loan  practices.  Blair  was  amazed  to  find 
himself  a  defendant.  He  had  even  voted  no  on  one  of  the 
loans  that  the  government  said  was  negligently  made. 
Even  more  shocking:  For  most  of  the  time  that  the 
allegedly  negligent  lending  had  taken  place,  Blair  had  been 
lying  comatose  in  a  hospital  bed. 

All  three  magistrates  in  the  Eastern  District  of  Virginia 
that  have  presided  over  the  McLean  case  at  various  times 
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S&L  mess 


Standing,  left  to 
right:  Richard  Blair, 
John  Harn  II, 
Major  General 
Lloyd  Ramsey, 
Marshall  McClean, 
Harvey  Cohen, 
Robert  Goldsten, 
John  Harrison, 
Sandra  Hughes, 
Thomas  Leonard  III; 
kneeling:  Frank 
Howard,  Vincent 
Callahan  Jr., 
Jack  Wuerker, 
Jonathan  Schraub 
McLean  S&L's 
board  and  lawryers 
have  won  two 
battles  against 
the  FDIC.  But  not 
the  war. 


have  criticized  the  FDiC  for  improper  conduct  or  for  failure 
to  follow  rules  or  prior  court  orders.  The  last  judge 
ordered  the  agency  to  pay  $6,600  in  court,  transcript  and 
deposition  costs  because  the  fdic's  case  was  abusive. 

Still,  the  FDIC  presses  on,  regardless  of  cost  and  regard- 
less of  the  merits  of  its  case.  This  is  a  government  agency 
utterly  out  of  control,  terrorizing  innocent  bystanders  and 
frequendy  costing  the  taxpayers  far  more  in  legal  fees  than 
it  is  recovering. 

To  date,  the  fdic  has  spent  an  estimated  $10  million  on 
its  case  against  the  Virginia  thrift's  officers  and  directors. 
The  defendants  have  spent  about  $1  million.  Recovery  to 
the  fdic:  $40,000  so  far,  from  two  officers  settling, 
immediately  for  $20,000  each.  Most  of  the  other  defen- 
dants, including  Blair,  are  still  fighting.  The  legal  bills  will 
continue,  since  the  fdic  is  appealing  yet  again. 

Why  this  miscarriage  of  justice,  this  waste  of  taxpayer 
money.>  Because  the  private  law  firms  that  have  been  hired 
to  recover  money  lost  in  bank  and  thrift  failures  are  billing 
by  the  hour  for  their  services.  They  have  no  real  incentive 


to  setde  cases  and  every  incentive  to  drag  them  on. 

No  matter  how  absurd  their  claims,  or  how  little  the 
prospect  for  a  recovery,  they  can  bill  the  taxpayers  for  their 
time  on  these  professional  liability  cases,  at  $200  an  hour 
and  up.  Total  costs.^  Well  over  $  1 00  million  of  the  fdic  and 
Resolution  Trust  Corp.'s  legal  budget,  which  comes  to  a 
combined  $1  billion  this  year  for  outside  law  firms.  (Much 
of  the  rest  is  for  routine  collections  and  foreclosures.) 

No  one  knows  how  much  the  defendants  arc  spending 
fighting  the  professional  liability  cases,  but  it  is  enough  to 
break  many  of  them  financially.  And  the  defendants  arc 
not  all  Charles  Keating  types  who  cynically  bilked  unsus- 
pecting people.  Plenty  of  them  are  honest  citizens  whose 
connection  to  the  events  was  peripheral. 

This  is  the  s&l  crisis,  part  II.  In  part  I,  the  federal 
government  in  effect  lent  out  its  own  capital  by  providing 
an  all  but  unlimited  guarantee  of  deposits  and  allowing  the 
deposit  takers  to  speculate  with  the  money.  As  it  turned 
out,  this  was  equivalent  to  giving  your  14-year-old  kid 
your  American  Express  card  and  telling  him  to  go  out  and 
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Candice  Brown,  a  student  at  Oregon  State  University 
Of  the  government's  $28  million  case 
against  her  late  father:  "I  know  we'll 
win.  But  it's  a  struggle." 


have  a  good  time. 

The  payoff  was  that  the  federal  government  expects  to 
lose  $300  billion  (not  counting  future  interest  payments) 
in  making  good  the  credit  card  charges.  In  part  II,  the 
government  looks  for  scapegoats.  Instead  of  blaming  itself 
for  letting  the  kid  have  the  card,  it  tries  to  pin  the  blame  on 
the  merchants  who  sold  stuff  to  the  kid.  With  its  band  of 
legal  mercenaries,  the  two  government  agencies  responsi- 
ble for  closing  more  than  2,100  institutions  that  have 
failed  so  far  are  suing  accountants,  lawyers,  neighborhood 
real  estate  appraisers  and  anyone  else  remotely  connected 
to  a  sick  thrift  or  bank. 

The  worst  that  many  of  these  folks  can  be  accused  of  is 
taking  a  businessman's  risk,  voting  yes  on  a  loan  that 
looked  solid  but  that  later  failed,  not  because  of  fraud  or 
wrongdoing,  but  because  of  an  economic  downturn. 

Lawrence  BVown  was  a  well-respected  real  estate  ap- 
praiser in  Medford,  Ore.  In  the  early  1980s  Brown 
appraised  the  value  of  six  apartment  complexes  in  Califor- 
nia for  a  subsidiary  of  Pacific  Savings  Bank.  In  1989  Pacific 


failed;  when  the  fdic  closed  it  down,  the  agency  sued  a 
group  of  20  officers,  directors  and  associated  professionals 
for  $70  million. 

Brown  was  included  in  the  suit  for  allegedly  overvaluing 
the  properties  in  his  six  appraisals.  Never  mind  that  four  of 
the  six  appraisals  were  made  months  and  in  one  case  more 
than  a  year  afierVncific  had  financed  the  properties,  so  that 
Brown's  appraisals  had  nothing  to  do  with  the  bank's 
decision  to  make  these  loans.  Brown  was  sued  for  $28 
million,  $3  million  more  than  the  value  of  the  properties 
he  had  appraised. 

Brown  died  two  years  ago  in  a  farming  accident  at  the 
age  of  52.  His  insurer  has  had  to  pay  $400,000  in  legal 
bills.  In  1991,  after  two  years  of  litigation,  a  U.S.  district 
court  judge  in  California  threw  out  the  case,  ruling  that  the 
FDic's  law  firm,  Tuttie  &  Taylor  of  Los  Angeles,  had  never 
proved  that  the  appraisals  it  said  were  negligentiy  prepared 
by  Brown  were  prepared  by  him  at  all. 

Not  to  be  stopped,  the  agency  has  appealed  the  judge's 
decision.  Meanwhile,  its  $28  million  in  claims  against 
Brown's  estate  has  effectively  locked  up  what  remains  of 
his  assets,  about  $1.5  million.  Thanks  to  this  regulatory 
extortion.  Brown's  daughter  Candice,  in  her  junior  year  at 
Oregon  State  University,  is  having  trouble  paying  her 
college  bills.  "It  was  hard  enough  when  my  dad  was  alive. 
Now  he's  not  even  here  to  defend  himself,"  she  says. 

Cost  to  the  FDIC  of  six  lawyers  and  three  paralegals  in  the 
Brown  case:  about  $400,000,  with  more  to  come.  Cost  to 
the  defendant:  $400,000.  Recovery  to  the  taxpayer:  zero. 

Torquemada,  updated.  The  Bill  of  Rights  gives 
procedural  protections  to  criminal  defendants,  but  it 
doesn't  protect  the  innocent  against  financial  ruin  from 
lawyers'  bills. 

Lincoln  Savings  &  Loan  Association,  not  to  be  confused 
with  Keating's  Lincoln  S&L,  was  a  solvent  thrift  in  Miami 
Beach  owned  by  a  group  of  local  businessmen.  In  1984 
they  sold  Lincoln  to  a  cadre  of  Texas  investors.  Unfortu- 
nately, these  folks  didn't  know  much  about  the  S&L 
business;  Lincoln  failed  in  1989. 

Earlier  this  year  the  rtc  sued  the  entire  1984  board  of 
Lincoln  for  selling  it  to  the  Texas  folks.  The  government's 
claim?  The  board  should  have  known  Lincoln's  buyers 
would  run  it  into  the  ground  five  years  after  they  bought 
the  thrift.  It  is  almost  comical  that  the  rtc  is  pursuing 
Lincoln's  directors  and  officers  in  spite  of  the  fact  that  the 
federal  government  itself  approved  the  thrift's  sale  to  the 
Texas  investors.  The  rtc  is  even  suing  Fred  Rizk,  an 
advisory  director  to  the  Texas  owners  who  never  voted  on 
bank  matters.  Oddly,  the  RTC  is  suing  only  one  other 
member  of  Lincoln's  board,  letting  the  other  Texas 
directors  off  the  hook. 

Who's  funding  this  witch-hunt.^  You  are,  the  taxpayers. 
Any  money  spent  on  outside  lawyers  pursuing  ridiculous 
cases  reduces  the  net  amount  the  government  collects  by 
liquidating  the  assets  of  failed  banks  and  thrifts,  and  thus 
increases  the  taxpayers'  or,  in  the  case  of  the  fdic,  the  bank 
depositors'  outiays  needed  to  bail  out  the  industry. 

The  defense  costs  are  in  the  first  instance  borne  by 
individuals  and  some  insurance  companies.  But  in  the  long 
run  those  costs  spread  into  the  economy  as  a  whole.  The 
threat  of  litigation  has  a  lot  to  do  with  the  disastrous  drop 
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in  bank  lending  that  has  added  to  the  severity  of  the 
recession.  Commercial  loans  outstanding  in  March  totaled 
$552  billion,  $54  billion  below  the  total  a  year  earlier. 

In  part  because  the  RTC  has  terrorized  everyone,  small 
businesses,  which  created  much  of  the  growth  of  the 
1980s,  can  no  longer  get  financing  to  expand  their 
operations.  According  to  the  National  Federation  of 
Independent  Business,  the  fraction  of  firms  borrowing  on 
a  regular  basis  today  has  fallen  to  34%,  from  41%  ten  years 
ago.  Says  Timothy  Harris,  a  Los  Angeles  lawyer  defending 
the  estate  of  the  Oregon  appraiser:  "The  FDlc's  eagerness 
to  sue  has  made  the  threat  of  possible  litigation  a  silent 
partner  in  every  loan  decision  made  in  the  U.S." 

Caseloads  at  both  bailout  agencies  are  exploding.  Of  the 
more  than  200  professional  liabilit)'  cases  at  the  rtc,  half 
were  filed  in  the  first  six  months  of  this  year;  another  240 
are  expected  over  the  next  few  years.  The  fdic  has  about 
300  of  these  claims  pending  and  more  coming.  Pending 
RTC  cases  against  accounting  firms  seek  more  than  $1.4 
billion  in  damages. 

This  little  growth  industry  extends  into  other  arms  of 
the  government  as  well:  The  rtc  is  now  a  major  employer 
of  FBI  agents  who  don't  have  enough  counterintelligence 
work  to  keep  them  busy. 

How  do  the  FDIC  and  RTC  justify  their  cause?  "The  fdic 


FDIC  general  counsel  Alfred  Byrne 
Now  a  silent  partner  in  every 
loan  decision  made  in  tlie  U.S. 


has  a  statutory  and  fiduciary  duty  to  the  American  people 
to  maximize  recovery,"  orates  fdic  general  counsel  Alfred 
Byrne  III.  He  insists:  "We  do  not  file  suit  for  mistaken,  ill- 
formed  business  judgment." 

Oh  no?  To  hear  the  government  talk  about  the  s&L 
losses,  you'd  think  they  were  all  a  result  of  massive  fraud 
and  misdealings.  The  RTC  claims  that  81%  of  S&L  failures 
involved  fraud  or  wrongdoing.  That  simply  isn't  so.  Many 
of  the  government's  cases  boil  down  to  what  Victor 
Simon,  a  lawyer  and  editor  of  Bank  Bailout  Litigation 
News  in  Washington,  D.C.,  calls  20-20  hindsight.  Says 
Simon,  "If  members  of  Congress  who  make  our  banking 
laws  don't  have  a  clue  about  how  banks  work,  why  should 
outside  directors?" 

The  staffs  at  the  fdic  and  rtc  say  they  closely  monitor 
outside  firms'  expenses.  But  the  fact  remains  that  outside 
law  firms  have  but  one  incentive:  to  keep  on  billing. 

Even  before  its  cases  get  to  trial,  the  fdic  and  RTC  seem 
more  interested  in  litigating  than  in  setding.  The  fdic  says 
setdement  discussions  always  take  place  prior  to  suits' 
being  filed  today;  this  was  not  the  case  a  year  and  a  half  ago. 
At  the  RTC,  such  talks  are  only  a  "general  practice."  One 
target  of  a  professional  liability  suit,  who  fears  retribution  if 
he  is  identified,  says  he  was  never  invited  to  a  prelitigation 
discussion  before  the  rtc  sued  him  for  over  $1  million. 

Other  stories  emerge  of  setdements  offered,  only  to  be 
rejected  by  the  government.  Minneapolis  lawyer  Susan 
Barnes  is  defending  a  $5  million  case,  involving  a  Wiscon- 
sin bank,  in  which  the  insurer  for  one  of  the  directors 
offered  a  setdement  of  $325,000.  Even  though  its  chances 
of  getting  more  out  of  the  defendant  were  slim,  the  fdic 
rejected  the  offer  and  continued  to  litigate. 

This,  in  spite  of  the  fact  that  the  insurer  had  won  its  case 
in  two  venues.  Both  judges  ruled  against  the  fdic  because 
the  insurance  policy  carried  a  clause  nullifying  coverage  if 
the  director  is  sued  by  a  regulatory  agency.  Still,  to  avoid 
more  legal  bills,  the  insurer  offered  to  setde.  The  director 
has  no  other  assets  that  the  fdic  could  get  its  hands  on.  No 
matter,  the  case  is  pending  in  appellate  court  in  Wisconsin; 
it  is  highly  likely  the  government  will  lose  it.  The  defen- 
dant's cost  of  litigating  the  case  so  far  is  an  estimated 
$150,000.  The  fdic's  costs  are  probably  greater. 

The  government's  tactics  aren't  merely  impractical, 
they  are  abusive.  One  is  to  convince  a  defendant  in  a  suit  to 
provide  information  the  government  needs  in  return  for 
promising  to  drop  the  defendant's  name  from  the  suit; 
then  the  government  sues  him  or  her  anyway. 

Morrison  &  Hecker,  the  Kansas  City- based  law  firm 
that  is  getting  rich  litigating  the  rtc's  case  against  Charles 
Keating — it  earned  $11  million  from  the  RTC  last  year 
alone — used  this  trick  on  Lee  Henkel  Jr.,  the  former  head 
of  the  Federal  Home  Loan  Bank  Board  and  a  lawyer 
involved  in  the  Keating  case. 

In  May  1990  Henkel  was  named  as  a  defendant  in 
Shields  v.  Keating,  the  securities  law  case  Keating  lost  this 
past  year.  In  Januar\'  1 99 1  Henkel  was  told  by  Morrison  & 
Hecker  that  if  he  helped  the  R  re  in  its  case  against  Keating, 
it  would  advise  the  government  to  settle  his  case  and  not 
sue  him  further.  Henkel  agreed  to  the  proposal  and 
provided  information  to  the  Ric:  late  that  month. 

Three  weeks  later,  having  gotten  what  it  wanted,  Morri- 
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WE 
WANT 

YOU 
BACK. 


NOW  SMALL  BUSINESSES  THAT  SWITCH  TO  AR^ 
GET  ONE  MONTH  OF  LONG  DISTANCE  SERVICE. 

You  couldn't  pick  a  better  time  to  come  back  to 
AT&T.  Because  small  businesses  that  switch  by  Dec.  18 
will  get  credit  for  one  month  of  AT&T  long  distance 
service-up  to  $2,000* 

So  if  your  business  left  AT&T  but  didn't  save  what 
youd  hoped,  or  if  you  miss  AT&T's  fast  connections  for 
calls  and  faxes,  or  if  you  simply  think  AT&T  quality  is 
better,  nowls  the  perfect  time  to  come  back. 

You'll  find  that  AT&T  has  calling  plans  to  fit  the 
needs  of  most  every  small  business.  Like  AT&T 
Pi?0®WATS,  a  discount  calling  plan  that  gives  you  AT&T 
quality  at  very  competitive  prices  —4%  to  18%  off  our 


©  1992  AT&T  'Must  select  AT&T  as  primary  carrier  One  time  credit  based  on  aver- 
age monthly  bill  for  first  six  months  of  service,  up  to  $2,000.  Will  receive  credit  after 
six  full  months  of  service.  Must  request  an  installation  no  later  than  January  8, 1993. 
Other  conditions  may  apply  "Average  daytime  interstate  direct-diaied  off  AT&T 
Long  Distance  rates.  Actual  discounts  may  vary  depending  on  calling  patterns. 
""Other  restrictions  apply    UD5 


regular  ratesf*  And  you  can  even  save  on  AT&T 
Corporate  Calling  Card  calls,  plus  most  international 
calls. 


Call  to  switch  now  and  we'll  guarantee  your 
satisfaction.  (If  you're  not  happy  for  any 
reason  within  the  first  90  days,  we'll  pay  to 
switch  you  back  to  your  old  carrier***) 


We  can  also  help  you  with  your  phone  equipment. 
In  fact,  if  you  trade  in  your  non-AT&T  phone  system, 
we'll  give  you  credit  toward  a  new  AT&T  small  business 
phone  system. 

At  AT&T,  we're  giving  you  more  reasons  than  ever 
to  return.  We  want  you  back.  Call  1  800  834-3933  today 


AT&T 

The  right  choice. 


RTC  acting  general  counsel  Richard  Aboussie 
Escalating  legal  costs  don't  seem  to 
trouble  him.  "You've  got  to 
spend  money  to  develop  cases." 


son  &  Hecker  withdrew  its  settlement  offer  and  began 
legal  proceedings  against  Henkel.  Soon  after  his  lawyers 
brought  the  government's  egregious  turnabout  to  light, 
the  proceedings  were  quietly  settled. 

Another  abusive  tactic:  changing  the  venue  in  a  lawsuit. 
In  a  case  alleging  "undue  enrichment"  involving  Heritage 
Bank,  a  California  institution  that  failed  in  1983,  the  FDic: 
filed  suit  in  state  court  to  recover  some  $200,000  in  money 
advanced  to  Heritage  customers.  The  case  dragged  on  for 
years  and  was  about  to  be  dismissed  in  early  1988,  when 
the  FDIC  brought  a  new  suit  in  federal  court.  Having  spent 
five  years  and  hundreds  of  thousands  of  dollars  litigating  in 
state  court,  the  defendants  now  have  to  fight  the  fdic  all 
over  again  in  federal  court. 

FDIC  lawyer  Byrne  claims  his  operation  is  cost-effective, 
taking  in  $2.50  in  cash  or  in  judgments  "highly  likely  to  be 
collected"  for  every  dollar  spent.  The  folks  at  the  Rl  C  can't 
say  what  their  recovery  ratio  is;  Ira  Parker,  associate, 
general  counsel  for  litigation,  says:  "You  can't  expect  our 
recoveries  to  be  as  high  as  the  fdic;'s,"  because  the 
agency's  upfront  expenses  have  been  high  and  recoveries 
come  later. 

Unfortunately  for  the  folks  ultimately  paying  these 
bills,  the  FDlc's  2.5-to- 1  recovery  ratio  is  highly  suspect. 
Here  are  just  two  examples,  turned  up  in  a  review  of  a 


100 


handful  of  cases.  In  papers  filed  by  the  FDic  to  close  a 
receivership  in  a  Wisconsin  bank,  the  government  says  it 
recovered  $303,000  in  a  directors'  and  officers'  liabiUty 
claim.  But  the  FDIC  has  not  received  a  dime,  according  to 
the  only  lawyer  defending  the  directors  and  officers  in 
the  case.  And  in  the  McLean  suit,  the  fdic  listed  in  its 
papers  a  $250,000  "likely-to-be-recovered"  settle- 
ment. In  fact,  the  settlement  was  for  a  range  of  $30,000 
to  $250,000,  based  on  a  percentage  of  the  defendant's 
annual  income  in  a  given  year,  and  the  high-end  figure  is 
unlikely  to  be  recovered.  The  defendant,  a  small-town 
physician,  would  have  to  make  $1  million  in  income 
during  the  year  to  cough  up  that  settlement.  So  far,  no 
money  has  changed  hands. 

As  for  the  expense  side  of  the  balance  sheet:  When  the 
RTC  figures  its  recoveries  against  its  costs,  it  includes  only 
outside  counsel  fees,  not  internal  RTC  lawyer  or  investiga- 
tor\'  costs.  And  where  the  fdic  is  concerned,  litigation 
costs  are  understated  because  they  are  often  billed  to  the 
failed  institution  itself  rather  than  to  the  fdic. 

And  so,  even  as  litigation  costs  are  skyrocketing,  the 
chances  of  the  government's  recovering  cash  are  declin- 
ing. The  single  biggest  source  of  liability  case  recoveries  is 
the  insurance  industry,  accounting  for  95%  of  recoveries 
received  by  the  fdic  between  1989  and  1991.  But  this 
fountain  of  fiinds  is  drying  up.  Fewer  failed  institutions 
have  insurance  coverage  today  than  had  it  in  the  past. 
What's  more,  the  so-called  regulator)'  exemption,  which 
lets  an  insurer  off  the  hook  if  a  regulatory  agency  sues  a 
director  or  officer  of  a  failed  institution,  is  now  a  feature  in 
almost  all  directors'  and  officers'  insurance  policies  and  has 
been  deemed  enforceable  by  nine  out  of  ten  appellate 
courts  across  the  U.S. 

The  FDIC  supports  pending  legislation  that  could  make 
this  exemption  illegal.  If  the  law  is  enacted,  insurance 
premiums  will  go  up  accordingly.  The  government  also 
wants  to  extend  the  statute  of  limitations  on  professional 
liability'  cases  from  three  years  to  five,  thereby  giving  the 
freelance  lawyers  two  more  years  of  legal  hours  to  bill. 

The  real  villains  of  the  great  S&L  escapade — the  likes  of 
Charles  Keating,  Vernon  s&i.'s  Don  Dixon  and  Centrust's 
David  Paul — are,  thankfully,  behind  bars  and  facing  huge 
civil  lawsuits.  Michael  Milken,  who  may  or  may  not  have 
caused  some  thrifts  to  buy  bonds  that  subsequently  went 
bad,  has  coughed  up  a  $400  million  restitution  fund,  a 
sizable  chunk  of  which  is  likely  to  end  up  with  the  RTC  and 
FDIC.  But  crooks  account  for  only  a  fraction  of  the  money 
lost,  and  junk  bonds  for  almost  none. 

It's  time  for  Congress  to  call  ofi^this  witch-hunt  and  face 
up  to  its  own  responsibilit)'  in  causing  the  disaster.  What 
did  Congress  think  would  happen  when  it  handed  Uncle 
Sam's  credit  cards  to  a  lot  of  people  and  didn't  put  proper 
restrictions  on  how  they  used  them.>  ^- 
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NEARLY  HALF  OF  ALL  FEMALE  DROPOUTS  QUIT  SCHOOL 
BECAUSE  THEY'RE  PREGNANT.  STAY  IN  SCHOOL. 


Russell  Athletic  is  making  posters  like  this  available  to  teachers  and  coaches,  to  help  remind 
student-athletes  how  important  an  education  can  be.  Because  without  mpB  RUSSELI^ 
a  high  school  diploma,  what  kind  of  future  can  kids  really  expect?      I^ATHLETIC 

For  more  information  about  our  Stay  In  School  campaign,  write:  Russell  Corpomtion,  Dept.  M.  PO.  Box  272,  Alexander  City.  AL  35010. 

t  Russell  Alhleiif  1992 
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Spain's  Largest 
Financial  Institution 


Argentaria,  Spain's  largest  and  most  diversified  banking  and  financial  corporation,  brings  together  the 

country's  leading  specialist  banks  into  one  dynamic  organization,  to  offer  clients  strategic  business 

advantages  from  its  broad  range  of  banking  and  financial  services. 


A  Wider  Range  of  Services. 


Argentaria,  through  its  subsidiaries,  offers  truly  global  services  ranging  from  Foreign  Exchange, 

Treasury  and  Investment  banking  to  Commercial  banking.  Insurance  and  Real  Estate  finance,  as  well  as 

International  Trade  finance,  Asset  management  and  Project  financing. 


More  Rational  and  Efficient  Services. 


Argentaria's  business  is  based  on  the  integral  management  of  core  financial  banking  groups.  Our 

diversity  enables  us  to  have  direct  access  to  business  areas  and  markets  where  we  enjoy  significant 

competitive  advantages.  These,  in  turn,  enable  us  to  pass  on  to  our  clients  more  rational, 

more  efficient  services. 


Global  Accessibility. 


Argentaria  provides  its  services  in  28  countries  around  the  world  through  Banco  Exterior  de  Espaiia  (BEX). 

The  Group's  activities  are  focuse^  strongly  in  the  Americas,  through  our  BEX  America  network  of 

subsidiaries,  agencies  and  offices,  as  well  as  Europe  and  the  Far  East. 


Financial  Strengths. 


Our  total  assets,  currently  standing  at  $90  billion,  and  our  equity  capital  of  $6  billion,  provide  the 

financial  stability  you  can  depend  on  worldwide.  And  the  knowledge  that  whatever  the  scope 

of  your  business,  we're  behind  you  all  the  way. 

For  your  presentation  pack  on  Argentaria  call  (212)  688  7500  today. 


ARGENTARIA 

Ci>rf>oraci6n  Bancaria  de  Espana 

A  EuROPtAN  Power  In  Worldwide  Banking 


BEX  America,  645  Fifth  Avenue,  New  York,  NY  10022.  Tel  (212)  688  7500.  Fax  (212)  308  0422. 


Value  City  Stores  is  a  successful  retailing  concept,  but 
what  is  there  about  it  that  some  investors  don't  like? 

The 

Schottenstein 

factor 


By  Rita  Koselka 

Alex.  Brown  &  Sons'  retail  analyst 
Robert  Buchanan  knows  value  when 
he  sees  it.  Doing  due  diligence  on 
Columbus,  Ohio-based  Value  City 
Department  Stores,  Inc.  before  his 


firm    participated   in   its    secondary 
stock  offering,  he  ended  up  a  custom- 
er when  he  saw  an  Aquascutum  rain- 
coat, normally  $700,  for  $200. 
The  Value  City  chain  of  73  deep- 


discount  department  stores  is  full  of 
such  deals.  At  the  Columbus  store 
recendy,  Hugo  Boss  suits,  which  nor- 
mally sell  for  $1,225,  were  priced  at 
$399;  $100  Burberry  shirts  went  for 
$39.99;  Prince  tennis  rackets  for 
$29.99  instead  of  $250.  "It's  a  sort  of 
treasure  hunt,"  boasts  Value  City's 
president,  George  lacono. 

"In  Columbus  [shopping  at  Value 
City]  is  the  trendy  thing  to  do  among 
the  affluent,"  says  Christopher  Bor- 
ing of  Columbus'  Retail  Planning  As- 
sociates. "It's  more  like  a  sport  than  it 
is  like  ordinary  shopping." 

Value  City  isn't  your  traditional 
off- price  retailer  like  Melville  Corp.'s 
Marshalls  or  Tjx  Co.'s  T.J.  Maxx.  Its 
stores  are  much  larger — averaging 
82,000  square  feet — so  they  carry  far 
more  varieties  of  merchandise  than 
can  smaller  competitors.  But  the  prin- 
cipal difference — and  what  makes 
shopping  here  like  a  game — is  that  the 


Chairman  Jay 
Schottenstein 
and  President 
George  lacono 
of  Value  City 
Department  Stores 
Great  stores; 
wary  investors. 
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ecurity  Defined. 


Ue/ined  J  unds  are  unit  investment  trusts  that  can  help  define  security. 
h^specialiy  if  your  definition  includes  money  and  the  time  to  enjoy  it.   Ihese  are 

diversified  portfolios  of  stocks  or  bonds.    You  know  what  you  re  investing  in 

before  you  buy.  And  you  can  get  started  for  about  '-^1,000.  JLsk  your  financial 

professional  for  more  information.  K^all  i-8oo-^22^gooi,  ext.  558. 


Merrill  Lynch  

Shearson  Lehman  Brothers  •  Prudential  Securities  •  Dean  Witter  •  Paine  Webber 

k  free  prospectus  containing  more  complete  information  on  any  Defined  Fund,  including  all  charges  and  expenses,  is  available.  Read  the  prospectus  carefully  before  investing. 


Value  City 


selection  is  unpredictable.  A  customer 
might  find  Le  Creuset  cookware  or 
Nike  shoes  one  week  but  not  the  next. 
And  while  Value  City  might  offer 
Harve  Benard  suits  for  women,  they 
may  not  be  available  in  the  size  and 
style  desired.  But  then  you  don't 
know  if  you  don't  look — and  more 
people  are  looking  and  buying.  So 
much  so  that  Buchanan  estimates  Val- 
ue City's  earnings  will  rise  to  $29 
million,  up  32%,  on  sales  of  $662 
million,  up  1 3%,  this  fiscal  year,  ended 
July  25 .  Growth  in  stores  open  at  least 
a  year,  the  traditional  measure  of  re- 
tailer  strength,   was   a   solid   7 .7%. 


Value  City  and  get  a  quick  decision. 
They  also  know  the  goods  will  be  sold 
through  oudets  that  don't  direcdy 
compete  with  their  own  major  ac- 
counts, since  most  Value  City  stores 
are  in  smaller  cities  like  Toledo,  Akron 
and  Flint.  The  company's  distribu- 
tion centers  in  Columbus  can  store 
out-of-season  merchandise  cheaply 
for  months  until  it  is  more  salable. 
They  are  also  set  up  to  sort  and  re- 
package merchandise  bought  on  an 
as-is  basis. 

Recentiy  store  buyers  bought  a 
shipment  of  50,000  China-made 
goose  down  parkas  destined  for  one 


The  women's  department  at  a  Value  City  store 

Serendipity  on  a  racic  from  Harve  Benard  suits  to  goose  down  parlcas. 


These  growth  numbers  are  impressive 
in  today's  sluggish  economy. 

Value  City  is  the  latest  public  ven- 
ture of  Columbus'  Schottenstein 
family,  which  owns  68%  of  the  30.5 
million  common  shares.  The  Schot- 
tensteins  grew  rich  as  specialists  in 
turning  distress  inventory  into  cash. 

Schottenstein  Stores  Corp.,  the  pri- 
vately owned  parent  company,  is  one 
of  the  largest  retail  liquidators  in  the 
U.S.  It  has  liquidated  Hills  Depart- 
ment Stores,  Bonwit  Teller,  B.  Alt- 
man,  Korvettes  and  the  DeLorean 
Motor  Co.,  to  name  a  few.  Stripped  to 
essentials.  Value  City  is  simply  a  retail 
outlet  for  distress  goods  whose  previ- 
ous owners  needed  cash. 

Manufacturers  and  retailers  with 
excess  inventory  know  they  can  call 


of  the  former  Soviet  republics.  The 
manufacturer  found  the  letter  of  cred- 
it from  the  Russian  state  bank  was  no 
longer  any  good.  Similar  parkas 
would  sell  for  $150  in  the  U.S.  Value 
City  will  store  them  until  October  and 
dien  offer  them  for  $49.99.  With  an 
average  gross  margin  of  37%,  the  store 
probably  paid  less  than  $30  a  coat. 

Such  opportunism  is  a  Schotten- 
stein tradition.  Many  of  the  family's 
real  estate  holdings  were  distress 
properties  that  they  snapped  up. 

The  family  saga  is  a  familiar  one. 
Ephraim  Schottenstein's  father  ar- 
rived in  Columbus  from  Lithuania  in 
the  late  1800s.  By  1909  Ephraim  was 
buying  goods  on  the  cheap  from 
stores.  In  I9I7  he  opened  his  first 
Schottenstein  store  in  Columbus.  In 


1962  his  sons,  led  by  Jerome,  who 
headed  the  clan  until  his  death  this 
March,  bought  Value  City  Stores  and 
kept  the  name  because  their  father 
reflised  to  have  any  store  with  his 
name  on  it  operate  on  Saturday,  the 
Jewish  Sabbath. 

The  Schottensteins  sold  about  30% 
of  Value  City  to  the  public  in  June 
1991,  raising  $72.7  million,  which 
they  used  to  pay  off  debt.  They  sold 
another  1.4  million  shares  in  Decem- 
ber, raising  $21.4  million.  But  when 
the  company  tried  to  tap  the  public 
market  for  the  third  time  in  less  than  a 
year  in  April,  to  pay  for  the  acquisition 
of  GB  Stores,  Inc.  from  the  Schotten- 
stein family,  the  offering  flopped. 

Why  did  investors  balk?  Apparentiy 
because  they  didn't  like  the  idea  of 
Value  City  buying  a  subsidiary  from 
its  parent  company;  it  smacked  of 
conflict  of  interest.  It  was  not  the  only 
such  apparent  conflict.  Value  City 
leases  many  of  its  store  sites  from  the 
family,  which  also  controls  the  shoe 
and  health  and  beauty  aids  depart- 
ments within  Value  City  stores. 

The  family's  hard-nosed  business 
dealings  have  raised  eyebrows  before. 
Last  October  Schottenstein  Stores 
Corp.  setded  a  fraudulent  conveyance 
suit  filed  against  Jerome  Schotten- 
stein and  others  over  the  sale  of  the 
now  bankrupt  Chicago-based  Wie- 
boldt  Stores,  Inc.  The  Schottensteins' 
share  of  the  original  sale  price  was  just 
$5.6  million,  but  they  paid  $8.3  mil- 
lion to  setde  the  case,  while  admitting 
no  liability. 

Value  City  is  going  forward  with  the 
acquisition  of  GB  Stores,  issuing  more 
stock  to  the  parent  and  assuming  debts 
of  the  acquired  company.  Even  with 
the  new  debt.  Value  City's  debt  will  be 
less  than  25%  of  total  capitalization. 
When  Jerome  Schottenstein  died,  his 
son  Jay,  38,  took  over  as  chairman  of 
Value  City  and  Schottenstein.  Ata 
recent  16y2,  the  stock  sells  at  just  17 
times  this  year's  estimated  earnings. 
That's  a  nice  gain  for  those  who 
bought  at  the  initial  public  offering 
price,  but  it's  a  low  price  for  a  company 
with  this  kind  of  growth. 

Although  analyst  Buchanan  rec- 
ommends both  the  stock  and  the 
merchandise,  a  lot  of  other  smart 
people  apparcndy  have  decided  that 
Value  City  is  better  for  shoppers  than 
for  investors.  IH 
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In  the  slugging  match  for  the  U.S.  auto  market,  the  last 
couple  of  rounds  have  gone  to  Detroit  over  Japan. 
Does  Superman  have  a  glass  jaw? 

Detroit  takes  the 

< 

offensive 


By  Jerry  Flint 

Now  IT'S  THE  Japanese  car  companies 
bleeding.  With  Chrysler  and  Ford 
back  in  die  black,  only  General  Mo- 
tors among  Detroit's  big  three  still 
loses  money  in  North  America. 

With  the  exception  of  Honda,  all 
the  Japanese  companies  are  losing 
money  in  this  market — maybe  as 
much  as  $4  billion  last  year,  says  a 
New  York  banker  specializing  in  the 
Japanese  auto  industry.  Even  Honda 
is  struggling,  kicking  back  up  to 
$1,500  to  dealers  for  an  extra  Accord 
sale  and  planning  to  cut  production 

Vans 

1992  unit  sales, 
first  seven  months 
(thousands) 
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Chrysler       GM         Ford       Toyota      Mazda 
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12%  in  Ohio  next  year. 

Those  who  like  to  write  off  Ameri- 
can industry  as  uncompetitive  should 
take  a  closer  look  at  what  is  happening 
in  motor  vehicles.  If  the  early  rounds 
went  to  Japan,  the  last  few  have  been 
Detroit's.  Even  Japanophobe  Lee  la- 
cocca  sounds  more  optimistic.  He 
used  to  say  that  one  day  the  Japanese 
would  capture  50.1%  of  this  market 
and  Detroit  would  be  destroyed. 
Now  he  says:  "We  made  our  invest- 
ments, we  took  our  time  to  get  it 
right,  and  it's  coming  out  of  the 


■ 

1 

^^"_ 

"^             ^ 

193 

+20.1% 

A 

145 

■f20.7% 

i 

1 

1 

A 

n 

i 

pipeline.  .  .  .  It's  going  to  be  a  tough, 
competitive  battie.  But  we  will  claw 
our  way  back,  a  point  or  two  at  a  time. 
We're  going  to  take  share  from 
them." 

Detroit  already  is  taking  share.  Jap- 
anese companies  here  have  lost  1.4 
percentage  points  of  market  share  this 
year — to  24%  of  car/truck  sales,  with 
more  to  come. 

The  van  and  utility  vehicle  markets 
symbolize  Detroit's  new  strength. 
Together  nearly  1 .4  million  vans  and 
utility  vehicles  were  sold  in  just  seven 
months,  nearly  a  fifth  of  the  total 
market.  Who  sold  them?  Not  the 
Japanese.  More  than  90%  of  the 
800,000  vans  sold  in  die  U.S.  so  far 
this  year  were  made  by  one  of  the  big 
three.  For  the  increasingly  popular 
utility  vehicles,  like  Jeeps,  the  Ameri- 
cans are  getting  over  80%  of  the  mar- 
ket and  gaining  market  share.  De- 
troit's van/utility  sales  are  up  18%; 
Japanese  makers'  are  down. 

What's  especially  significant  about 
Detroit's  sweeping  the  boards  with 
these  two  categories  is  this:  They  rep- 
resent the  hottest  part  of  the  market. 
The  Japanese,  once  trendsetters, 
seem  to  have  become  trend  followers. 

Trendsetters 

In  growth  markets,  Detroit  sets  the  pace, 
scoring  gains  and  talting  94%  of  the  van 
sales  and  83%  of  utility  vehicles  with 
winners  like  Chrysler's  minivan 
and  Ford's  Explorer. 


Utility  vehicles 

1992  unit  sales,  first  seven  months  (thousands) 


*    /  ^ 


25 


17 


11 

+5.9% 


5/4  2 

-19.4%/    -34.0%     +19.0% 


Ford         GM        Chrysler     Isuzu       Toyota      Nissan      Suzuki      Mazda   Mitsubishi  Daihatsu 

Forbes  ■  September  28,  1992] 


;'M 


JNUM. 

(That's  wh< 


:a:- 


^'^...^r-c 


:mJl7:'';f 


UNUM.  You're  covered  by  the  nation's 
leading  disability  insurer. 


UNUM.  You  benefit  fi'om  unequalled  risk 
management  and  rehabilitation  capabilities. 
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UNUM.  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits, 
retirement  and  long  term  care  plans.    ^^ 
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That's  one  round  for  the  American 
automakers.  In  punching  back,  the 
Japanese  aren't  showing  their  old 
power.  Consider  these  recent  Japa- 
nese introductions: 

Nissan's  new  Altima  car — ^with 
$490  miUion  spent  to  revamp  the 
Tennessee  factory  where  it  is  built — is 
noticeably  smaller  than  its  major  com- 
petitors, Toyota  Camry,  Honda  Ac- 
cord, Ford  Taurus. 

Honda  ignored  the  big  minivan 
market  and  designed  a  station  wagon 
instead,  which  is  smaller  and  costs 
more  than  the  competing  Taurus. 

Toyota's  high-priced  Previa  mini- 
van  carries  only  a  four-cylinder  en- 
gine, under  the  front  seat,  too,  in  a 
market  moving  to  six  cylinders. 

Mazda  has  completely  redone  its 
entire  car  line  since  last  year — includ- 
ing four  sporty  cars — and  picked  up 
practically  no  market  share. 

Not  so  long  ago  Detroit  was  trem- 
bling over  the  prospect  of  the  Japa- 
nese moving  into  the  profitable  mid- 
dle and  upper  ranges  of  the  car  mar- 
ket. But  as  the  Japanese  moved  into 
higher-priced  car  markets,  they  began 
competing  against  one  another,  not 
Detroit.  Example:  Honda's  luxury 
Acura  Legend  was  a  resounding  suc- 
cess. Then  Toyota,  Nissan,  Mazda 
and  Mitsubishi  came  into  that  seg- 
ment with  Toyota's  Lexus  ES300, 
Nissan's  Infiniti  J30,  Mazda's  929 
and  Mitsubishi's  Diamante.  So  this 
year  Legend  sales  are  down  26%,  with 
much  of  the  loss  going  to  Japanese 
rivals.  It's  the  same  thing  in  small 
sporty  coupes.  The  Japanese  compa-  -, 
nies  produce  so  many  similar  cars  that 
a  solid  market  niche  gets  divided  into 
slivers. 


GM 
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Detroit  is  even  competing  again  at 
the  low  end:  GM's  Saturn  will  outsell 
Honda's  Civic  by  year-end,  maybe 
Toyota  Corolla,  too.  In  1994  Chrys-  . 
ler  will  bring  out  what  looks  to  be  a 
hot  small  car,  so  for  the  first  time  in 
memory  the  big  three  will  offer  up-to- 
date  small  cars  challenging  the  Tokyo 
Express. 

In  the  middle  market.  Ford's  Tau- 
will  recapture  the  "number  one 
seller"  title  from  Honda's  Ac- 
cord this  year,  and  Chrysler's 
new  LH  cars  arc  the  talk  of 
the  auto  world. 

Prices?    Thanks    to    the 
weak  dollar,  the  Japanese 
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When  you're  away  from  your  office 
we  bring  your  office  to  you. 


Today  you  can  carry  a  phone  in  your  shirt  pocket,  keep 
I  computer  in  your  briefcase,  even  send  a  fax  from  your  car. 

Ameritech  is  at  the  forefront  of  this  personal 
;ommunications  revolution.  Since  we  built  the  world's 
irst  commercial  mobile  telephone  network,  we've  become 
he  largest  operator  in  the  Great  Lakes  region.  With  every- 
hing  from  messaging  and  paging  to  information  access,  we're 
)roviding  people  with  new  freedom  and  mobility. 

We're  preparing  for  the  future,  too.  This  year  we're  con- 
lucting  one  of  the  most  comprehensive  personal  communica- 
ions  services  (PCS)  trials  in  the  nation.  Our  PCS  technology 
n\\  utilize  our.existing  network  and  allow  portable  phones 
0  be  smaller,  lighter  and  less  expensive.  Also,  we  are  pur- 
uing  new  digital  technology  with  the  potential  for  fifteen 
imes  more  capacity  than  current  cellular  systems. 


At  work,  at  home,  and  on  the  move,  we're  connecting 
our  customers  with  tomorrow  and  our  shareowners  with 
financial  opportunity.  In  fact,  we've  already  outperformed 
the  other  regional  communications  companies  in  return 
to  equity  eight  years  in  a  row. 

For  a  copy  of  our  Annual  Report  or  related  financial  pub- 
lications, call  Ameritech  Investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  AMERrrECH  are: 
Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell 
Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development 
Ameritech  Information  Systems  •  Ameritech  International 
Ameritech  Mobile  Communications  •  Ameritech  Publishing 
AmerKech  Services  •  The  Tigon  Corporation. 


>  Wi  Ameritech  Corporation 
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Connecting  You  Witti  Tomorrow 


Japanese  car  companies 


are  marking  price  tags  up  faster  than 
Detroit.  The  average  import  car  price 
(mostly  Japanese)  was  $19,855  by 
summer,  Ronald  Glantz,  auto  analyst 
for  Dean  Witter  reported,  against 
$16,858  for  the  average  Detroit  car. 
That's  an  18%  spread,  and  up  from 
last  year's  13%.  That  makes  Lee  la- 
cocca  gleeful.  Says  he:  "When  they've 
got  a  car  4  inches  narrower  but 
$4,000  cheaper,  the  guy  says,  'Sure, 
ril  take  it  narrower.'  But  now  they  are 
overpriced  against  us.  Customers 
aren't  stupid." 


Japanese  are  completing  new  car 
plants  at  home  in  the  midst  of  a 
domestic  recession.  In  Toyota's  June 
30  fiscal  year,  operating  income  was 
down  56%  from  1991 .  With  that  kind 
of  profit  squeeze,  few  companies  can 
afford  to  hold  down  prices  in  order  to 
improve  market  share. 

The  troubles  force  a  shift  in  strate- 
gy: "For  the  Japanese,  the  most  ihi- 
portant  factor  now  is  the  profitabili- 
ty," says  Koji  Endo,  a  senior  analyst 
for  S.G.  Warburg  in  Tokyo.  That 
means  sacrificing  market  share  to  re- 


Chrysler's 
Lee  lacocca 
The  big  three 
will  claw  back 
point  by  point. 


Mitsubishi's 
Richard  Recchia 
Quotas  push 
them  from  the 
market's  tow  end. 


centive  game  or  loses  market  share. 
We're  coming  out  with  a  new  Galant. 
We've  got  to  fight  it  out  with  Camry 
and  everybody  else.  Good  product 
doesn't  automatically  give  you  a  win- 
ner anymore." 

The  tactic  of  capturing  niche  mar- 
kets may  be  over,  too,  Recchia  adds. 
"Car  companies  say  I  can't  afford  to 
spend  $800  million  to  develop  a  car  to 
sell  40,000  units  a  year." 

But  don't  look  for  Detroit  to  score 
a  knockout.  It  won't  happen.  The 
Japanese  automakers  are  here  to  stay  I 


Quality  isn't  the  issue  it  once  was. 
Detroit,  while  it  still  has  a  notch  to  go, 
has  a  much  better  image  for  quality 
than  it  had  a  few  years  back.  Japanese 
cars  now  get  negative  publicity  the 
way  Detroit  once  did.  The  other  day  a 
minor  problem — doors  stuck  on  a  few 
old  Toyotas  (and  if  one  stuck,  others 
often  worked) — was  treated  as  a  na- 
tional Toyota  catastrophe;  it  even 
made  the  network  news.  All  this  re- 
flected not  so  much  a  decline  in  Japa- 
nese quality  as  a  growing  realization 
that  the  Japanese  aren't  perfect. 

It's  not  that  the  Japanese  are  any 
less  feisty  or  have  stopped  making 
splendid  cars.  But  economics  are 
working  against  them.  Capital  costs  in 
Japan  are  up,  so  those  that  financed 
expansion  and  new  models  with  equi- 
ty option  bonds  must  refinance  with 
bonds  paying  much  higher  market 
rates  of  interest.  Higher-priced  capital 
also  makes  it  tougher  for  the  Japanese 
to  flood  the  market  with  fresh  models. 
"When  you  raise  money  at  1%,  it 
makes  sense  to  change  product  every 
two  to  three  years.  At  7%  to  8%,  it's 
different,"  says  an  American  banker. 

All  this  is  happening  just  as  the 


cover  costs. 

It's  instructive  these  days  to  talk 
with  Richard  Recchia,  a  smart  Detroit 
veteran  who  runs  Mitsubishi  car  sales 
in  the  U.S.  Japan's  self-imposed  car 
export  quota  pushes  the  Japanese 
from  the  low  end  of  the  market  where 
they  made  their  first  inroads,  he  says. 
The  new  game  is  to  sell  $18,000  cars 
instead  of  $10,000  cars,  but  that 
means  fishing  in  a  smaller  pond,  Rec- 
chia says.  He  continues: 

"Japanese  prices  are  a  lot  higher 
than  four  years  ago.  The  domestics 
have  held  a  much  more  competitive 
price  line  and  at  the  same  time  im- 
proved product  quality.  Consumers 
who  used  to  say  they  only  bought 
imports  now  say  they  are  willing  to 
buy  American." 

There  remain,  Recchia  says,  some 
Americans  who  will  buy  only  Japanese 
cars.  "There  are  import  buyers  who 
for  whatever  reason  decided  they  are 
going  to  buy  import  vehicles.  Within 
that  import  segment  we  [the  Japa- 
nese] are  all  competing.  So  Nissan's 
Altima  and  Toyota's  Camry  have  to 
take  it  away  from  someone  else.  Hon- 
da's Accord  either  plays  a  strong  in- 


and  remain  as  smart  and  determined 
as  ever. 

Ford    runs    profitably    in    North' 
America  with  hot  sellers  like  the  Ex- 
plorer and  Taurus  and  its  big  pickup, J 
but  Ford's  profits  are  relatively  small] 
considering  its  successful  products: 
net  of  $148  million  in  the  second! 
quarter    on    $14    billion    in    North  i 
American  sales — about  a  penny  on 
the  sales  dollar.  Chrysler's  minivan] 
and  Jeep  profits  are  keeping  the  com- 
pany going  until  its  new  cars  andl 
trucks  arrive.  But  General  Motors  isj 
the  weak  sister,  losing  $175  million  al 
month  on  its  North  American  autof 
operations  and  trying  to  cut  costs  an( 
straighten  out  its  confused  product] 
line  while  reorganizing — again. 

But  here's  the  difference:  If  G 
gives  up  more  market  share,  as  in  the 
1980s,  it  will  probably  be  won  bj 
Ford  and  Chrysler,  not  the  Japanese. 

Detroit,  having  grown  flabby  anc 
complacent,  took  a  terrible  pound 
ing.  It  survived  it  and  kept  punching] 
Now  the  other  side  is  catching  the 
haymakers.  Think  about  that  wher 
you  hear  the  doomsayers  whine  thalj 
Americans  can't  compete. 
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Astonishingly  Fresii  and  imaginative  km^ith  to  Understanding  Money, 
iwer;  and  Business.  Written  Espe(iaiiy  for  Today's  Leadersliip  Generation. 


are  just  some  of  the  subjects  covered  in 
remier  issue— all  typical  of  the  stimu- 
ideas  you'll  get  in  copy  after  copy: 

tuge  country  that  has  gone  through  a 
nlng,  convulsive  period  that  left  it  an 
nic  basket  case.  Russia  1992?  No.  America 
The  imaginative  steps  we  took  then,  some 
ndred  years  ago,  could  save  Russia  today. 


5  YELTSIN,  MEET  ALEXANDER 
ILTON  by  Jude  Wanniski. 


E 


1920s  GM  was  a  hungry  number  two  that 
y  perceived  a  changing  marketplace  and 
knocked  number-one  auto  builder  Ford, 
3d  and  complacent,  from  its  number-one 
It's  uncannily  similar  to  the  way  the 
3se  beat  the  U.S.  auto  industry  in  the  70s 
;0s. 

GENERAL  MOTORS  BEAT  FORD 
1  Fenster. 


ORBES  and  American  Hemage. 
announce  a  just-off-the-press, 
brand-new  quarterly  business 
magazine:  Audacity.  A  bright, 
bold  read  that  presents  lessons 
from  the  historical  vantage  point 
of  American  Heritage,  with  the 
finger-on-the-pulse  business 
acumen  of  Forbes. 

It's  a  must-have  magazine  filled 
with  lively,  useful  information 
about  American  business  that  we 
guarantee  will  put  a  whole  new 
perspective  on  how  you  look  at 
your  company  and  your  career. 

As  Ralph  Waldo  Emerson  put  it, 
"The  years  teach  much  which  the 
days  never  know" 


We  used  to  start  our  managers 
on  the  shop  floor.  Now  we 
start  them  off  in  business  school. 
By  forgetting  much  of  what  we 
long  knew,  and  divorcing 
operating  and  top  management, 
we  have  put  ourselves  in  severe 
jeopardy. 

WHY  BUSINESS  HISTORY? 
An  interview  with  Alfred  Chandler. 


IBM's  Thomas  Watson  has  heard  praise  for  his 
accomplishments  all  his  life.  But  it  was  a  WW  II  Air 
Force  general's  scrawled  "Splendid!"  on  a  report  Watson 
wrote  as  a  young  pilot  that  meant  more  than  the  rest 
combined  and  galvanized  his  self-confidence. 
MY  TURNING  POINT  A  regular  feature. 

Where  did  the  great  companies  that  failed  go  wrong? 
Why?  In  our  premier  issue:  the  rise 
and  fall  of  the  United  Fruit  Company, 
Aeromarine  West  Indies  Airways 
(America's  first  international  airlinq 
and  RKD  Radio  Pictures. 
BOOT  HILL  Another  regudar 
feature  in  every  issue. 


,r  a  free  copy,  call  1-800-825-0061.  Dr  write;  Audacity,  P.O.  Box  BBDB,  Syracuse,  NY  13217 


■!  Send  me  four  quarterly  issues  of  AuDAcmr  for  just  $15!  Start  my  subscription  with  the  winter  issue  due  out  mid-Decembe^ 
Enclosed  is  my  check.  (  ]  Please  charge  my  credit  card.  Circle  one:  American  Express     Visa     MasterCard 


.Expiration  Date 


Title 


npany 


?/State/Zip 

>r  fiiaraiitee:  li  the  first  issue  you  receive  doesn't  live  up  to  your  expectations, 

3p  It  free  of  charge  and  cancel  your  subscription.  Your  money  will  be  refunded  In  full 
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Exiting  a  bad  relationship  with  a  bank  trust  department 
can  be  next  to  impossible— unless  the  person  who  set  up 
the  trust  built  an  escape  hatch. 

The  case  of  the 
cornered  heir 


By  Carolyn  T.  Geer 


Suppose  your  uncle  left  you  a  trust 
and  appointed  his  local  bank  as  trust- 
ee. But  the  bank  has  since  been 
bought  and  sold  twice,  fees  are 
mounting  and  service  is  deteriorating. 
The  bank  is  in  Florida,  where  your 
uncle  lived,  and  you've  since  moved 
to  Oregon.  You  want  out.  The  bank 
won't  let  go.  It  hkes  the  trust  fees. 

Here's  where  you  may  be  out  of 
luck:  Unless  a  trust  document  con- 
tains specific  provisions  for  changing 
trustees,  the  beneficiary  is  probably 
stuck — no  matter  how  incompetent 
the  trust  department  or  how  much  it 
jacks  up  its  fees.  Trust  customers  are  a 
captive  audience. 

"You  can  change  your  spouse  more 
easily  than  you  can  change  some  trust 
company  that  granddad  locked  you 
into  in  1937,"  says  David  Rawson, 
president  of  Main  Line  Trust  Co.  in 
Philadelphia. 


There's  a  reason  trusts  often  work 
out  this  way.  People  who  set  them  up 
usually  have  their  minds  on  two 
things:  avoiding  some  of  the  tax  that 
would  be  due  in  an  outright  bequest, 
and  preventing  an  heir  from  squan- 
dering the  money.  Potential  prob- 
lems with  the  bank  are  overlooked. 

Heirs  can  take  the  bank  or  trust 
company  to  court,  but  in  most  cases 
they  must  prove  the  trustee  has  com- 
mitted some  terrible  wrong,  like  steal- 
ing. And  if  the  lawsuit  is  unsuccessfiil, 
the  bank  may  tap  the  trust  fund  to  pay 
its  legal  bills. 

But  sometimes  these  lawsuits  suc- 
ceed. In  August  U.S.  District  Judge 
Marvin  Katz  found  that  Pittsburgh - 
based  Mellon  Bank  collected  "unrea- 
sonable" fees  for  transferring  cash 
balances  (from  dividends  and  inter- 
est) into  investment  accounts.  Katz 
said  Mellon  was  taking  advantage  of  a 


lack  of  competition  and  "feathering 
its  own  nest  at  the  expense  of  funds  it 
holds  in  trust."  Katz  ordered  a  reftind 
of  $56  million  plus  interest.  Mellon 
says  it  will  appeal. 

So  what  should  you  do  if  you  find 
yourself  the  unhappy  but  captive  cli- 
ent of  a  bank  trust  department?  Be- 
fore threatening  suit,  voice  your 
grievances.  "Most  trustees  do  not 
want  to  work  with  a  dissatisfied  trust 
beneficiary,"  says  Rhonda  Brink,  a 
trust  attorney  in  Austin.  Sometimes  a 
compromise  can  be  struck. 

One  trust  beneficiary  from  New 
Jersey  says  he  hammered  out  a  work- 
able relationship  with  his  small -town 
bank  trustee  through  "blood,  sweat 
and  threat."  For  example,  he  per- 
suaded the  bank  to  move  some  of  his 
assets  out  of  a  Federated  municipal 
bond  ftind  (annual  expense  ratio, 
0.47%)  to  a  Vanguard  hand  (0.22%). 

What  if  it's  performance,  not  the 
fee  schedule,  that  is  bothering  you? 
You  might  ask  the  bank  to  remain  on 
as  fiduciary  but  to  hire  another  firm  to 
manage  all  or  some  of  the  money,  says 
Larry  Elkin,  a  financial  planner  in 
Arthur  Andersen's  New  York  office.  If 
a  bank  does  agree  to  work  with  an 
outside  adviser,  there's  no  guarantee 
it  will  peel  back  its  fee  accordingly, 
unless,  of  course,  an  arrangement  was 
made  at  the  trust's  inception.  Elkin 
often  requires  banks  interested  in  tak 
ing  on  large  trusts  for  his  clients  to 
unbundle  their  fiduciary/custodial 
fees  from  their  money  management 
fees.  Typical  annual  fees  for  a  $1 
million  trust  arc  0.25%  for  acting  as 
trustee  and  doing  the  bookkeeping, 
or  1%  for  all-inclusive  custodial  and 
money  management  services. 
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me  key  to  your  day  in  tke  sun. 


Financial  Select  Income  Portfolio 

Annualized  Return  Through  .June  30.  1992 

One  Year 

15.61% 

Five  Year 

9.13% 

Ten  Year 

11.60% 

INVESCO 


1^      J  FUNDS  GROUP  INC 


Manager  o(  The  Financtal  Fundi 


Just  one  ol  tlie 
smart  cnoices  you  ve  madle, 

1»800=526=8085 


■d  on  figures  from  Upper  Analytical  Services  in  which  Selea  Income  Portfolio  was  #9  out  of  43  bond  funds  investing  in  corporate  bonds  rated  at  least  BBB  for  the  12  month  period  ending  6/30/92.  Of  course, 
'  !  ince  is  no  guarantee  of  future  results.  Total  return  assumes  reinvestment  of  all  dividends  and  capital  gains.  Investment  return  and  principal  value  will  fluctuate  so  that,  when  redeemed,  an  investor's  shares  may  be 
iiorc  or  less  than  their  original  cost.  For  more  complete  information,  including  management  fees  and  expenses,  call  for  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money 


Trusts 


David  Rawson  of  Main  Line  Trust 
tells  of  one  beneficiary  who  retained 
his  firm  as  investment  adviser.  For 
several  years  the  bank  trustee  refused 
to  reduce  its  fee.  Finally,  the  heir 
asked  the  bank  for  a  copy  of  the  fee 
letter  written  at  the  time  the  trust  was 
drafted.  He  believed  the  letter  con- 
tained an  escape  clause.  The  bank 
reftised  to  produce  the  letter.  The  heir 
threatened  to  go  to  court  and  subpoe- 
na the  letter.  The  bank  folded  its  hand 
and  resigned  the  trust.  But  it  refused 
ever  to  produce  the  letter. 

Frustrated  heirs  can  trade  their 
hard-luck  stories  through  organiza- 
tions like  Heirs  (215-527-6260)  and 
Heirs  &  Beneficiaries  (215-293- 
0202).  The  latter  group  sponsored 
the  Mellon  class  action.  Heirs  is  lob- 
bying for  a  Pennsylvania  bill  that 
would  make  it  easier  for  beneficiaries 
to  switch  trustees  on  the  theory  that, 
forced  to  compete  in  the  market, 
banks  would  provide  better  service  at 
less  cost. 

But  prevention  is  better  than  a  cure. 
If  you  are  creating  a  trust,  give  some- 
body other  than  the  corporate  trustee 
some  leverage  in  the  situation.  This  is 
a  simple  concept  that  too  oft:en  gets 
ignored. 

That  person  could  be  a  close  rela- 
tive chosen  to  serve  as  co- trustee  with 
the  bank.  This  should  be  someone 
who  can  be  trusted  to  look  aft:er  the 
beneficiary's  interests  and  forgo  any 
trustee  fees.  Give  the  co- trustee  pow- 
er to  change  the  hired  trustee. 

Here's  another  option.  Give  your 
heirs  a  limited  right  to  change  trust- 
ees. You  might  require  that  they  shop 
from  a  list  of  acceptable  institutions 
spelled  out  in  the  trust  document. 
That  will  give  them  some  bargaining 
power,  without  giving  them  an  ability 
to  defeat  the  purposes  of  the  trust  by 
shopping  around  for  some  shady 
character  to  step  in  as  trustee. 

Tax  trap:  If  an  heir  can  change 
trustees  and  invade  principal  at  will, 
the  IRS  may  treat  the  assets  as  the  heir's 
and  try  to  impose  extra  income  and/ 
or  estate  taxes. 

The  solution  here,  says  Carol  Nick- 
el, a  trust  attorney  in  Washington, 
D.C.,  is  to  limit  the  beneficiary's  abili- 
ty to  draw  down  principal — generally 
only  for  health,  maintenance  and  sup- 
port. The  IRS  will  usually  accept 
that.  Hi 


Sierra  On-Line  is  an  aggressively  creative  computer 
game  company.  Its  accounting  is  plenty  aggressive,  too. 

Accountiiig 
adventmre 


By  Roula  Khalaf 

Roberta  Williams  had  yet  another 
sleepless  night.  A  bored  housewife 
who  dabbled  in  computer  program- 
ming, she  stayed  up  late  one  evening 
in  1980  playing  a  computer  adven- 
ture game  called  Colossal  Cave,  de- 
veloped by  some  mit  students.  As 
good  as  it  was,  Williams  figured  it 
would  be  even  better  with  graphics. 


not  just  text.  "I  thought  there  would 
be  a  lot  of  money  in  it,"  she  recalls. 

Within  two  weeks,  Williams  de- 
signed Mystery  House,  a  text-and- 
graphics  game  inspired  by  one  of  her 
favorite  movies,  Ten  Little  Indians. 
the  adaptation  of  Agatha  Christie's 
And  Then  There  Were  None.  Her  hus- 
band, Kenneth,  a  college  dropout  and 


Sierra  On-Line  founders  Roberta  and  Ken  Williams 
Turning  a  sleepless  night  into  a  $42  million  company. 
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The  (xmlete  recipe 
forMifch. 


Emery  Worldwide,  a  CF  Company. 

Our  domestic  and  international  air  freight  company. 


To  start,  pack  several  tons  of  seafood  lightly  in  ice.  Place  carefully 

in  the  planes  of  Emery  Worldwide.  Garnish  with  strict  quality-control 

and  split-second  timing.  Now  express  immediately  by  air  to  hundreds 

of  wholesalers  and  restaurants.  That's  not  only  a  recipe  for  fresh 

fish.  It's  a  complete  recipe  for  success. 

At  Emery  Worldwide,  providing  unique  solutions  to  unique 

shipping  needs  is  what  we  do  best.  We  offer  Customer-ization:  the 

flexibility  to  adapt  to  each  customer's  product  and  freight  pattern, 

whether  you  ship  fresh  turbot  or  heavy  turbines,  across  the  country 

or  around  the  world.  That  makes  us  an  important  ingredient  in  your 

competitive  strategy 

And  as  a  Consolidated  Freightways  Company,  we  can  help  you  operate  more 

efficiently  with  the  most  complete  range  of  services  in  the  industry.  Backed  by 

unparalleled  shipping  management  systems,  and  a  responsive  team  of  professionals 

dedicated  not  only  to  your  satisfaction,  but  to  that  of  your  customers  as  well. 

So  if  you'd  like  to  taste  success  when  you  face  a  freight  transportation  challenge, 
call  Emery  Worldwide.  1-800  HI  EMERY.  We'll  create  a  special  recipe  just  for  you. 


Jfa*Vj 


COnSOLIOnTED  FREIGHTlUnVS,  IRC. 


WE  PUT  YOU  MILES  AHEAD 


The 
Company 


f.mtmi^m*¥n 


NUMBERS  GAME 


computer  programmer,  was  eager  to 
start  his  own  business.  He  wrote  the 
software,  then  took  it  around  to  re- 
tailers. Within  six  months  the  couple 
had  sold  3,200  copies  at  $25  each. 

Today  Ken,  37,  and  Roberta,  39, 
are  recognized  as  one  of  the  most 
creative  teams  in  the  $350  million 
computer  adventure  game  industry. 
Their  $42  million  (re\^nues)  Sierra 
On-Linc  Inc.  went  public  in  1988. 
Following  a  $22  million  secondary 
offering  in  March,  the  husband-and- 
wife  team  now  owns  13%  of  the  $120 
million  (market  cap)  company.  That's 
on  top  of  the  $4.5  million  they  pock- 
eted directly  from  the  public  offerings 
and  subsequent  sales  of  stock.  Ken  is 
chief  executive.  Roberta  isn't  an  offi- 
cer but  still  designs  a  series  of  games, 
collecting  about  $300,000  a  year  in 
royalties. 

It's  been  a  remarkable  success  sto- 
ry. But  like  many  fast- growing  entre- 
preneurial companies.  Sierra's  very 
success  has  created  some  big  prob- 
lems. And  Ken  Williams  has  taken  to 
playing  adventure  games  with  Sierra's 
books  to  deal  with  them. 

For  one  adventure,  Sierra  is  facing 
fierce  competition.  "When  we  start- 
ed, there  were  just  a  few  companies 
doing  it,  there  was  a  feeling  of  camara- 
derie," says  Williams.  "We  were  just 
hanging  out,  having  a  good  time, 
producing  products  and  making 
money.  Today  there's  almost  a  sense 
of  war.  One  mistake  and  you're  out  of 
the  business." 

So  Sierra  has  had  to  spend  heavily 
on  writers,  artists  and  musicians  to 
make  its  programs  stand  out.  Williams 
recendy  hired  Jan  Hammer,  who 
wrote  the  score  for  the  popular  TV 
series  Miami  Vice,  to  write  music  for 
an  upcoming  game  series.  Williams 
also  goes  for  the  outrageous.  Consid- 
er Leisure  Suit  Larr\',  an  adult  singles 
game  series  that  goes  for  between  $59 
and  $69.  Players  help  Larry  chase 
women.  They  score  when  Larry  does. 
Sierra  has  sold  over  a  million  units. 

Five  years  ago  it  took  Sierra  only  six 
months  and  an  average  of  $600,000 
to  develop  a  game;  now  it  takes  at  least 
a  year  and  $1  miUion  to  $2  million. 
Just  in  the  past  two  years  Sierra's  staff 
has  swollen  to  565,  from  175. 

All  that  spending  has  taken  its  toll. 
Earnings  have  dropped  fi-om  $5.3 
million  in  fiscal  1991,  on  $33  million 
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in  revenues,  to  $3.6  million,  on  reve- 
nues of  $42  million  in  fiscal  1992, 
ended  in  March.  In  the  first  quarter  of 
fiscal  1993,  despite  a  nearly  50%  jump 
in  revenues,  the  company  lost 
$74,000  from  operations. 

More  bad  news:  The  operating 
earnings  are  really  much  worse  be- 
cause of  some  aggressive  accounting 
Williams  has  encouraged.  Herd's 
how.  Three  years  ago  Sierra  expensed 
all  its  soft^vare  development  costs. 
But  by  the  end  of  fiscal  1992  the 
company  was  capitalizing  80%  of  its 
$12  million  research  and  develop- 


Sierra's  Leisure  Suit  Larry  game 
Players  score  when  Larry  does. 


ment  budget.  Had  it  expensed  the 
costs  instead  of  capitalizing  them,  the 
company  would  have  netted  just 
$565,000  pretax  income  last  year, 
versus  the  reported  $5.4  million. 

"Sierra  is  raping  the  accounting 
rules,"  charges  Crowell,  Weedon  & 
Co.  analyst  Seth  Feinstein.  Feinstein 
had  long  been  a  bull  on  Sierra.  He 
now  thinks  it  way  overpriced  at  the 
recent  14%. 

"Accounting  rules  tell  us  we  have 
to  capitalize,"  retorts  Sierra's  execu- 
tive vice  president  of  finance,  Richard 
Gelhaus. 

Not  exacdy,  says  Richard  Reck, 
partner  in  charge  of  software  practice 
at  KPMG  Peat  Marwick.  Reck  agrees 
that  the  rules  call  for  companies  to 
capitalize  development  costs  when 
they  are  sure  the  product  has  reached 
technological    feasibility.    But    they 


have  a  lot  of  leeway  in  picking  that 
point.  Sierra  uses  that  leeway  to  a  fare- 
thee-well. 

Most  software  companies  capitalize 
around  20%  of  r&d  costs.  Competi-  ' 
tors  Broderbund  Software  (Forbes, 
Apr.  27)  and  San  Mateo,  Calif -based 
Electronic  Arts  capitalize  no  more 
than  10%  of  their  r&d  costs. 

Broderbund,  for  example,  consid- 
ers that  products  haven't  reached 
technological  feasibility  until  its  staff 
can  play  the  games  on  the  screen.  By 
contrast.  Sierra  starts  capitalizing  its 
costs  as  soon  as  it  sees  a  five -page 
memo  that  gives  an  idea  of  what  the 
game  is  about,  who  the  writer  is  and 
what  the  art  is  likely  to  look  like. 

While  having  the  effect  of  enhanc- 
ing current  earnings,  the  heavy  capi- 
talization is  already  increasing  amorti- 
zation expense  ($5.6  million  last  year, 
up  from  $1.7  million  the  year  before ) . 
And  Sierra's  balance  sheet  is  carrying 
$10.4  million  of  capitalized  costs. 

That  heavy  capitalizing  of  develop- 
ment costs  could  turn  around  and  bite 
Sierra.  It  would  have  to  take  big  write- 
offs or  charges  against  earnings  if 
some  of  the  18  games  the  company 
will  roll  out  by  year's  end  don't  sell  as 
well  as  Sierra  anticipates — or  if  one  of 
them  doesn't  sell  at  all.  Williams  says 
the  company  has  a  "turkey  fiind" 
cushion  to  fall  back  on  in  case  a 
product  doesn't  sell.  But  Williams 
admits  the  ftind  has  only  $300,000, 
while  it  costs  a  minimum  of  $1  million 
to  get  a  game  on  the  shelves. 

Williams  insists  that  all  is  well  at. 
Sierra.  But  the  board  may  not  be 
convinced.  Gelhaus,  a  cpa  who  spent 
three  years  at  Safeway,  came  in  only 
six  months  ago  and  ran  the  show  this 
summer  while  Ken  and  Roberta  took 
a  world  tour. 

In  the  end.  Sierra  may  be  one  of 
those  situations  where  it's  time  for  a 
professional  manager  to  take  the  hel-m 
from  the  entrepreneur.  Gelhaus  says 
as  much.  "A  single -man  company  can 
only  go  so  far.  Sierra  was  simply  start- 
ing to  really  be  unable  to  look  at. 
things  in  a  more  businesslike  fashion 
in  terms  of  how  to  run  a  business. 
That's  clearly  why  I'm  on  board." 

Williams  says  he  has  no  intention  of 
stepping  aside.  Time  was  when  the 
fact  that  he  and  his  spouse  owned  1 3% 
of  the  stock  would  have  made  them 
removal-proof  No  longer.  W^ 
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Iwo  reasons  to  choose  the  Quiet  Coit^any. 


7.  ^ur  daughter. 
2.  The  superior  financial  strength  of  Northwestern  Mutual  Life. 

i\^rth^vestem  Mutual  Life  has  always  received  the  highest  possible  ratings 
for  financial  strength  from  Moody's,  Standard  &  Poor's,  A.M.  Best  and 
'Duff  &  Phelps.  It  has  also  been  consistently  ranked  "the  most  financially 
sound  life  insurance  company"  in  an  annual  Fortime^magazme  study 

The  more  reasons  you  have  for  w^anting  the  most  secure  life  insurance, 
the  better  the  Quiet  Company  sounds. 

Nprthwestem 

The  Quiet  Company® 


)  1992  The  Northwestern  Mutual  Life  Insurance  Company,  Milwaukee,  Wisconsin.  Reprinted  by  permission  of  Moody's,  Standard  &  Poors,  A.M.  Best,  Dull  &  Phelps  and  Forttme. 
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State  tax  collectors  are  continuing 
to  go  after  their  favorite  targets- 
corporations  based  in  other  states. 

Hot  pursuit 


By  Janet  Novack 


A  Minnesota  developer  travels  to 
New  York,  where  he  borrows  from  a 
bank  to  build  apartments  in  Tennes- 
see. The  loan  is  collateralized  by  Indi- 
ana property.  Which  state  claims  the 
right  to  tax  the  bank's  income  from 
the  loan? 

All  four. 

Banks  aren't  the  only  businesses 
that  can  get  caught  in  a  double  tax- 
ation hammerlock.  With  their  coffers 
empty  and  public  resistance  to  tax 
increases  high,  the  states  are  getting 
ever  greedier  in  their  pursuit  of  out- 
of-state  businesses.  These  taxpayers, 
after   all,   have   two   strikes   against 


them — they're  faceless  corporations 
and  they're  furriners. 

The  states  are  stepping  up  audits  of 
out-of-state  corporations;  changing 
tax  formulas  to  extract  more  from  the 
oudanders  (and  less  from  in-state 
businesses);  slapping  new  taxes  on 
interstate  services  such  as  telecom- 
munications and  data  processing;  and 
trying  to  establish  that  more  compa- 
nies have  sufficient  "nexus,"  or  con- 
nection to  their  states,  to  be  taxed. 

"The  states  are  like  a  pack  of  hye- 
nas. They  all  want  a  piece  of  the 
carcass,"  sighs  Haskell  Edelstein, 
Citicorp's  general  tax  counsel.  Since 


corporations  can't  vote,  the  bureau- 
crats consider  them  fair  game,  and  if 
they  are  forced  to  raise  prices  to  make 
up  for  the  higher  taxes,  the  consumers 
will  blame  the  companies,  not  the 
pols.  A  survey  by  Coopers  &  Ly brand 
shows  that  big  companies  now  pay 
almost  as  much  in  state  and  local  taxes 
as  in  federal  taxes. 

Harley  Duncan,  executive  director 
of  the  Federation  of  Tax  Administra- 
tors, expects  more  than  40  states  to 
sign  a  new  agreement,  effective  in 
January,  making  it  easier  to  swap  audit 
information.  Thanks  in  part  to  help 
from  Duncan's  organization,  some 
smaller  states  such  as  Iowa  are  now  as 
fearsome  as  the  traditional  taxing  ti- 
gers, New  York  and  California. 

One  lever  states  have  is  that  it  can 
cost  a  lot  for  companies  to  fight  back. 
New  Mexico  changed  the  way  it  ap- 
plies its  corporate  income  tax  rates, 
increasing  the  tax  bill  for  Houston- 
based  food  distributor  Sysco  Corp.  by 
$20,000  a  year.  "We  contacted  an 
attorney  who  said  it  would  cost  us 
$100,000  to  $150,000  to  fight,"  says 
Sally  Carter,  a  senior  tax  analyst  for 
Sysco.  She  tried  unsuccessfully  to 
drum  up  interest  in  a  class  suit. 

State  tax  collectors  say  that  they 
aren't  punishing  the  defenseless, 
they're  just  beating  tax  dodgers  and 
closing  loopholes.  Their  definition  of 
a  loophole  is  pretty  broad.  To  them  a 
loophole  is  just  about  anything  that 
reduces  taxes. 

The  states  could,  in  theory,  stan- 
dardize their  tax  laws,  reducing  the 
threat  of  both  tax  avoidance  and  dou- 
ble taxation.  But  while  the  states  work 
together  on  enforcement,  their  inter- 
ests are  too  diflferent  to  harmonize 
their  tax  formulas.  For  example,  the 
Multistate  Tax  Commission,  which 
has  19  mostiy  western  and  midwest- 
ern  members,  is  developing  model 
codes.  These  are  aimed  at  grabbing 
money  for  the  states  from  banks, 
broadcasters  and  publishers  who  have 
borrowers,  viewers  and  readers  in 
their  states  but  headquarters  else^ 
where.  However,  New  York  State  is 
not  too  thrilled  with  the  idea,  since 
many  of  the  targets  are  New  YorkI 
based;  the  state  considers  them  its 
exclusive  milk  cows.  Tax  Commis- 
sioner James  Wetzler:  "A  dispropor- 
tionate amount  of  the  mtc's  work 
involves  figuring  out  ways  for  the 
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3^ght  now,  millions  of  Americans  are 
jiomesickOMiey're  longing  for  the  homes  they 
ind  so  difficult  to  own  due  to  a  lack  of  affordable 
lousing.  (3^'s  a  serious  problem  for  the 


lation  according  to  83% 


housing  they  can  affo 


rd.  Q/ac 


aced  with  these 


)f  people  polled 
:)y  Fannie  Mae. 


ur  benchmark 


National     Housing 


Survey  also  revealed  just 


vhat  keeps  Americans  from  owning  homes. 


people  age  30-35. 

Q^\  Fannie  Mae, 

we're  working  to  help  them 


realize  that  goal.  CJD^  purchasing  mortgages 


3^he  biggest  obstacle  is  the  inability  to  make  from  lenders  nationwide,  we  replenish  their 


jown  payments  and  pay  closing  costs.  Especially 
or  minorities — 66%  of  African  Americans  and 
)9%of  Hispanics  view  this  as  a  major  Tmpediment. 


funds  so  they  can  make  more  loans  to  home 

ties.  (5^d 


buyers  in  their  communities. 


by  offer- 


ing our  survey  to  the  public,  we  hope  to  raise 


'Vhat's  more,  over  one-third  BT^^SnPVVPI'f'IVVI  awareness  of  housing  issues.  For 
)f  those  surveyed  believe  SHOwiiyn  America  a  new  way  home,  a  free  copy,  or  to  learn  more 
Ifiscrimination  keeps  minorities  from  having  as  about  our  innovative  ways  to  make  housing 


jood  a  chance  as  whites  to  get  any  kind  of 


more  affordable,  call  1-800-688-HOME  toll-free. 


)  1992  Fannie  Mae 


AT  THIS  COUNTRY  HEEDS 
S  A  GOOD  HOME  REMEDY. 


and  other  obstacles,  Americans  are  willing  to 
make  sacrifices  to  achieve  homeownership.  In 
fact,  they  retain  a  healthy  optimism.  A  full 


79%  of  respondents  believe        mi 
homeownership  is 
attainable  for  most 


TAXING  MAHERS 


The  chewing  gum 
precedent 


The  Constitution  de- 
clares that  only  the  federal 
government  can  regulate 
interstate  commerce.  In 
line  with  that  power,  in 
1959  Congress  prohibited 
a  state  from  levying  in- 
come taxes  on  a  company 
that  has  no  connection 
with  the  state  beyond  hav- 
ing traveling  salesmen 
and  customers  there.  But  if 
a  company  has  a  physical 
presence  in  another  state — 
if  it  rents  a  local  ware- 
house, for  example — it's 
taxable  in  that  state. 

The  latest  U.S.  Su- 
preme Court  ruling  inter- 
preting this  heavily  liti- 
gated law  was  a  victory  for 
Wisconsin's  tax  collec- 
tors. The  court  ruled  in 
June  that  the  state  could 
tax  the  William  Wrigley  Jr. 
Co.  if  Wrigley's  salesmen 
regularly  performed  any 
nonsales  ftmctions.  Wrig- 


ley's sales  reps,  as  it  hap- 
pens, warehoused  gum  in 
their  homes,  replaced  stale 
gum  and  occasionally  de- 
livered display  racks.  The 
company  will  have  to  pay 
Wisconsin  $128,000  in 
back  taxes  plu#  even  more 
than  that  in  interest  and 
penalties. 

Alas,  the  physical  pres- 
ence law  protects  only  com- 
panies selling  goods,  and 
only  from  income  taxes.  So 
if  a  bank  sends  a  loan  offi- 
cer into  a  state  (or  even  has 
credit  card  holders  who 
live  in  or  move  to  that 
state),  it  is  required  to  pay 
income  taxes  there,  some 
states  contend.  Also,  the 
law  doesn't  protect  sellers 
of  tangible  goods  from 
having  to  collect  a  state's 
sales  taxes  or  from  paying 
a  corporate  net  worth  tax, 
which  in  such  states  as 
Pennsylvania  can  be  a  sub- 


stantial sum. 

What  about  the  mail- 
order companies'  Supreme. 
Court  win  this  year.^  It 
could  be  overridden  by 
Congress,  and  it  protects 
only  sellers  who  operate  by 
mail,  phone  and  common 
carrier  from  collecting  sales 
taxes.  Companies  that 
regularly  send  a  salesman 
into  a  state  must  collect 
sales  tax.  Even  sending  em- 
ployees into  a  state  to  at- 
tend a  trade  show  or  to  visit 
an  in- state  supplier  may 
make  a  company  liable  for 
collecting  the  state's  sales 
tax,  which  helps  explain 
why  the  mail-order  com- 
panies continue  to  negoti- 
ate a  truce  with  the  states 
Who's  to  know  about  such 
minor  in-state  activities.^ 
Iowa,  for  one,  quizzes  a 
company's  in-state  cus- 
tomers as  well  as  its  ex- 
employees.  -J.N. 


The  Phone  Number. 


POWERED  BY !  Calling  Name  and  Number  Identification  technology  from  Northern  Telecom 
M  OTO  ROLA  ^  shows  you  who's  calling  before  you  pick  up  the  phone.  So  you'll  always  be  in 


control  of  your  communications  and  your  time  in  the  office  or  at  home. 


Motorola  and  Iht  ®  are  rtgislmd  trademarks  of  Motorola,  Inc  All  brand  and  product  names  appearing  m  this  ad  art  trademarks  or  registered  trademarks  of  their  respecline  holders. 
©1992  Motorola  Inc.  All  rights  reserved. 


\  cstern  states  to  increase  their  taxes 
:  )n  New  York- based  business." 

Businesses,  fighting  to  protect  their 
icgitimate  profits,  have  a  number  of 
,  cgal  options.  For  years  accountants 
,iave  recommended  that  companies 
jiet  up  Delaware  holding  companies 
'  o  hold  capital,  trademarks  and  pat- 
[  .-nts.  Operating  subsidiaries  pay  inter- 
:st  or  royalties  to  the  holding  compa- 
ly,  reducing  their  taxable  net  in  other 
states.    Delaware    conveniently    ex- 
empts the  holding  companies  ft-om  its 
3wn  8.7%  income  tax. 

•But  last  year  Ohio  passed  a  law 
barring  operating  companies  fi'om 
deducting  such  payments  to  Dela- 
ware holding  companies.  Ohio  ex- 
pects to  haul  in  $40  million  a  year  with 
this  law.  In  June  New  Jersey  an- 
nounced that  it  would  disallow  or 
reduce  intracompany  payments  wher- 
ever it  sees  fit.  Businesses  using  Dela- 
ware holding  companies  are  now 
scrambhng  to  show  that  their  subsid- 
iaries are  more  than  shells. 

Once  upon  a  time,  double  taxation 
was  less  of  a  problem  because  states 
tended  to  use  the  same  formula  for 
allocating  profits:  a  one-third  weight- 
ing each  to  how  much  of  a  company's 


payroll,  tangible  property  and  sales 
were  in  a  given  state.  But  states  have 
been  monkeying  with  the  formula  to 
suit  their  ends.  By  raising  the  weight 
for  sales,  for  example,  they  can  shift: 
tax  burdens  away  from  local  employ- 
ers and  onto  out-of-state  corpora- 

The  states  are  getting 
ever  greedier  in  their 
pursuit  of  out-of-state 
businesses.  These  tax- 
payers have  two  strikes 
against  them — they're 
faceless  corporations  and 
they're  fiirriners. 


tions  that  may  already  be  taxed  on  the 
same  income  in  their  home  states. 

A  corporation's  response  to  this 
ploy  is  to  arrange  its  business  to  create 
"nowhere"  income.  Nowhere  in- 
come generally  arises  from  transac- 
tions in  which  a  corporation  ships  into 
a  state  but  isn't  subject  to  tax  there 
because  of  a  limited  physical  presence 
(see  box,  opposite). 

California  and  about  half  the  other 
states  use  a  counterploy.  They  reserve 


the  right  to  throw  back  into  their  own 
taxable  pot  any  nowhere  sales. 

And  the  corporations  have  an  an- 
swer to  this,  too.  Michael  Lippman,  a 
partner  with  kpmg  Peat  Marwick,  says 
that  very  ofi:en  a  company  doing  busi- 
ness in  high- tax  California  can  reduce 
its  tax  bill  by  shipping  out  of  a  state 
that  doesn't  throw  back  sales.  Alter- 
natively, it  makes  sure  that  when  it 
ships  into  a  state  with  a  low  corporate 
tax  rate,  it  is  sufficiendy  present  to  be 
taxable  there.  Then  California  can't 
claim  the  same  sales  in  its  sales  appor- 
tionment formula. 

California  is  the  same  state  that  is 
redefining  taxing  power  by  tracking 
down  and  attempting  to  levy  taxes  on 
former  residents  who  have  retired  to 
states  without  individual  income  tax- 
es, such  as  Nevada  and  Florida.  The 
tax  bill  pending  in  the  Senate  would 
oudaw  such  extraterritorial  tax  grabs 
on  individuals.  It  seems  less  likely, 
however,  that  Congress  will  come  to 
the  defense  of  large  corporations.  The 
pols  and  the  bureaucrats  consider  cor- 
porations fair  game,  but  they  would 
do  well  to  remember  who  it  is  that 
provides  the  jobs  and  services  that 
their  constituents  need.  ^ 


^^g^^^^^^d 
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Motorola's  MC145447  is  one  hot  number—  and  it's  the  chip  Northern  Telecom  calls  on  to 
direct  Calling  Name  and  Number  Identification.  From  phones  to  computers,  the  world's 
most  innovative  products  are  powered  by  Motorola. 

M)   MOTOROLA 

Microprocessor  and  Memory  Technologies  Group 


Underdeveloped  countries  may  yet  succeed  in  creating 
equity  capital.  Meet  Fanuel  Muhwati,  a  gutsy  and 
ruthless  entrepreneur  in  Zimbabwe. 

Whafsa 
Marxist  P/E^ 


By  Jason  Zweig 


FP  Holdings  Chairman  Fanuel  Muhwati 

The  Zimbabwe  new  issues  market  gets  off  to  a  bumpy  start. 


While  the  news  media  remain  fixat- 
ed on  Africa's  famines  and  civil  wars,  a 
quieter  story  goes  untold:  Financial 
markets  are  slowly  coming  alive  across 
the  continent.  Until  recendy,  black 
Afi-ica's  seven  stock  exchanges — in 
Botswana,  Ghana,  Ivory  Coast,  Ke- 
nya, Nigeria,  Swaziland  and  Zimba- 
bwe— dealt  mainly  in  shares  of  colo- 
nial-era trading  companies  and  local 
subsidiaries  of  multinational  firms. 
But  in  1 99 1 , 2  new  issues  were  floated 
in  Botswana,  3  in  Zimbabwe  and  1 1 
in  Nigeria.  Even  formerly  socialist 
Zambia  and  Tanzania  are  moving  to 
set  up  stock  markets. 

Will  these  nations  find  some  way  to 
amass  the  business  capital  they  need 
to  climb  out  of  poverty?  They  may. 


but  the  process  is  off  to  a  rocky  start. 
Let's  look  at  Fanuel  Chakanetsa 
Muhwati,  a  brash  entrepreneur  in 
Zimbabwe  who  illustrates  both  the 
potential  and  the  pitfalls  in  emerging 
stock  markets.  Muhwati  took  fp 
Holdings  Ltd.  public  on  the  Zimba- 
bwe Stock  Exchange  in  March.  Muh- 
wati, now  44,  became  the  first  black 
entrepreneur  to  go  public  in  Zimba- 
bwe, whose  stock  market  dates  back 
to  1896.  His  firm  does  an  assortment 
of  light  manufacturing,  mostly  paper 
converting. 

Muhwati  sold  25%  of  HP  for  the 
equivalent  of  36  cents  a  share,  valuing 
the  whole  company  at  $29  million 
and  making  his  26%  stake  worth  $7.6 
million.  In  fiscal  1991,  ended  a  year 


ago  August,  FP  earned  $4  million  oi 
$27  million  in  revenues.  Zimbabwe 
corporations    report    financial    dat; 
semiannually  at  best,  but  that's 
least  of  what  would  offend  an  investol 
acclimated  to  the  protections  of  U 
securities  laws. 

Over  one-third  of  fp's  new  share 
were  bought  by  the  pension  fiind  oj 
the  Posts  &  Telecommunication'' 
Corp.  of  Zimbabwe,  a  state -ownei 
authority  that  had  not  made  a  majo 
stock  investment  in  several  years.  Th( 
then  chairman  of  the  Posts  &  Tele 
communications  Corp..>  None  othej 
than  Fanuel  Muhwati. 

Even  worse,  just  two  months  aft:e 
going  public,  fp  shocked  investors  H 
announcing  that  a  key  partner — J 
Swiss  firm  named  Panoval  S.A.  tha 
was  supplying  the  technology  for  ai 
adhesive -paper  line — had  "beeif 
placed  under  control  of  a  court-ap 
pointed  official." 

And  then  Zimbabwe  has  plenty 
its  own  problems.  Its  10  million  peol 
pie  earn  an  average  of  less  than  $600  J 
year,  the  inflation  rate  is  43%,  the  lantj 
is  scorched  by  the  worst  drought  in 
century  and  perhaps  a  fourth  of  thi 
population  carries  the  hiv  virus.  Las 
year  the  average  stock  (there  are  61 
with  a  combined  capitalization  o 
$830  million)  fell  55%  in  U.S.  dollars 
The  Zimbabwe  index  is  off  anothc 
44%  so  far  this  year. 

Muhwati's  explanation  of  the  pen 
sion  fijnd  purchase:  "I  had  nothing  t( 
do  with  their  decision."  Of  the  Swis 
partner's  failure:  "We  had  no  ide 
Panoval  was  having  problems  unti 
after  our  flotation  was  finished."  Th 
market  is  not  convinced,  fp's  stock  i 
down  from  36  cents  to  11  cents,  o 
three  times  earnings. 

Maybe  you  can't  expect  mud 
more  from  a  nation  that  adoptC( 
Marxism- Leninism  as  its  guidin; 
principle  upon  independence  ii 
1980.  Although  the  government  ha 
gradually  backpcdaled  from  that,  i 
retains  an  antipathy  to  capitalisir 
Zimbabwe's  market  is  virtually  closci 
to  foreign  investors,  and  the  contro 
versy  over  Muhwati's  new  issue  isn" 
going  to  make  capitalism  any  mor 
popular. 

Said  the  Chitunjjwiza  Tidinjjs, 
popular  local  paper  in  Harare,  Zini 
babwe's  capital:  "The  Flexible  Pack 
aging  imbroglio  is  a  microcosm  ( 
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Ijooking  Down  The  Road  Toward 
Increased  Safeiy,  You'll  Be  Seeing  A  Lot  Of  Us. 


Deico  Electronics  Steering  Wheel  Mounted  Accessory 

Controls  oilow  you  to  keep  your  hands  on  the  wheel  while 

you  odjust  the  rodio:  on/off,  station  seek  and  volume. 

Some  versions  also  let  you  adjust  the 

heating  and  air  conditioning. 


Used  with  safety  belts, 

air  bogs  ore  helping 

sove  lives.  And  DeIco 

Electronics  mokes  the 

sophisticated  electronics 

desianed  to  check  out 

the  air  Dog  system  every 

time  you  start  your  car 

and  constantly  monitor 

various  system  functions 

OS  you  drive. 


Some  insurance 
companies  offer 
premium  discounts 
on  cars  equipped  with 
safety  features  like  anti- 
lock  brokes  and  air  bags. 
Check  with  your  insurer 
to  see  if  your  policy 
offers  such  discounts. 


With  DeIco  Electronics  Head-Up  Display 
Instrumentation,  your  speed,  turn  signals 

and  warning  indicators  are  projected 
"out"  in  front  of  you.  So  that  whatever 

the  driving  conditions,  you  can  keep 
your  eyes  safely  on  the  rood. 


Anti-lock  brakes  showed  the  world  how  much  of  a  contribu-  We  moke  the  Electronic  Controllers  that  are  the  "brains"  behind 

tion  electronicjcould  make  to  automotive  safety,  and  that  was  just  anti-lock  brakes.  And  we  play  a  leading  role  in  bringing  you  the  other 

the  beginning.  Looking  further  down  the  road,  we  see  advanced  features  shown.  With  all  these  options  and  more,  we're  doing  our  best 

safety-related  and  ease-of-driving  features  becoming  a  clear  priority  to  bring  you  driving  comfort  and  peace  of  mind, 
among  new-car  buyers.  DeIco  Electronics:  driving  the  world  in  automotive  technology. 


Delco:66ctroniGS> 

WORLD  LEADER  IN  AUTOMOTIVE  ELECTRONICS" 

Subsidiary  of  GM  Hughes  Electronics  L/) 


©1992  DeIco  Electronics  Corporation.  All  Rights  Reserved. 


Fanuel  Muhwati 


In  9  ot  tne  worla's  most 
vibrant  cities,  Park  Hyatt  allows  you 

to  ^et  away  rrom  it  all. 
Witnoiit  nein^  removed  rrom  it  all. 

■^  Varit  Hyatt  CJiica^o 

I  f.N.  Pla/a-ParU  Hyatt-New  York 

VarU  I  lyatt  San  Francisco 

ParLt  I  lyatt  Wasliin^ton 

FarU  Hyatt  Buenos  Aires-MarcK  1992 

The  Hyatt  Hotel  Cannerra 

Hotel  Villa  Magna-MadriJ 

Tne  Carlton  Tower— l.onclon 

Parl<  Hyatt  Sydney 

For  reservations  or  infnntiatioti  about  Park  I  lyatt  I  lotuJs  icorlJiviJc, 
caJl  your  travel  planner  or,  in  tlic  C.S.,  I-S()()-233-l23l. 

M^.  PARK 


STOCKS  <-  BONDS? 

Twentieth  Century's  Balanced  Investors  Jund  offers  you  both! 


1-800-345-2021 

For  more  complete  information  about  Twentieth  Century,  including 
charges  and  expenses,  call  for  a  free  prospectus.  Please  read  the 
prospectus  carefully  before  investing. 

P.O.  Box  419200,  Kansas  City,  MO  64141-6200 
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ruling  class  corruption  .  .  .  capitalism 
as  a  mafia  force." 

But  FP  also  shows  capitalism  as  a 
productive  force.  In  a  stationery 
plant,  dozens  of  workers  churn  out 
envelopes,  memo  pads  and  school 
notebooks  on  new  German  machin- 
ery that  cost  FP  $2.5  million.  "Not  a 
speck  of  dust,"  declares  Muhwati,  "or 
else  I  shall  faint." 

Nearby,  24,000  laminated  bags  are 
piling  up  for  shipment  to  a  cement 
company  in  neighboring  Zambia. 
Pasta  packages  go  north  to  Burundi. 
Dog  food  sacks  are  being  sent  south- 
west to  Botswana.  Wax  paper,  plastic 
bags,  toilet  paper,  scouring  pads,  cel- 
lophane tape,  bubble  gum  wrappers, 
pharmaceutical  packages,  powdered 
milk  labels  and  plastic  pouches  for 
bacon  pour  out  of  fp's  factories. 

You  wouldn't  expect  to  have  an 
entrepreneurial  class  in  Zimbabwe, 
but  Fanuel  Muhwati  was  born  into  it 
in  what  was  then  Southern  Rhodesia 
His  father,  who  ran  three  supermar 
kets  and  two  gas  stations,  made  young 
Fanuel  serve  customers  during  school 
holidays.  Muhwati  worked  in  several 
government  ministries  and  a  Europe- 
an-controlled  investment   house   in 
Harare,  which  placed  him  in  a  training 
program    for   merchant   bankers   atf^S 
N.M.  Rothschild  in  London. 

In  1988  Muhwati  was  asked  to 
participate  in  the  sale  of  a  local  paper 
company.  Flexible  Packaging,  for  its 
South  African  owners.  Instead,  he 
and  several  friends,  benefiting  from 
Zimbabwe's  punitive  treatment  of 
foreign  investors,  were  able  to  grab 
the  firm  themselves  for  an  estimated 
20%  of  book  value.  That  helps  explain 
how  Muhwati  drives  a  Mercedes 
260SE  today.  But  he  also  recycles 
some  profits.  He  has  pumped  $14 
million  into  capital  spending,  includ- 
ing plant  and  equipment,  cafeterias 
and  jitneys  for  the  workers,  and  given 
all  the  managers — half  white,  hall 
black — their  own  offices.  Under  the 
previous  owners,  most  black  manag- 
ers were  relegated  to  cubicles. 

What  Zimbabwean  workers  need  is 
lots  more  equity  capital.  It's  hard  tc 
imagine  the  Zimbabwe  cstablishmcni 
will  soon  be  clamoring  for  more  im 
ported  capital.  But  barriers  to  forcigr 
investment  could  come  down.  The> 
came  down  in  Latin  America,  anc 
they  could  in  Africa.  ^ 
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e  Last  Word  on 
Thousjit  Leaders 


Insight  readers  turn  to  the 

last  page  first.  Why?  For 

"The  Last  Word"  -  Insight's 

consistently  best-read 

column,  the  lowdown  on 

cutting  edge  issues. 

Insight  has  the  last  word 
>n  efficiency,  too.  For  every 
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opinion  leader  reached  by 
Commeniary,  five  can  be 
reached  more  efficiently 
through  Insight. 

Insight.  Food  for  Thought 
Leaders.  To  learn  more  about 
Insight,  call  James  D.  McVey, 
Publisher,  at  212-599-1730. 


More  Opinion. 
More  Opinion  Leaders. 
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Stores  that  don't  push  merchandise? 
It's  the  newest  thing  in  brand  promotion. 

Airtfor 
shoes'  sake 


By  Elizabeth  Comte 

New  YORK'S  Museum  of  Modern  Art 
displays  a  Rodin  sculpture  by  placing 
it  atop  a  monumental  stone  base. 
Sony  Corp.  has  the  same  idea.  At  its 
new  Sony  Gallery  store  on  Chicago's 
Michigan  Avenue,  it  has  lovingly  set  a 
single  Sony  Walkman  on  a  similar 
pedestal,  moma's  got  a  Calder  mobile 
hanging  from  the  ceiling.  At  Nike 
Town,  which  opened  July  2  next  door 
to  the  Sony  store,  a  hfe-size  model  of  a 
cyclist  dangles  from  the  rafters. 
To  make  their  products  stand  out 


in  today's  cluttered  retailing  environ- 
ment, both  companies  are  opening 
stores  that  are  half  art  galleries,  half 
walk- in  advertisements. 

"It's  part  of  a  whole  program  of 
imagemaking,"  says  David  Manfredi, 
partner  in  Elkus/Manfredi  Architects 
Ltd.,  the  Boston- based  firm  that  de- 
signed the  Sony  store.  "This  is  an 
opportunity  to  have  direct  control 
over  how  your  company  is  presented 
to  the  world." 

At  the  Sony  and  Nike  stores,  every- 


thing is  at  full  retail  price.  The  idea  is 
to  attract  customers  not  with  dis- 
counts but  with  glamour.  The  idea  is 
to  compensate  for  the  lack  of  time  and 
attention  most  retailers  give  their 
products.  Sales  help  is  rude.  Boxes  are 
stacked  high  and  haphazardly.  In  the 
new  gallery  stores  manufacturers  can 
showcase  their  wares  with  pizzazz — 
hoping  that  even  if  visitors  don't  buy, 
they  leave  with  an  impression  that 
persists  when  they  actually  go  shop- 
ping for  the  products  elsewhere. 


The  Nike  Town 
store  on  Chicago's 
Magnificent  Mile 
Half  art  gallery, 
half  walk-in  ad. 
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Views  From 

Hillsdale 

College 


Why  Are  College  TUitions 
So  High  and  Education  So  Bad? 


Federal  funding  is  corrupting  our  educational  system. 
Spiralling  college  tuitions  reflect  not  only  the  administrative 
cost  of  complying  with  thousands  of  pages  of  regulation,  but 
the  cost  of  allowing  Washington,  D.C.  to  control  student  aid. 
Today,  three  out  of  every  four  dollars  in  student  aid  are 
federal  dollars.  Is  it  any  wonder  that  schools  can  charge  tens 
of  thousands  of  dollars  for  tuition  when  they  know  that  the 
government  will  pick  up  the  tab? 

Federal  grants  are  also  creating  a  non-teaching  faculty. 
At  least  one  prestigious  Ivy  League  university,  over  50  percent 
of  the  classes  are  taught  by  graduate  students.  And  because  it 
holds  the  purse  strings,  the  government  has  been  able  to 
dictate  lowered  admission  standards,  quotas  and  other  harmful 
policies. 

This  climate  of  dependency  has  had  an  even  more  erosive 
effect.  Our  colleges  and  universities  have  lost  the  courage  to 
stand  up  against  the  outlandish  demands  of  every  extreme 
group.  Our  traditions,  great  books  and  Western  values  are 
being  removed  from  the  curricula  in  favor  of  a  smorgasbord  of 
"politically  correct"  courses.  So  as  tuitions  increase,  the  value 
of  education  diminishes.  And  over  one-half  of  the  students 
entering  our  colleges  never  graduate. 

It  is  time  that  the  heavy  hand  of  federal  bureaucracy  and 
control  be  restrained  and  that  our  colleges  and  universities  be 
returned  to  their  administrators  and  boards  and  to  their  own 
standards  of  performance. 
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Hillsdale  College  has  long  practiced  what  it  preaches. 
We  enrolled  women  and  minorities  nearly  two  decades 
before  the  Civil  War.  We  have  never  accepted  one  cent  of 
federal  funds  because  federal  funds  invariably  mean  federal 
control.  We  fund  students  vdth  aid  from  private  sources. 

Over  the  last  20  years,  we  have  sponsored  over  2000  on 
and  oflf  campus  lectures  on  national  issues.  From  these,  we 
select  challenging  speeches  and  publish  them  in  our  monthly 
digest,  IMPRIMIS,  which  means  'In  the  first  place."  This  is 
the  largest  publication  of  its  kind,  with 
circulation  fast  approaching  half  a 
million. 

IMPRIMIS  IS  F/?££:  TO 
ANYONE  WHO  REQUESTS  A 
SUBSCRIPTION-NO  STRINGS 
ATTACHED,  NO  OBLIGATION. 
It's  our  way  of  extending  Hillsdale's 
educational  mission  to  a  national 
audience.  Please  call  or  write  today. 


Dr.  George  Roche 
President,  Hillsdale  College 


Interested  in  the  war  of  ideas?  IMPRIMIS  features 
original  articles  by  Ronald  Reagan,  Charlton  Heston, 
William  F.  Buckley,  Jr.,  Jeane  Kirkpatrick,  Thomas 
Sowell,  Malcolm  Forbes,  Jr.,  Lynne  Cheney,  Tom  Wolfe, 
and  hundreds  more.  Receive  IMPRIMIS /ree  every 
month.  Mail  this  coupon  to  IMPRIMIS,  Dept.  FB-8, 
Hillsdale  College,  Hillsdale,  MI  49242. 

Or  call  toll-free:  1-800-535-0860 


Above  address  is:      □  Home       □  Office 


Hillsdale  111 ^^^ 
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Inside  Sony  Corp.'s 
Sony  Gallery 
Image  is 
everything, 
sales  are 
utterly 
irrelevant. 


The  68,000-square-foot  Nike 
Town  is  an  ode  to  athletic  footwear 
and  its  uses.  In  the  basketball  section  a 
mural  of  Nike's  superstar  spokesman, 
Michael  Jordan,  rings  a  basketball 
court  while  speakers  pump  out  the 
sound  of  squeaking  sneakers.  In  the 
section  where  Nike  sells  its  beach- 
wear,  a  giant  fish  tank  is  set  in  the  wall 
and  customers  stand  on  a  screen 
showing  videos  of  sea  urchins.  Up- 


stairs a  video  theater  runs  a  continu- 
ous loop  of  Nike  commercials  and 
footage  of  Nike  athletes.  "When  peo- 
ple walk  into  the  store,  the  first  thing 
we  want  them  to  recognize  is  we're  all 
about  authenticity  in  sports  and  fit- 
ness," said  Larry  Hohl,  Nike's  vice 
president  of  retail  operations. 

It  seems  to  work.  Since  it  opened, 
the  Nike  store  has  attracted  as  many  as 
50,000  visitors  a  week — on  one  re- 


cent Saturday  there  was  a  one -hour 
wait  to  get  in  the  door — making  Nike 
Town  one  of  Chicago's  most  popular 
attractions. 

Nike  wants  the  customer  to  ooh 
and  ahh;  it  also  wants  him  to  reach  for 
his  wallet.  So  it  has  set  up  the  store  to 
encourage  that.  Every  Nike  collection 
is  represented — shoes  are  retrieved 
from  inventory  in  less  than  a  minute 
via  a  computerized  "shoe  tube" — 
and  all  the  sales  clerks  work  on  a 
straight  commission. 

Nike  refuses  to  release  revenue  fig- 
ures for  the  store  but  claims  that  it  has 
been  getting  an  average  of  5,000 
people  a  week  spending  $50  a  pop. 
Nike  plans  to  open  20,000-to- 
30,000-square-foot  stores  in  Orange 
Count\%  Calif  and  Adanta  next  year, 
and  is  even  considering  a  store  in 
Europe. 

At  the  Sony  Gallery  next  door, 
image  is  everything  and  sales  are  ut- 
terly irrelevant.  "We  want  to  get  our 
message  across  about  technology  and 
Sony  corporate  culture,"  says  Mi- 
chael Lyons,  Sony's  national  sales 
manager  for  retail  operations.  "It's  a 
new  form  of  advertising  for  us." 

The  ten  salespeople  on  duty  don't 
work  on  commission  and  have  no 
incentive  to  push  product.  Instead, 
they  demo  products.  Mock  bedrooms 
and  living  rooms  show  how  Sony's 
electronic  components  fit  in  with 
home  decor.  A  couch  in  the  back  of 
the  store  sits  before  the  12 -foot  video 
screen  of  Sony's  new  home  theater 
system:  ten  components,  four  amps, 
seven  speakers — all  for  $20,000.  A 
salesman  presses  the  remote  control 
and  a  video  projector  drops  from  the 
ceiling  to  show  Michael  Jackson's 
"Beat  It"  video  on  the  screen  at  wall- 
shaking  volume. 

The  merchandise  is  in  stock  if  any- 
one gets  turned  on  enough  to  buy  it, 
but  who  wants  to  pay  list  price?  The 
hope  is  that  a  vision  of  the  merchan 
dise  so  tastefiilly  displayed  will  send 
the  consumers  rushing  to  their  near- 
est discount  house  with  the  name 
Sony  on  their  lips.  Sony  is  planning 
additional  galleries  on  the  West  Cx^ast 
and  in  New  York  within  the  next 
several  years. 

Which  of  course  means  the  trend 
will  undoubtedly  spill  over  to  other 
manufacturers.  Tomato  paste?  Just 
below  the  Rembrandt.  ^ 
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Homes  purchased  in  the  United  States 

since  1970: 83  million. 
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Homes  financed  in  the  secondary 
mortgage  market:  50  million. 


^ 


Homes  financed  by  Freddie  Mac:  1  in  8. 


Home  is  much  more  than  simple  shelter.  It's  the  start  of  infinite 
possibilities,  a  source  of  security.  Homeownership  creates  a  strong,  stable 
community.  At  Freddie  Mac.  we  help  people  buy  homes.  By  increasing  the 
flow  of  funds  from  investors  to  lenders  to  home  buyers,  Freddie  Mac  makes 
mortgage  financing  more  available  and  affordable.  Since  1970,  we've 
financed  homes  for  millions  of  American  families.  And  that's  a  success 
story  we're  proud  of. 
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Freddie  Mac 


THE  IDEA  BEHIND  ONE  IN  EIGHT  AMERICAN  HOMES. 
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With  their  basic  business  eroding,  the  seven  Bell  sisters 
face  an  uncertain  and  rocky  future.  They  are  fighting  back, 
but  have  one  hand  tied  behind  them. 


What  should  we  be.^" 


By  Gary  Slutsker 

May  29  Robert  Barnett's  career  came 
to  a  sudden  end.  The  midwesterner, 
age  52,  had  spent  his  entire  career  in 
the  Bell  system  and  had  risen  to  presi- 
dent of  Ameritech's  Bell  group.  A 
blunt  memo  on  a  Friday  in  May  cut  all 
that  short.  He  was  "taking  early 
retirement,"  and  by  the  following 
Monday  Barnett  had  cleared  out  his 
desk  and  was  gone. 

Barnett  has  plenty  of  company. 
Top  executives  in  the  Bell  system  used 
to  stay  until  the  mandatory  retirement 
age  (65),  but  no  longer  is  a  job  with 
the  telephone  company  a  lifetime  ca- 
reer. Half  of  the  total'  500,000-plus 
workers  employed  by  the  seven  Bell 
companies*  may  lose  their  jobs  in  the 
next  five  years,  reckons  Michael  EU- 
ing,  an  Oppenheimer  analyst. 

If  investors  think  they  will  be  spared 
the  pain  that  technology  and  regula- 
tory changes  are  inflicting  on  the  old 
telephone  monopolies,  they  are  mis- 
taken. The  old  parent,  at&t,  facing 
up  to  new  competitive  forces  after  the 
breakup  of  the  Bell  system,  took  $10 
billion  in  network  writeoffs;  now  it's 
the  operating  companies'  turn.  Their 
dividends  could  be  cut,  their  very 
busmess  franchises  imperiled. 

Consumers  are  at  risk,  too.  For 
years,  monthly  residential  rates  have 
been  subsidized  by  "access" 
charges— tribute  to  the  local  gate- 
keepers paid  by  long  distance  suppli- 
ers. That  politically  popular  arrange- 
ment is  endangered.  Technology  will 
permit  high-volume,  long  distance 
users,  both  business  and  residential, 
to  end-run  the  access  charges.  The 
Federal  Communications  Commis- 
sion is  expected  to  decree  in  mid- 

*Ameritech,  Bell  Atlantic,  BellSouth,  Nynex, 
Pacific  Telesis,  Southwestern  Bell  and  US  West. 


September  that  local  phone  compa- 
nies must  permit  upstarts  to  install 
equipment  on  or  near  phone  compa- 
ny propert)'  and  interconnect  using 
leased  private  lines.  Meanwhile, 
Comcast  Corp.,  the  cable  operator,  is 
currently  demonstrating  its  ability  to 
make  phone  calls  to  different  cities 
without  using  local  phone  companies. 

Having  read  the  rather  disturbing 
handwriting  on  the  wall,  all  seven  of 
the  Bell  telephone  utilities  are  tr)'ing 
to  remake  themselves.  Ameritech  is 
doing  so  in  the  most  dramatic  fashion. 
Since  taking  over  in  1984,  Chairman 
William  Weiss  has  dumped  3,624  jobs 
and  last  month  said  he  will  lose  2,500 
more — all  white-collar  jobs.  But  cost- 
cutting  alone,  while  necessary  for  sur- 
vival, will  not  assure  it. 

Today  telephone  competition  im- 
pinges directly  on  less  than  1%  of  the 
seven  Bells'  $80  billion  total  business. 
But  already  it  is  having  a  profound 
effect.  You  may  not  yet  have  a  choice 
of  phone  companies  for  residential 
service,  but  large  phone  users  do.  The 
California  Public  Utilities  Commis- 
sion regulates  Pacific  Bell,  yet  the 
commission  itself  bypasses  Pacific  Bell 
by  using  the  state  government's  pri- 
vate phone  network. 

As  competition  eats  into  their  basic 
business,  the  Bells  must  find  new 
sources  of  revenue,  like  cellular  phone 
service.  They  would  especially  love  to 
get  into  the  long  distance  business 
and  cable  I'V  programming — if  only 
the  government  would  let  them — but 
that  prospect  is  becoming  increasing- 
ly remote  (see  box,  p.  134). 

The  most  immediate  problem  for 
the  Bells  is  weaning  themselves  from 
the  cosily  regulated  financial  structure 
created  after  divestiture  in  1984.  To 
ensure  "aflbrdable"  local  phone  ser- 


vice, the  government  decreed  that 
rates  be  distorted  in  such  a  way  that 
businesses  subsidized  residences, 
long  distance  calls  subsidized  local 
ser\dce,  and  cities  subsidized  the 
boondocks. 

"This  whole  thing  will  blow  up  in 
the  next  year,"  says  Victor  Schnee  of 
Probe  Research,  Cedar  Knolls,  N.J., 
whose  predictions  of  the  imminent 
demise  of  the  old  monopolies  are  now 
being  taken  to  heart  by  phone  compa- 
ny executives  and  Wall  Street. 
Schnee's  recent  report,  "The  End  of 
the  Local  Monopolies,"  details  how 
Bells  solved  cash  crunches  over  the 
last  20  years  by  grabbing  $50  billion 
in  "excess  depreciation"  and  other 
regulatory  largesse.  "This  has  led  to 
an  internal  stalemate  between  those 
who  want  to  cling  to  the  system  and 
others  who  want  to  address  massive 
opportunities  of  the  fiiture.  This  is  the 
U.S.S.R.  circa  1989." 

The  subsidies  arc  shrinking.  The 
biggest  one,  "access  charges,"  is  what 
the  long  distance  carriers  (AT&T,  MCI 
and  Sprint)  pay  local  phone  compa- 
nies to  originate  and  complete  calls. 
These  account  for  $20  billion  a  year, 
or  25%  of  the  Bells'  revenues, 
and  remain  the  single  largest 
expense    for    long    distance 
carriers. 

Since  1984,  while  long  distance 
traffic  has  grown  12%  a  year,  the  Kx; 
has  reduced  access  charges  somewhat. 
For  an  average  long  distance  call,  they, 
have  gone  from  1 7.3  cents  a  minute  in 
1984  to  just  6.7  cents,  as  the  call  itself 
went  from  47  cents  to  23  cents.  More 
cuts  are  coming.  "Trust  me,  we're 
nowhere  near  cost-based  pricing  in 
access,"  says  Michael  Baudhuin, 
AT&r's  vice  president  of  government 
relations. 
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Falling  access  charges  have  had  a 
severe  effect  on  telephone  company 
financial  results.  At  Southwestern  Bell 
phone  revenues  actually  have  shrunk 
slightly  over  the  last  three  years. 
Southwestern's  successful  cellular 
business  has  compensated  for  some  of 
the  loss,  quadrupling  customers  since 
1987  and  helping  non- monopoly  rev- 
enues triple  to  $1.5  billion.  The  com- 
pany is  also  sitting  on  a  $1.4  biUion 
paper  profit  on  Telefonos  de  Mexico 


stock  But  even  Southwestern  v^dll  be 
hard-pressed  to  keep  producing  such 
rabbits  out  of  its  hat  if  phone  revenues 
keep  shrinking. 

Access  charges  are  under  attack  on 
two  fronts.  Roughly  a  fifth  of  the  $20 
billion  comes  in  the  form  of  payments 
for  connections  between  high-vol- 
ume business  customers  and  their 
leased  lines.  Suppose  an  airline  leases  a 
long  distance  line  from  AT&T  to  con- 
nect a  reservation  svstem  to  an  air- 


port. It  still  has  to  deal  with  local 
monopolies  at  each  end  for  the  last 
several  miles  of  the  linkage — unless  it 
can  do  bypass  surgery.  The  balance  of 
the  access  honey  pot  comes  in  the 
form  of  access  for  dial-up  service. 

The  FCC  is  expected  to  open  up 
dial-up  access  to  competition  by  next 
year.  Several  states,  including  New 
York,  Illinois,  Massachusetts  and  Cal- 
ifornia, have  already  moved  in  this 
direction  for  intrastate  calls,  prompt- 
ed by  firms  like  Teleport  and  Metro- 
politan Fiber  Systems  that  make  a 
living  helping  corporations  bypass  the 
local  phone  company. 

Meanwhile,  the  unnatural  monop- 
oly granted  over  certain  medium  dis- 
tance calls  by  U.S.  District  Court 
Judge  Harold  Greene  is  coming  to  a 
timely  death.  Money  at  stake:  $10 
billion  a  year.  In  California  Judge 
Greene's  decree  created  a  juicy  mo- 
nopoly for  Pacific  Bell.  Calling  Los 
Angeles  from  San  Francisco  is  cheap 
because  the  two  cities  are  in  different 
Greene-defined  areas.  But  calling  San 
Jose,  which  is  much  closer,  is  four 
times  as  expensive. 

AT&T,  MCI  and  Sprint  have  been 
angling  for  a  piece  of  that  lucrative 
Silicon  Valley  to  San  Francisco  busi- 
ness for  a  long  time.  Judge  Greene 
invited  state  regulators  to  override  the 
medium  distance  monopoly  ruling, 
and  many  have.  Belatedly,  California 
regulators  are  about  to  join  them.  For 
Pacific  Telesis,  Pac  Bell's  parent,  the 
result  will  be  painful.  PacTel  gets  $2.2 
billion,  or  22%  of  total  revenues,  from 
monopoly  medium  distance  calls. 
PacTel  says  competition  will  chop  its 
toll  revenues  in  half.  To  make  up  the 
lost  $1  billion,  Pac  Bell  wants  regula- 
tors to  let  it  hike  basic  monthly  rates 
by  as  much  as  $5. 

Twenty  billion  at  risk  here,  10  bil- 
lion there,  pretty  soon  it  adds  up  to 
some  real  money.  One  of  the  principal 
attractions  of  the  Bells  to  investors, 
dividend  growth,  has  virtually 
stopped,  as  dividends  have  come  to 
make  up  larger  and  larger  proportions 
of  earnings.  The  dividend  payout  rate 
(dividends  divided  by  net  earnings) 
has  climbed  since  divestiture.  At  the 
biggest  sibling,  BellSouth,  the  rate 
went  from  46%  in  1984  to  88%  last 
year,  leaving  very  litde  cushion  for 
downturns  or  capital  for  reinvest- 
ment. This  at  a  time  when  the  Bells' 
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networks  require  massive  investments 
in  digital  switches,  fiber  and  market- 
ing. Yet  another  headache  is  the 
looming  cost  of  health  benefits  prom- 
ised to  retirees.  Bell  Atlantic  already 
took  the  drastic  step  of  writing  down 
17%  of  its  local  phone  companies' 
equity — $1.5  billion— to  reflect  fij- 
ture  health  costs.  Others  will  follow 
suit  in  coming  years. 

Because    for   so    many   years    the 


phone  companies  were  rate-of-return 
regulated  monopolies,  their  manage- 
ments had  a  strong  incentive  to  build 
assets;  the  greater  the  assets,  the  more 
profits  the  companies  could  earn 
profits  against.  As  a  result,  many  assets 
were  not  written  down  as  fast  as  they 
should  have  been,  especially  in  recent 
years  when  technological  change  has 
accelerated. 

Despite  all  the  talk  about  the  magi- 


cal power  of  fiber  optics  and  digital 
transmission,  the  Bells'  networks  are 
still  overwhelmingly  copper.  Fiber 
trunks  connect  switching  offices  and 
long  distance  hubs,  but  far  more  cop- 
per is  going  into  the  phone  networks 
today  than  fiber — over  $3  billion 
worth  a  year,  or  22%  of  capital  spend- 
ing, versus  6%  for  fiber. 

At  some  Bells,  copper  wire  is  depre- 
ciated over  35  years  and  analog  elec- 
tronic switches,  introduced  in  1968, 
over  40  years.  To  stave  off"  having  to 
accelerate  depreciation — which  al 
most  always  involves  the  politically 
unpalatable  step  of  raising  rates — 
many  local  phone  companies  are  try- 
ing to  extend  the  life  of  their  existing 
.  copper  wires.  One  such  project  sends 
workmen  down  a  manhole  to  convert 
two  ordinarx'  phone  lines  into  a  digital 
high-speed  data  line.  Today  compa- 
nies like  Tellabs  of  Lisle,  111.  and 
PairGain  Technologies  of  Cerritos, 
Calif,  sell  digital  signal  processors  that 
eliminate  the  need  to  install  amplifiers 
even'  thousand  yards.  Data  compres- 
sion schemes  could  milk  a  few  more 
years  out  of  copper  wires.  But  even 
the  best  compression  won't  make  a 
twisted  pair  into  a  coaxial  cable  hook- 
up. Bell  Atlantic  has  scheduled  a  trial 
of  a  video-on-demand  ser\'ice  in 
Washington,  D.C.  for  1993,  using 
heavily  compressed  signals  going 
down  copper  wire.  But  all  that  Bell 
Atlantic  will  deliver  with  its  strenuous 
electronic  efforts  will  be  a  vcR-quality 
picture.  Using  the  same  compression 
technolog}%  a  cable  television  compa- 
ny could  deliver  high-definition  sig- 
nals— lots  of  them. 

The  Bells,  meanwhile,  defend  their 
flanks  when  they  can.  Thus  Pacific 


Capitol  mvestment 

With  local  monopoly 
revenues  flat,  the  Bell  oper- 
ating companies  have 
been  lobbying  for  the  right 
to  enter  the  long  dis- 
tance, manufacturing  and 
information  services  busi- 
nesses, as  well  as  the  right  to 
own  cable  TV  systems  in 
their  territories.  Their  ene- 
mies— among  them 
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newspaper  publishers,  ca- 
ble operators,  long  dis- 
tance companies,  database 
providers  and  florists — 
are  putting  up  a  big  fight. 

The  Bells  have  won  a 
few  skirmishes.  They  can 
now  provide  some  infor- 
mation services,  including  a 
"video  dial  tone,"  or  the 
transmission  of  video  pro- 
grams prepared  by  oth- 
ers. But  they're  having 
trouble  getting  what  they 


want  on  Capitol  Hill.  Last 
year  Representative  Jim 
Cooper  (D-Tenn.)  intro- 
duced a  bill  that  would 
have  let  the  Bells  provide 
the  "content"  of  infor- 
mation services  other  than 
cable  TV  once  they  faced  a 
minimum  threshold  of 
competition — 10%  of  the 
old  monopoly  telephone 
exchange.  The  Bells  were 
not  happy  with  the  ap- 
proach and  attacked 


Cooper  and  colleagues 
with  embarrassing  ads  in 
hometown  papers.  •     , 

The  Bells  have  failed  to   I 
block  a  measure  sponsored 
by  House  Judiciary  Com- 
mittee (Chairman  Jack 
Brooks  ( D-Tex. ) .  The 
bill,  which  passed  the  com- 
mittee in  August,  would 
send  the  Bells  back  to  where 
they  were  in  the  1984  dc 
crce  from  Judge  Harold 
Greene.  -G.S. 


4 


Forbes  ■  September  28,  1^'" 


i 


The  answer  to  tomorrow's  problems 
lies  in  our  children's  hands. 

By  linking  children  in  rural  schools  with 

the  best  teachers  and  resources,  advanced 

video  networks  from  Northern  Telecom 

and  local  phone  companies  are  bringing 

a  brighter  future  within  reach. 
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Bell  responded  in  1989  to  a  plan  by 
Chicago- based  Metropolitan  Fiber 
Systems  to  build  a  competitive  fiber 
loop  in  downtown  Los  Angeles.  Pa- 
cific Bell  cut  its  private  line  prices  by 
50%  overnight.  Metro  went  ahead 
anyway  and  today  claims  over  half  the 
city's  new  leased-Hne  business. 

The  Bells  can't  afford  to  play  de- 
fense for  the  rest  of  their  depreciable 
lives.  They  have  to  sell  service  the  way 
a  Sears  or  a  Citicorp  does — and  hard 
selling  is  new  to  them.  They  are  learn- 
ing, but  slowly.  Five  years  ago  Nyn- 
ex's  New  York  Telephone  took  over 
six  weeks  to  install  a  private  leased 
line.  Now  it  takes  a  few  days.  Residen- 
tial phone  service  can  be  turned  on 
within  hours  of  a  request.  These  days 
at  New  York  Telephone  and  other 
Bells  a  small  but  increasing  compo- 
nent of  bonuses  for  nonunion  staff 
depends  on  quantitative  results  of 


customer  satisfaction  surveys. 

All  Bells  now  have  fiber  loops  of 
their  own  in  big  cities  and  are  learning 
about  marketing  to  corporations. 
Soon  after  the  recent  Chicago  flood, 
the  Army  Corps  of  Engineers  inadver- 
tendy  bored  through  one  of  Illinois 
Bell's  fiber  lines.  But  because  the  fiber 
line  used  so-called  self-healing  loop 
technology,  all  circuits  on  the  fiber 
ring  automatically  switched  routes 
within  40  milliseconds. 

At  Bell  Adantic  the  best  and  bright- 
est executives  are  assigned  to  a  Red 
Team,  where  they  chart  strategies  to 
defeat  themselves,  the  local  telephone 
monopoly.  A  few  years  ago  these  fast- 
track  executives  would  have  been  run- 
ning the  regulatory  affairs  depart- 
ment, developing  new  depreciation 
strategies,  but  now  they  are  imper- 
sonating top  management  at  phone 
company  enemy  number  one,  a  cable 


Raymond  Smith,  chairman  of  Bell  Atlantic 

"If  we  do  get  competition  from  the  cable  companies, 

I  will  look  forward  to  our  ads  comparing  our  record  of  service." 


television  outfit.  Among  the  issues  of 
the  day:  figuring  the  economics  of 
telephone  number  portability,  a  data- 
base scheme  now  used  in  800  service 
that  would  let  customers  switch  local 
phone  suppliers  to  the  cable  TV  outfit 
without  having  to  change  numbers. 

Bell  Atiantic  Chairman  Raymond 
Smith  concludes  he  can  handle  what- 
ever competition  comes  his  way.  "If 
we  do  get  telephony  competition 
from  the  cable  companies,  I  will  look 
forward  to  our  advertisements  com- 
paring our  record  of  service,"  he  says. 

One  odd  result  of  the  regulatory 
morass  in  the  U.S.  is  that  the  local 
Bells  are  beginning  to  export  the  ex- 
pertise that  long  made  U.S.  telephone 
service  the  envy  of  the  world.  Over  the 
next  three  years  BellSouth  wdll  have 
invested  $300  million  in  Australia  in  a 
consortium  called  Optus  Communi- 
cations that  will  create  a  competitive 
alternative  to  that  country's  monopo- 
ly phone  company.  "Optus  is  an  in- 
teresting lab  experiment,"  says  John 
Gunter,  a  BellSouth  vice  president 
involved  in  strategic  planning. 
"We're  going  in  with  zero  market 
share  and  attempting  to  convince  the 
customers  that  we  have  some  services 
to  offer.  It'll  be  a  learning  experience 
for  us." 

Next,  the  seven  Bell  companies 
could  start  competing  against  one 
another.  So  far  this  sibling  rivalry  has 
been  sporadic  and  confined  mostiy  to 
things  like  Yellow  Pages.  Pacific  Tele- 
sis  bought  an  option  in  1990  on  a 
Chicago  cable  system  but  is  still  tied 
up  in  red  tape.  This  fall  Merrill  Lynch 
will  sell  its  interest  in  New  York- based 
Teleport  Communications  to  cable 
giants  TCI  and  Cox  Cable.  With  by- 
passers  building  fiber  rings  in  such 
remote  places  as  Grand  Rapids, 
Mich.,  it  won't  be  long  before  the 
Bells,  too,  start  buying  into  the  bypass 
business,  outside  their  own  region. . 

Once  subsidies  disappear,  will 
phone  companies  still  provide  univer- 
sal— cheap — service?  Probably  not. 
Some  rate  regulators  may  not  like  it, 
but  hard  economics  dictate  rate  hikes 
in  rural  areas.  Facing  the  music  right 
after  divestiture,  Illinois  regulators 
ended  the  subsidy  paid  by  Chicago 
businesses  to  support  cheap  phone 
bills  for  farmers  downstate.  Illinois 
utility  commissioner  Terrence  Bar- 
nich's  radical  proposal  to  turn  down- 
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A  brand  nfew  company  with  50  years  of  experience.  A 
wo-billion-dollar  company  with  all  the  spirit  of  a  start-up. 
Phis  is  Lexmark  International. 

Created  in  1991  from  a  division  of  IBM,  Lexmark 
nherited  a  half -century  of  product  leadership  and  innova- 
ion. Today,  we're  an  independent,  worldwide  company, 
estructured  to  respond  more  quickly  to  customer  needs, 
mplementing  new  development  processes  to  bring  prod- 
icts  to  market  faster.  And  dedicating  ourselves  to  one 
dea:  everything  we  make,  from  award-winning  IBM 
^serPrinters  and  typewriters  to  IBM  office-equipment 


supplies  and  keyboards,  will  excel  at  letting  you  make 
your  mark  on  the  world. 

To  learn  more  about  Lexmark,  call  us  at 
1800  358-5835,  ext.  222. 


Lexm^^rk 


Make  Your  Mark 


IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation  in  the  U.S.  and/or  other  countries,  and  is  used  under  license.  Lexmark  is  a  trademark  of  Lexmark  International,  Inc.  ©  1992  Lexmark  International,  Inc. 
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Illinois  Commerce  Commissioner 
Terrence  Barnich 

Let  the  market,  not  bureaucrats, 
regulate  utilities. 


town  Chicago  into  a  no-holds- barred 
telecommunications  free  trade  zone  is 
considered  a  model  by  other  state 
regulators. 

In  other  states  egalitarian  rate-set- 
ting is  the  norm.  If  they  are  forced  to 
continue  subsidizing  the  poor  and  the 
rural,  it  will  be  tough  for  their  tele- 
phone companies  to  contend  with 
competitive  assaults  on  their  business 
customers  in  cities. 

Pardy  in  response  to  this  problem, 
Pacific  Telesis  announced  it  is  consid- 
ering spinning  off  its  regulated  phone 
company  into  a  separate  company  to 
let  the  parent  focus  on  cellular  and 
other  unregulated  areas.  Others  are 
considering  selling  off  parts  of  their 
networks  so  that  growth  areas  aren't 
held  back  by  older  businesses.  Says 
Ameritech's  Weiss,  "What  we  have  to 
decide  is,  'Are  we  really  an  $1 1  billion 
business  that  will  grow  at  1%  a  year  or 
should  we  be  an  $8  billion  business 
that  grows  at  12%  a  year?'  " 

"What  should  we  be.>"  Weiss  asks 
as  he  stares  at  a  blank  pad  on  his 
conference  table.  "Everybody  faces 
that  question,  and  most  people  are 
answering  that  we  should  be  what 
we've  always  been.  I'm  sure  that's  the 
wrong  answer." 

We  won't  be  so  bold  as  to  predict 
what  will  become  of  the  seven  so- 
called  Baby  Bells.  But  this  we  will 
crystal -ball:  that  their  days  as  safe  ha- 
vens for  timid  capital  are  ending.    WM 
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Computers  made  Everyman  ^ 

into  a  desktop  publisher.  . 

Tlie  next  game  is  desktop  broadcasting. 

Hoot  'n  holler 
goes  digital 


By  Jeffrey  Young 

If  YOU  ARE  one  of  the  would-be  info- 
preneurs  who  missed  the  (900)  phone 
number  craze  of  a  few  years  ago,  don't 
despair.  There  is  still  plenty  of  room 
left:  in  the  marketplace  for  specialized 
data  vendors  who  will  sell  their  prod- 
uct not  by  telephone  line  but  by 
airwave. 

For  the  past  five  years  Mainstream 
Data,  Inc.  of  Salt  Lake  City  has  pro- 
vided information  impresarios  with 
the  nation's  only  common  carrier-like 
data  network.  The  company,  with  40 
employees  and  about  $10  million  a 
year  in  revenues,  says  there's  still  plen- 
ty of  capacity  for  any  smart  operator 
who  can  figure  out  how  to  make  data 
valuable  to  a  group  of  customers. 

"We've  got  ourselves  a  digital  hoot 
'n  holler  network,"  says  Mainstream's 
president.  Miller  (Mo)  Gardner. 
"Anybody  can  get  on  the  line,  but 
you  only  pipe  up  when  something 
you've  got  an  interest  in  comes 
along." 

Hoot  'n  holler  networks  flourished 
among  some  small  businesses  in  the 
1950s  and  1960s.  Junkyards,  for  in- 
stance, all  clustered  in  one  part  of 
town,  would  string  up  a  phone  wire, 
put  in  a  squawk  box  and  microphone 
at  each  yard,  and  ask  one  another  for 
parts  a  customer  needed.  The  system 
was,  in  a  way,  a  forerunner  of  the 
specialized  networks  on  which  traders 
swap  stocks  and  currency  futures. 

The  Mainstream  idea  replaces  the 
do-it-yourself  wiring  of  junkyard  op- 
erators— and  the  expensive  leased 
phone  lines  of  currency  traders — with 
broadcasting  towers  and  satellites.  By 
so  doing,  it  is  able  to  distribute  data  to 
the  customers  of  50  different  infor- 


mation providers,  ranging  from  a  na 
tional  used  parts  network  run  out  of 
northern     California     to     financial, 
weather  and  news  services. 

But  Mainstream  doesn't  own  the 
broadcast  towers;  instead,  it  piggy- 
backs on  existing  fm  radio  stations. 
Starting  in  the  mid-1980s.  Main- 
stream, with  the  help  of  venture  capi- 
tal from  Texas  merchant  bankers  Ma- 
son Best  (Forbes,  Apr.  6, 1987),  went 
to  FM  station  owners  in  14  metropoli- 
tan areas  and  leased  rights  to  so-called 
subcarrier  space  on  their  broadcast 
channels.  In  the  wide  open  spaces  far 
from  one  of  these  fm  stations,  Main- 
stream broadcasts  directiy  from  a 
General  Electric  satellite  on  which  it 
has  leased  space. 

What's  a  subcarrier?  It's  a  sliver  of 
what  might  be  called  dead  air  space 
within  the  broadcast  channel  allotted 
to  an  fm  station  owner.  The  broad- 
caster can  tuck  a  subcarrier  signal,  at 
low  power,  into  his  broadcast  without 
disturbing  the  music  or  whatever  he 
has  on  the  main  signal.  Federal  Com- 
munications Commission  rules  per- 
mit station  owners  to  sublet  their 
subcarrier  space. 

Next,  Mainstream  needed  smart 
boxes  to  pick  up  data  signals  and 
decode  them.  Because  the  fm  subcar- 
riers  typically  are  broadcast  at  only. 
10%  of  the  power  of  the  main  fm 
signal.  Mainstream  builds  receivers 
with  industrial-strength  tuner  circuits 
and  interference  resistance  that  i 
rents  out  for  $25  per  month.  The 
boxes  have  to  be  smart  enough  to  pick 
out  of  a  river  of  data  only  the  trickle 
that  relates  to  one  particular  end 
user — transmission  prices  for  a  junk 
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The  more  successful  the 
company,  the  more  information 
it  creates.  So  when  it  comes  time 
to  store  and  retrieve  this  valuable 
information,  more  than  80%  of  the 
FORTUNE  500  rely  on  Anacomp 
and  micrographics  for  a  solution 
that  lands  them  major  savings. 


Just  What  Is  Rche? 

Each  Anacomp  fiche  is  a  4"x  6"  sheet  of 
microfilm  that  holds  up  to  700  pages  of 
information.  In  most  cases,  fiche  can  be 
retrieved  and  used  more  quickly  than 
competing  media  such  as  magnetic  tape 
and  optical  disc.  Most  important,  savings 
in  the  cost  of  paper,  storage  space,  mailing 
costs,  and  manpower  make  fiche 
far  and  away  the 
most  cost-effective 
way  to  store  and 
retrieve  data. 


As  a  cost-effective  alternative 
to  paper-based  information 
management  systems,  Anacomp's 
micrographics  is  unsurpassed. 
Here  are  some  specific  examples 
of  savings  netted  by  Anacomp 
customers: 

>^  An  80%  savings  on 
the  cost  of  labor 
>^  A  99%  savings  on 
the  cost  of  mailing 
♦  A  90%  savings  on 
the  cost  of  materials 
>^  A  99%  savings  on 
the  cost  of  storage. 


When  we  are  invited  to  'Anacomp 
your  company,"  we  do  a  thorough 
audit  of  the  way  your  business 
manages  its  information.  Without 
exception,  we  can  provide  precise 
cost  savings  in  real  dollars  over 
specific  time  frames. 

Such  dramatic  savings,  especially 
in  today's  business  environment, 
have  helped  Anacomp  become  a 
member  of  the  FORTUNE  500. 

Let  us  'Anacomp  your  company." 
To  find  out  how,  contact  P  Lang 
Lowrey,  SVI^  Anacomp,  Inc.,  3060 
Peachtree  Road,  N.W,  Atianta,  GA 
30305,  or  call  (404)262-2667. 

nacGinp 

The  Image  Of  The  Future 


®  1992  Anacomp.  Inc. 


f.m'''     us 

fACOMP 
YOUR 
COMPANY 
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Chief  Executive  Officer  Scott  Calder  (left)  and  President  Miller  Gardner  of  Mainstream  Data 

are  on  tfie  lookout  for  information  entrepreneurs  with  specialized  databases  to  sell  over  the  air. 

Says  Miller  Gardner,  "We  went  out  in  search  of  this  new  breed  in  every  place  you  can  imagine . . .  and  a  lot  of  places  you  can't." 


yard  owner,  casting  calls  for  members 
of  a  Hollywood  network.  The  boxes 
also  listen  to  special  codes  in  the  signal 
that  tell  them  who  hasn't  paid  his  bills 
and  shut  down  when  appropriate. 

There  was  only  one  thing  missing 
in  this  scenario:  customers.  At  this 
point  Gardner  and  his  partners  decid- 
ed not  to  sell  services  to  end-users  but 
to  act  as  a  carrier  only,  figuring  that  a 
transmission  royalty  from  a  lot  of 
different  services  was  better  than 
owning  all  of  one.  You  get  rich  faster 
selling  software  than  you  do  selling 
newsletters. 

Mainstream  had  to  find  data  ser- 
vices with  time-sensitive  material  to 
distribute  that  needed  point-to-mul- 
tipoint distribution  to  their  clients.  As 
it  turned  out,  this  wasn't  too  hard. 
The  wire  service  news  agencies — 
Agence  France-Presse,  Reuters,  Dow 
Jones,  UPI,  AP — were  all  looking  for 
someone  else  to  manage  and  maintain 
a  data  network  for  them.  Financial 
information  and  investor  analysis  ser- 
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vices,  weather  information,  special- 
ized wires  and  others  soon  came  into 
the  fold.  Mainstream  sells  or  leases  the 
smart  boxes,  then  bills  the  data  pub- 
lishers for  what  goes  out  over  the 
airwaves,  letting  the  publishers  in  turn 
charge  their  customers  whatever  each 
individual  market  will  bear. 

True  to  its  roots,  digital  hoot  'n 
holler  can  get  very  specialized.  For 
instance.  Allied  Information  Net- 
works is  a  service  linking  several  hun- 
dred farm,  truck  and  construction 
salvage  yards  around  the  nation.  Need 
a  new  transmission  for  that  big  skip 
loader?  Within  minutes  the  message 
can  be  sent  into  Mainstream  Data's 
system  and  transmitted  across  the  na- 
tion. Do  you  have  a  rare  coin  or 
baseball  card  to  sell?  A  Connecticut 
entrepreneur  runs  an  information  ser- 
vice linking  these  dealers.  Artis  is  a 
Boston-based  company  providing  a 
network  for  stamp  dealers.  Break- 
down Services  Ltd.  in  Los  Angeles 
sends    out    casting    information    to 


( 

P 
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about  100  talent  agencies. 

Gardner  and  his  partners  aren't  sit-  Ij 
ting  still.  The  firm  now  has  a  software  " 
filter  product,  called  Newscast,  that  pu 
allows  a  corporate  or  individual  sub-  |f 
scriber  to  create  a  keyword  filter  that  hi 
passes  only  those  news  stories  that  ■" 
match  the  criteria.  Another  Main-  'ft 
stream  product  uses  a  popular  elec-  *> 
tronic  mail  product,  CE  Soft^vare's  '"» 
QuickMail,  to  broadcast  custom  fil-  ]~ 
tered  news  and  office  mail  to  any  i, 
receiver.  The  company  has  also  devel- 
oped direct  broadcast  satellite  system^ 
that  take  advantage  of  largely  unusec 
space  in  a  microwave  section  of  the 
broadcast  spectrum.  Gardner  says] 
that  Mainstream  will  soon  be  selling 
receiver-antenna  units  for  this  cominj 
technology  for  only  $600. 

"You  know,  with  our  addressing 
system  wc  can  send  messages  only  tc 
those  subscribers  living  in  one  coun 
ty,"  Gardner  laughs.  "Or  even  along 
one  street.  Think  what  you  could  d( 
with  that."  ■ 


Forbes  ■  September  28,  1991 


1 


COPYING  POWER. 

PRINTING  ■  POWER. 

SCANNING  POWER.  GET 

POWER  TO  PUT  ON 

PAPER  WHAT  YOU  CREATE  ON 

THE  SCREEN.  ^THE  POWER  TO  SCAN  IN 
24-BIT  COLOR.  StHE  POWER  TO  PRINT  IN  24-BIT 

COLOR.  AT  400  DPI.  FOUR  COLOR  PROCESS  WITH  256 
GRADATIONS  PER  COLOR.  IN  WINDOWS" AND  MACINTOSH: 

GET  THE  POWER  TO  CREATE  HIGH-QUALITY  COLOR  DOCUMENTS  TO 

GET  YOU  THE  PROMOTION.  THE  POWER  TO  WIN  THE  NEW  PIECE 
OF  BUSINESS.  THIS  IS  THE  FUNDAMENTAL  IDEA  BEHIND  THE  CANON 
CJ10  WITH  OPTIONAL  CONNECTIVITY.  TO  GIVE  YOU  HIGH-QUALITY 


RECEPTION| 


COLOR  COPIES.  TO  GIVE 
AFFORDABLE  ENOUGH 
GET  THE  POWER.  CALL 


:  1992 Canon  U.S.A.,  Inc. 

anon  is  a  registered  irademark  of  Canon  Inc. 
ubbie-Jet^^CJiOiogo.  and  color  mark  are  trademarks  of  Canon  Inc. 
lacintosh*  is  a  registered  Irademark  of  Apple  Computer.  Inc. 
nndows'"  IS  a  trademark  of  Microsoft  Corporation, 


YOU  THE  POWER  OF  COLOR 
FOR  ANY  SIZE  BUSINESS. 
1-800-OK-CANON. 


THE  POWER  OF  COLOR  IS  YOURS.  O^tlOII 


Scientific 
computing 
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Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


Fortunes  have  been  made  in  the 
business  of  computer-aided  engineer- 
ing and  computer-aided  design — the 
most  dramatic  recent  example  being 
software  maker  Parametric  Technol- 
ogy (Forbes,  Nov.  25,  1991).  So  Wall 
Street  is  looking  for  the  next  comput- 
er-aided something,  and  it  wants  a 
software  stock.  That's  why  there  is  so 
much  talk  about  computer-aided 
chemistry. 

The  day  of  desktop-designed  drugs 
and  automated  genetic  engineering 
may  yet  arrive,  but  I  think  investors' 
immediate  hopes  for  it  are  misplaced. 
Computerized  chemistry  is  going  to 
be  far  more  technically  challenging 
than  the  computer-aided  sciences 
that  preceded  it,  and  profits  will  be 
longer  in  coming. 

There's  a  better  way  to  play  the 
growth  of  computer-aided  science — 
buy  hardware  stocks,  not  software 
stocks.  That  prescription  will  surprise 
anyone  who  has  watched  one  after 
another  clone  or  mainframe  maker 
get  into  trouble  at  the  same  time 
that  software  companies  mint  money. 
But  not  all  computers  are  commod- 
ities, and  the  hardware  business  can 
be  a  good  one  at  the  beginning  of 
product  cycles. 

Three  promising  companies  in  the 
business  of  manufacturing  computers 
for  scientists  are  Cray  Research,  Sili- 
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con  Graphics  and  Sun  Microsystems. 
All  are  trading  at  considerable  dis- 
counts from  their  highs.  All  will  bene- 
fit as  the  300,000  or  so  chemists  and 
chemical  engineers  involved  in  re- 
search and  development  in  the  U.S. 
get  more  computing  power.  But  they 
all  do  plenty  of  business  with  other 
kinds  of  engineers  and  researchers. 

The  engineering  computer  business 
needs  a  boost.  The  market  for  design 
automation  systems  has  become 
large — about  $8  billion  in  sales  last 
year — but  has  all  but  stopped  growing 
because  of  the  recession  and  because 
so  many  scientists  and  engineers  who 
need  a  computer  already  have  one. 
Computerized  chemistry  is  still  in  its 
infanc)'  and  so  has  great  potential  for 
growth  later  in  the  decade. 

Sales  of  software  for  computer-aid- 
ed chemistry  probably  hit  $215  mil- 
lion last  year,  up  from  $65  million  five 
years  earlier.  The  total  market,  includ- 
ing hardware,  should  reach  $870  mil- 
lion this  year  and  about  $2  billion  by 
1996,  say  the  market  watchers  at  Ab- 
erdeen Group. 

The  chemical  industry,  however, 
doesn't  yet  have  the  automated  infra- 
structure that  demands  and  supports 
a  computerized  design  environment. 
In  addition,  current  computers  aren't 
powerful  enough,  and  the  computer 
models  aren't  complete  enough,  to 
allow  the  bench  chemist  to  perform 
experiments  exclusively  via  computer. 
In  pharmaceuticals,  for  example,  ba- 
sic science  is  lacking.  Although  com- 
puters can  help  chemists  create  drug 
molecules  of  specific  shapes  and  com- 
positions, the  relationship  between 
molecular  design  and  medical  effect 
isn't  well  understood. 

So,  while  awaiting  progress  on  this 
frontier,  you  should  be  looking  at 
events  that  are  more  near  term  and 
that  don't  depend  on  fundamental 
advances  in  science. 

Here's  the  case  for  Cray.  The  stock 
is  cheap  now — at  a  recent  25,  it  is 


trading  below  book  value  and  at  an 
82%  discount  from  its  1987  high. 
What  don't  investors  like  about  this 
company.^  Customers  are  postponing 
purchases  of  Cray's  big-ticket  super-, 
computers  until  the  economy  im- 
proves. Potential  customers  also 
are  buying  smaller  Cray  computers, 
or  buying  workstations  instead  of 
supercomputers. 

Next  year,  however,  1  think  custom- 
ers will  begin  coming  back  to  Cray  as  it 
introduces  the  M90  series  of  midrange 
supercomputers  and  its  first  massively 
parallel  systems.  Although  revenues 
should  rise  modesdy,  higher  profit 
margins  on  the  new  products  could 
increase  net  income  by  50%  or  more. 

Silicon  Graphics'  stock  is  off  24% 
from  its  high  earlier  this  year  because 
many  investors  believe  it  paid  too  much 
to  acquire  MIPS  Computer  Systems,  on 
whose  microprocessor  technology  it 
depends.  But  Silicon  Graphics  contin- 
ues to  do  extremely  well  in  its  basic 
business.  When  it  began  selling  work- 
stations a  decade  ago,  the  company's 
products  were  among  the  most  expen- 
sive of  their  kind.  Now  the  company 
has  a  broad  line  of  workstations,  some 
selling  for  as  little  as  $8,000,  and  over 
the  last  two  years  it  has  been  able  to 
reduce  high-end  systems  from  52%  of 
revenues  to  about  45%. 

Silicon  Graphics'  new  low-end 
workstation,  the  Iris  Indigo,  which  is 
three  times  faster  than  the  old  model, 
should  begin  to  increase  revenues  in 
the  current  quarter.  For  the  money, 
the  Indigo  is  one  of  the  most  powerful 
workstations  available.  If  Silicon 
Graphics  can  digest  MIPS,  the  compa- 
ny should  return  in  fiscal  1993  to  the 
8%  net  margin  it  has  achieved  before. 

Sun,  which  sells  more  workstations 
than  any  other  company,  had  let  its 
products  go  stale  while  trying  to  im- 
prove its  balance  sheet  and  operating 
efficiency.  In  May,  however,  it  pulled 
up  alongside  the  competition  with 
the  introduction  of  the  Sparc! 0 
workstations,  which  should  ship  in 
volume  this  quarter.  Later  this  year 
look  for  Sun  to  bring  out  a  color 
workstation,  based  on  a  new  micro- 
processor from  Texas  Instruments,! 
with  a  price  tag  below  $5,000.  Al-i- 
though  revenue  growth  should  be 
modest,  the  new  products  combined 
with  lower  costs  could  increase  net 
income  more  than  20%  next  year.  ^ 
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I  Remembar  Ma 


T 

■  T'S  BEEN  OVER  10  years. 

■  But  I  remember  clearly  when 
jHLyou  could  get  all  your  telephone 
equipment  support  from  a  single  company. 
Whatever  else  it  was,  it  sure  was  secure. 


David  Potter,  CEO 
Source,  Inc. 


But  in  the  90's,  the  manufacturers  are 
falling  all  over  each  other  to  get  out  of 
the  product  support  business.  Their  hot 
button  is  selling  new  equipment. 

So  who  do  you  call? 

Meet  your  new  phone  company:  SOURCE. 
And  welcome  back  the  security  of  added-value 
product  support. 

The  security  of  fast  parts  replacement.  All 

makes,  all  models  from  SOURCE'S  huge 
computer-tracked  inventory  of  over  25,000 
different  units. 

The  security  of  SOURCE  quality.  Millions 
invested  in  lab  facilities  and  technical  staff 


%ySOURCE 

Should  be 

a  Name  that 

Rii^saBell 

withYou. 


Call  today  for  your  free  copy  of 
How  to  Save  the  Phones  in  the  90's. 

H00«624'6348 


back  our  industry's  strongest 
warranty. 

The  security  of  SOURCE 
professionals.  On  hand  24  hours  to 
keep  your  system  up. 

All  that,  plus  Source's  objectivity 
that  comes  with  being  an  independent. 

It's  no  wonder  that  big  volume  telecom 
departments  and  service  companies  rely 
on  Source  inventory  and  barcoding  to 
save  on  warehousing  costs. 

Why  is  Source  doubling  in  size  every  three 
years?  Because  we  remember.  We  remember 
who  we're  in  business  to  serve. 


SO,  NOW  WE  CAN  all  forget  about  Ma.  Just 
you  remember  there's  only  one  SOURCE.  For  all 
the  bells  and  whistles. 


Save  the  Phones! 


Hill" 
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Some  environmentalists  believe  that  bacteria  could 
gobble  up  all  manner  of  toxic  waste.  Some  slick 
promoters  would  like  you  to  believe  it. 

Bugs  clean  up 
theiir  act 


By  Reed  Abelson 

Natural  processing  of  toxic 
waste — what  could  an  environmen- 
talist love  more?  The  idea  was  that 
bacteria  could  gobble  up  all  manner 
of  irksome  waste,  from  pcbs  to  oil 
spills,  and  turn  it  into  harmless  sub- 
stances like  water  and  carbon  dioxide. 
Bioremediation,  they  call  it. 

Hopes  ran  high  for  bioremediation 
in  1980,  the  year  that  General  Electric 
won  a  U.S.  Supreme  Court  case  up- 
holding a  patent  for  a  bacterium  that 
could  gobble  up  crude  oil.  Tm^  mag- 
azine wrote  of  the  day  when  organ- 
isms might  be  developed  that  could 
clean  up  Lx)ve  Canal. 

Since  then,  toxic  waste  handling 
has  become  a  billion -dollar  business 
and  scientists  have  had  another  12 
years  to  perfect  their  waste-eating 
bugs.  So  where  is  bioremediation.^  J. 
Peter  Perez  says  his  company,  Envi- 
ronmental Remediation  Inc.  in  Baton 
Rouge,  La.,  is  one  of  the  biggest  in  the 
business.  Right  now  he  is  scarcely 
bursting  with  optimism.  "Anybody 
who  says  they're  making  money  in 
bioremediation  is  lying,"  Perez  says. 
"We're  damn  lucky  to  break  even." 

Perez,  48,  has  been  in  business  for 
himself  since  1982.  As  a  chemical 
engineer  working  for  Arco  Perfor- 
mance Chemical  Co.  in  1978,  he 
started  selling  bacteria  to  paper  com- 
panies to  treat  the  wastewater  from 
their  mills.  Four  years  later  he  opened 
ERi.  Last  January  he  bought  Royal 
Dutch/Shell's  International  Bio- 
chemicals  Group,  which  owned  a  $13 
million  bacteria  factory  in  Dublin. 

ERi's  largest  project  to  date  is  the 
cleanup  of  a  closed  Amoco  oil  refinery 
in  Sugar  Creek,  Mo.  To  treat  the 
140,000  cubic  yards  of  contaminated 


Bioremediator  J.  Peter  Perez 
Bacteria  are  picky  about 
what  they  eat. 


soil,  the  company  is  using  a  biological 
reactor  to  bring  the  bugs  in  contact 
with  the  oil  and  maintain  the  right 
conditions  for  breakdown.  Natural 
enough.  For  the  last  billion  years  or 
so,  bacteria,  fiingi  and  yeast  have  been 
breaking  complex  organic  substances 
down  into  simpler  components  like 
fatty  acids,  carbon  dioxide  and  water. 
Every  homeowner  with  a  septic  tank  is 
in  the  bioremediation  business. 

But  the  bugs  still  aren't  equipped 
to  handle  the  average  Superfiand  site. 
Perez's  firm  does  but  $15  million  a 
year  in  sales,  and  only  a  fraction  of  that 
volume  is  for  bioremediation.  Perez's 
customers  are  mostly  interested  in 
treating  sewage  or  industrial  wastewa- 
ter. A  fourth  of  the  bugs  he  sells  are 
used  in  grease  traps  for  restaurants. 

Bioremediation  enjoyed  a  renewed 
burst  of  enthusiasm  after  the  1989 
Exxon  Valdez  oil  spill.  Exxon,  with 


help  from  the  Environmental  Protec- 
tion Agency,  fed  fertilizer  to  indige- 
nous bacteria  in  Alaska.  The  epa 
claims  that  bioremediation  sped  up 
the  cleanup  by  a  factor  of  three  to  five. 
But  there's  no  way  to  know  for  sure. 
"It's  tough  to  sort  out  whether  the 
bugs  are  doing  the  cleaning  or  na- 
ture," admits  Richard  Lessard,  a  tech- 
nical coordinator  at  Exxon. 

"Bioremediation  is  going  through 
a  euphoric  period,"  warns  Edgar  Ber- 
key,  president  of  the  National  Envi- 
ronmental Technology  Applications 
Corp.,  who  is  working  with  the  epa  to 
bring  the  technology  to  market,  "and 
it's  not  going  to  be  able  to  deliver  all 
the  goods." 

Bugs  seem  most  effective  at  attack- 
ing petroleum  hydrocarbons,  espe- 
cially the  short  chains,  as  opposed  to 
the  longer  carbon  chains  that  make  up 
the  heavy,  gooey  molecules.  Large, 
complex  chemicals  whose  subunits 
are  tighdy  bound  together  are  less 
digestible.  General  Electric,  for  exam- 
ple, has  found  naturally  occurring  mi- 
croorganisms that  can  break  down 
polychlorinated  biphenyls,  or  pcbs, 
that  don't  have  too  much  chlorine  in 
them.  PCBS  with  a  lot  of  chlorine  are 
more  problematic. 

Research  is  also  going  on  to  devel- 
op genetically  engineered  microbes  to 
handle  the  tougher  tasks,  but  there 
hasn't  been  substantial  progress  in 
taking  them  outside  of  the  laboratory. 
Test-tube  critters  tend  to  die  off 
quickly.  They  also  revert  back  to  their 
ancestral  type,  minus  the  desired 
traits. 

A  lot  of  companies  simply  claim  to 
be  able  to  use  bacteria  when  they 
can't.  Wayne  Kachel,  a  technical  ad- 
viser for  Houston  consultants  Pilko  & 
Associates,  remembers  his  days  at  Ex- 
xon when  what  he  calls  "fij-fii  dust 
vendors"  came  calling  with  big  claims 
but  litde  scientific  data  to  back  them. 
"They  gave  bioremediation  a  bad 
reputation,"  he  says.  While  the  busi- 
ness has  legitimate  businessmen  like 
Perez,  it  still  has  its  fii-fii  vendors — 
and  credulous  environmentalists  will- 
ing to  buy  their  dream  dust. 

Long  term,  Perez  is  bullish.  "By 
the  turn  of  the  century,  bioremedia- 
tion will  be  a  major  technology,"  he 
predicts.  Maybe  so,  but  it  won't 
fialfill  some  of  the  wilder  claims  made 
for  it.  ^ 
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"The  difference  between 

advertising  and  an  accelerator 

is  our  engineers  could 

probably  design  a  viable 

alternative  to  the  accelerator/' 


Tom  Elliott,  Exec.  V.R,  American  Honda 


"I've  heard  it  said  more  than  once  from  an 
adjoining  airplane  seat:  'Gee,  Honda  has  such  a  great 
reputation.  Why  do  you  guys  have  to  advertise?' 

Other  than  how  awkward  it  would  be  explaining 
the  change  to  our  ad 
agency  I  go  on  to  say 
that  Honda's  reputation  is 
primarily  based  on  personal 
experiences  customers 
have  with  our  cars  and 
dealers.  And  what  those 
customers  tell  others.  Call 
it  favorable  word  of  mouth. 
Frankly  the  only  problem  is, 
not  everyone  gets  the  word. 
So  we  advertise. 
Hopefully  we  do  it  in 
a  way  that  distinguishes  us 
from  our  competition,  which 
is  considerable.  Each  year 
the  auto  industry  spends 
over  $5  billion  on  advertising. 

One  media  pundit 
recently  observed  that 
Honda  had  'arguably  the 
most  consistent  advertising 
campaign  in  the  industry' 
I  won't  argue  with  that.  We 
stay  the  course  because 
it  works.  It  works  because  it 
reflects  our  reputation. 
Twenty-five  years  ago 
you  couldn't  buy  a  Honda  with  four  wheels.  Today  the 
Accord  is  the  best-selling  American-made  car. 

We  can't  pin  that  success  on  advertising  alone. 
Anymore  than  we'd  pin  our  hopes  on  a  future  without  it." 


American  Association  of  Advertising  Agencies 


lOu  would  like  to  learn  more  about  ttie  power  of  advertsing,  please  wrrte  to  Department  D,  AAAA,  666  Tliird  Auenue.  New  York,  New  York  1001 7,  enclosing  a  check  for  five  dollars, 
u  will  receive  our  twoklet  It  Works!  How  Investment  Spending  in  Advertising  Pays  Off  Please  allow  4  to  6  weeks  lor  delivery.  Photo:  Lamb  and  Hall, 


This  advertisement  prepared  by  Rubin  Postaer  and  Associates.  Los  Angeles. 


SCIENCE  &  TECHNOLOGY 


Underwriting 
genes 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  Galileo's  Revenge: 
Junk  Science  in  the  Courtroom  (Basic  Books). 


Can  the  insurance  industry  survive 
the  unraveling  of  the  human  gene? 
Can  the  Declaration  of  Indepen- 
dence? The  1990s  are  going  to  tell  us. 
We  may  not  like  the  answer. 

The  molecule-by-molecule  se- 
quencing of  human  genes  is  now  ad- 
vancing very  rapidly.  The  biochemists 
are  fast  perfecting  tools  to  analyze  the 
raw  chemistry  of  each  individual  hu- 
man being,  dna  fingerprinting  al- 
ready does  just  that  in  a  rough  sort  of 
way:  It  will  tell  you  if  Hatfield  and 
McCoy  are  one  and  the  same  person, 
or  father  and  son,  or  members  of  two 
clans  that  diverged  10,000  years  ago. 
The  gene  sequencers  will  be  able  to 
tell  a  whole  lot  more. 

Then  we  have  Aetna,  Thomas  Jeffer- 
son and  the  once  self-evident  truth  that 
all  men  are  created  equal.  Our  entire 
insurance  industry  depends  on  risk  pool- 
ing, which  means  categorizing  large 
groups  of  people  on  the  basis  of  uncon- 
troversial  things  like  age  or  occupation, 
and  assuming  that  members  of  these 
indistinct  pools  face  about  equal  risks  of 
getting  sick  or  dying  or  smashing  up 
their  cars.  Many  of  America's  most  cher- 
ished ideals  are  based  on  much  the  same 
notion,  that  people  aren't  really  all  that 
different  deep  down. 

The  deep  down  part,  however,  is 
what  the  gene  scientists  are  now  ex- 
posing for  the  first  time.  And  every 
few  months,  it  seems,  we  learn  of 
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another  ailment  being  pegged  to  an- 
other gene.  One  thing  is  certain:  The 
biochemists  now  have  tools  in  hand  to 
calibrate  genetic  makeup  with  great 
precision  and  to  categorize  what  they 
find.  As  Steven  Jay  Gould  recounts  in 
The  Mismeasure  of  Man,  the  phrenol- 
ogists of  a  century  ago  wanted  to 
prove  that  men  were  different,  and 
they  concocted  a  pseudoscience 
(based  on  bumps  on  human  skulls)  to 
do  so.  Today  we  would  prefer  to  find 
similarity.  Whether  or  not  good  sci- 
ence will  accommodate  our  Jefferso- 
nian  preferences  remains  to  be  seen. 

We  do  already  know  that  one  human 
chromosome — the  one  that  deter- 
mines sex — correlates  strongly  with  a 
whole  range  of  things — colon  cancer, 
teenage  car  accidents  and  life  expectan- 
cy, to  name  just  a  few.  Now  imagine 
that  kind  of  correlation  being  replicated 
a  thousand  times,  with  much  finer  gra- 
dations. If  it  turns  out  that  identifiable 
gene  clusters  really  do  shape  our  im- 
mune systems,  determine  our  suscepti- 
bility to  this  cancer  or  that  one,  or 
determine  our  risk  of  allergy  or  Alzhei- 
mer's, the  implications  are  staggering. 

Insurers  will  be  among  the  first  to  be 
staggered.  In  the  past  they  have  been 
commendably  Jeffersonian  in  their  ap- 
proach to  things.  The  industry  depend- 
ed on  ignorance — positively  thrived  on 
it,  in  fact.  You  made  money  by  pooling 
people  together  precisely  because  nei- 
ther laboratory  technicians  nor  actu- 
aries were  much  good  at  differentiating 
among  them.  But  the  technicians  are 
making  amazing  advances  now,  and  if 
current  trends  continue,  the  actuaries 
will  soon  follow.  When  insurers  learned 
how  to  test  for  Hiv  antibodies,  and 
thereby  to  anticipate  fijll-blown  aids, 
the  testing  came-  quickly  enough. 
Genes  are  smaller  than  antibodies,  but 
if  they  contain  similar  prophecies  that 
biochemists  can  decipher,  the  deci- 
phering will  be  done.  The  business  of 
science,  after  all,  is  knowledge. 

The  ignorance  industry,  centered  of 


course  in  government  agencies  and 
insurance  commissions,  is  already  pre- 
paring to  fight.  Too  much  information, 
the  argument  runs,  will  prevent  people 
fi-om  hanging  together  and  looking 
after  each  other,  through  insurance  or 
otherwise.  The  solution,  it  is  said,  is  to 
oudaw  discrimination  based  on  things 
like  sex,  ancestry,  race,  congenital  dis- 
ability— which  is  to  say,  genes — that 
"shouldn't"  count,  even  if  in  fact  they 
do.  In  other  words,  ban  the  tests,  re- 
quire pooling  and  mandate  ignorance 
for  the  good  of  the  public. 

The  trouble  with  that  is  that  insur- 
ers can  always  flee.  Corporate  Ameri- 
ca has  already  discovered  the  blessings 
of  foreign  insurers,  which  provide 
perfecdy  reliable  coverage  while 
avoiding  American  tax  and  regulatory 
entanglements.  Insurance  consists  of 
contracts,  nothing  more,  and  in  the 
age  of  electronic  networks  insurance 
will  inevitably  become  as  mobile  as 
information  itself  People  will  learn, 
in  time,  that  they  can  buy  solid  health, 
life  or  hability  insurance  from  entities 
based  in  Bermuda  or  Singapore.  And 
however  successftiUy  we  may  manu- 
facture ignorance  on  our  own  shores, 
America  is  neither  powerful  nor  rich 
enough  to  supply  it  worldwide.  That 
means  that  insurance  will  migrate  to 
places  that  permit  actuaries  to  con- 
spire with  gene  mappers  as  freely  as 
science  and  market  forces  demand. 

The  challenge  for  America,  then,  is 
not  to  oudaw  such  conspiracies  but  to 
turn  them  to  advantage.  There  is  a  new 
insurance  industry  out  there  ripe  for  the 
inventing — one  that  first  measures  all 
the  odds  just  as  accurately  as  science 
permits,  and  then  sets  out  to  beat  them. 

If  the  biochemists  really  can  associate 
genes  with  breast  cancer,  hypertension 
or  drunk  driving,  there  will  be  smart 
money  out  there  with  mammograms, 
Cheerios  or  airbags  that  will  find  ways  to 
make  fools  of  them.  A  life  insurance 
contract  is  your  bet  that  you  will  die 
sometime  soon,  against  theirs  that  you 
won't.  Show  your  genetic  cards,  and  the 
dumb  money  may  not  insure  you  at  all. 
The  smart  money  will  insure  you  and 
then  figure  out  a  way  to  stack  the  deck. 

Judging  from  my  own  family  histo- 
ry, I'm  fairly  sure  that  I — like  most 
people — hold  one  or  two  low  cards 
among  my  aces.  So  I  say  we  let  the 
gene  sharks  loose.  It's  better  to  light  a 
candle  than  to  bless  the  darkness.  ^ 
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America's  at  work  with  Packard  Bell. 
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Your  idea.  And  a  Packard  Bell  486SX /20  computer. 

A  system  that  helped  your  idea  become  reality.  A  reality  that  outgrew 

the  family  room  and  into  a  proper  office.  At  home. 

Packard  Bell  people  helped,  too.  By  ensuring  superior  quality. 

Attentive  service.  And  world  class  technical  support.  None  better. 

PACKARD  BELLSS 

America  grew  up  listening  to  us.  It  still  does. 

Corporate  Headquarters:  9425  Canoga  Ave.,  Chatsworth,  CA  91311    1-818-886-0400 
JSA  Canada  United  Kingdom  Germany  Italy  Japan  Netherlands  France  Hong  Kong 

affiliated  with  any  former  Bell  System  entity.  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation. 


Israel 


Spain 
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When  it  comes  to  playing  the  art  exhibit  game, 
many  of  the  same  rules  apply  that  govern 
intelligent  stock  market  speculation. 


Buy  Matisse  now: 


) 


By  Christie  Brown 

The  hottest  ticket  in  the  art  world 
this  fall  is  the  Henri  Matisse  exhibit  at 
New  York's  Museum  of  Modern  Art 
(Sept.  24  to  Jan.  12,  1993).  It's  ex- 
pected to  draw  some  6,600  people  a 
day — a  total  of  almost  750,000  visi- 
tors, at  $12.50  a  head — to  view  the 
first  full-scale  Matisse  retrospective 
since  1970.  It  will  showcase  about 
300  of  his  most  important  paintings 
and  another  100  or  so  sculptures, 
drawings  and  prints. 

Will  the  show  affect  the  prices  for 
Matisse  paintings  and  drawings?  Has 
it  already?  And  what  will  happen  after 
the  show? 

Major  shows,  which  are  usually 
planned  years  in  advance,  often  set  off 
a  mad  scramble  among  dealers  and 
hard-core  collectors  alike,  in  anticipa- 
tion of  a  runup  in  price  after  the  show. 
And  the  earlier  they  can  learn  of  those 
shows,  the  better  off  they  think  they 
are.  But  in  the  art  world,  information 
leaks  even  faster  than  it  does  on  Wall 
Street. 

Which  raises  an  interesting  ques- 
tion for  those  who  invest  or  speculate 
in  art — the  very  same  question  that  is 
raised  by  news  of  an  impending  devel- 
opment affecting  a  stock.  Is  the  news 
already  discounted  in  the  current 
price?  If  it  is  fully  discounted,  the 
stocks — or  works  of  art — may  drop 
when  the  development  actually  oc- 
curs. The  question  is  even  more  im- 
portant in  art  than  in  stocks.  "Inside 
information,  which  is  illegal  in  the 
stock  market,  is  the  basis  of  the  art 
market  in  some  ways,"  says  New  York 
art  consultant  David  Hanks.  But 
when  a  lot  of  people  get  the  same 
inside  information  at  the  same  time, 
the  market  can  discount  it  quickly. 

Take  the  massive  retrospective  of 
pop  artist  Andy  Warhol  at  the  Muse- 
um of  Modern  Art  in  1989.  Soon  after 
Warhol's  death  in  1987,  news  of  the 


upcoming  retrospective  spread  as  fast 
as  a  dirty  joke  travels  among  brokers. 
Prices  rocketed.  But  once  the  exhibit 
itself  opened,  collectors  and  dealers 
were  astonished  at  just  how  much 
stufFWarhol  had  produced,  and  prices 
tanked.  The  famous  "Black  Marilyn" 
print,  one  of  Warhol's  series  depicting 
Marilyn  Monroe,  rose  from  $6,000  in 
1987  to  $66,000  at  die  opening  of 
the  exhibit.  By  the  time  the  traveling 
exhibit  finished  up  in  Paris  a  year  later, 
it  had  fallen  to  $12,000.  Yet  afiier  die 
speculators  took  their  lumps,  prices 
began  to  recover  again.  Over  the  long 
term  the  Warhol  retrospective  turned 
out  to  be  good  for  the  artist's  reputa- 
tion. A  print  of  "Black  Marilyn"  sold 
for  $20,000  this  past  May,  up  nearly 
70%  since  1990. 

So,  yes,  big  exhibits  usually  do  have 
a  major  effect  on  the  prices  of  show- 
cased artists,  but  the  effect  isn't  easily 
predictable  either  in  direction  or  in 
timing. 

A  major  exhibit  can  hurt  prices  if  it 
is  too  much  of  a  good  thing.  The 
number  of  works  on  exhibit  fans  enor- 
mous interest,  but  the  sheer  volume 
can  also  turn  off  collectors.  For  exam- 
ple, auction  prices  dropped  after  ret- 
rospectives of  Georgia  (D'Keeffe  (Na- 
tional Gallery  of  Art,  1987),  Milton 
Avery  (at  New  York's  Whitney  Muse- 
um, 1982)  and  Morris  Louis  (Muse- 
um of  Modern  Art,  1986).  Bombard- 
ed with  quantity,  collectors  ques- 
tioned the  quality  of  the  art.  "In  the 
case  of  O'Keeffe,  people  saw  her 
things  as  more  decorative,"  says  Deb- 
ra  Force,  head  of  American  paintings 
at  Christie's. 

Yet  a  particularly  well-planned  ex- 
hibit can  often  resuscitate  neglected 
artists  and  affect  the  prices  of  their 
works  for  many  years  hence,  if  not 
necessarily  right  away. 

Take  the   1973  show  "American 
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Impressionist  and  Realist  Paintings  of  i 
the  Raymond  Horowitz  Collection" 
at  New  York's  Metropolitan  Museum 
of  Art.  It  featured  such  artists  as 
Childe  Hassam,  John  Singer  Sargen 
and  William  Merritt  Chase,  who  had; 
been  considered  quaint  and  boring 
since  the  1920s. 

The   Met  show  transformed  the  li™i 
market;    paintings    that    went    for ' 
$5,000  in  the  early  1970s  sold  for 
over  $50,000  by  1978,  and  now  regu-  'Id  k 
larly  fetch  over  $  1  million.  ind 

Does  the  shrewd  collector  do  besti  k^n 
to  delay  any  purchases  until  a  few  kli 
months  after  most  big  shows  have  Uli 
been  held?  And  then  plan  to  keep  thep 
art  a  long  time?  It  appears  so.  With 
fine  art,  at  least. 

But  not  with  furniture  and  some 
decorative  arts.  In  this  arena,  big 
shows  have  consistently  driven  u[^ 
prices  before,  during  and  after  the 
exhibits — but  not  necessarily  for 
long  time  afterward.  One  reason 
Decorator    magazines    and    interio 
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lecorators  can  fuel  demand  enor- 
nously,  in  a  very  short  time. 

When,  with  great  fanfare,  the  Met 
»pened  its  American  wing  in  1978, 
here  was  a  spiice  in  Federal,  Greek 
(.evival,  Belter,  Herter  Brothers  and 
'rank  Lloyd  Wright  furniture,  as  well 
s  Tiffany  glass.  "Once  they  were 
howcased  everyone  realized  you 
i'ould  have  to  be  blind  not  to  see  how 
underfill  they  were,"  says  Nancy 
McClelland,  head  of  Christie's  19th- 
nd  20th-century  decorative  arts 
epartment. 

Industrial  design  objects  (1918- 
:1),  like  art  deco  toasters  and  trash 
ans,  came  off  the  junk  pile  and  into 
rendy  galleries  after  the  1987  "Ma- 
hine  Age"  show,  which  started  at  the 
Brooklyn  Museum  and  traveled 
round  the  country.  And  the  recent 
age  for  the  arts  and  crafts  movement 
I  as  been  powered  by  exhibits  at  the 
Boston  Museum  of  Art  and  the  Los 
Lngeles  County  Museum  of  Art. 

But  these  fashions  don't  all  last. 


American  collectors'  taste  for  Bieder- 
meier  furniture,  whetted  by  a  1979 
exhibit  at  London's  Victoria  and  Al- 
bert Museum,  proved  fickle.  In  ten 
yeai^  the  price  of  a  secretaire  rose  from 
$5,000  to  $25,000  and  fell  back  to 
$10,000. 


I  Matisse's  "Circus" 

^  Will  the  show  spike  prices? 


The  appeal  of  Ray  and  Charles 
Eames'  famous  plywood  chairs  also 
proved  short-lived.  After  a  show  at  the 
Museum  of  Modern  Art  in  1973, 
individual  chairs  shot  up  from  $100 
to  $1 ,000,  but  they  have  since  slipped 
back  to  $500. 

What  hot  new  exhibits,  besides  Ma- 
tisse, are  upcoming?  And  what  will 
they  do  to  prices?  Dealers  and  auction 
houses  are  watching  these  openings 
closely: 

The  Whitney  Museum  will  have  a 
retrospective  of  graffiti  artist  Jean  Mi- 
chel Basquiat,  the  protege  of  Warhol 
(Oct.  23  to  Feb.  13,  1993).  Bas- 
quiat's  paintings  went  on  a  roller- 
coaster  ride  after  his  death,  in  1988, 
and  are  still  down.  "It  will  either  be  a 
direct  hit  or  else  show  that  he  was  an 
erratic  artist,  too  uneven,"  observes 
Lucy  Mitchell -Innes,  head  of  con- 
temporary paintings  at  Sotheby's.  But 
would-be  sellers  are  already  coming 
out  of  the  woodwork.  For  its  fall 
auctions  Mitchell- Innes  has  been  get- 
ting more  of  Basquiat's  paintings  that 
have  been  consigned  by  collectors 
hoping  for  a  runup. 

The  Cooper- Hewitt  Museum  in 
New  York  has  two  big  shows  this  fall. 
"The  Power  of  Maps"  (Oct.  6  to  Mar. 
7,  1993)  will  showcase  400  maps 
from  1500  B.C.  to  the  present.  The 
quincentennial  of  Columbus'  arrival 
in  the  New  World  and  the  recent 
border  and  name  changes  occasioned 
by  the  collapse  of  the  Soviet  Union 
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Psanicka, 
a  fabric  design 
by  Czech  artist 
Pavel Janak 
Cheap  and 
obscure  now,  but 
if  decorators  like  it 
at  the  upcoming 
Coope^l1ewitt 
show,  Czech  art 
could  become 
all  the  rage. 


'orbes  ■  September  28,  1992 


149 


4 


f 


THE  SPORTING  SCENE 

Homeric  Tales 

Roger  Angell 

May  27,  1991   Page  i8 
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Homers  will  do  that  to  vou*  Even 
when  one  goes  out  in  mid-game,  it 
stops  the  story.  Nothing  ensues,  for  the 
connective  tissue  of  the  game^the 
men  on  base,  the  defensive  deploy- 
ments, the  pitcher's  struggles,  the  count, 
the  score — has  been  snipped,  and  a| 
our  attention  falls  upon  the  hero. 
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THE 

NLWYORKEK 

WHEN  YOU  READ  IT,  YOU'LL  5EE. 


«pi«rMiB  ni  iniiii* 


Ray  and  Charles  Eames  chair,  1945 
From  $100  to  $1,000,  back  to  $500. 


could  generate  a  lot  of  buying. 
"Czech  Cubism"  (Apr.  6,  1993  to 
July  25,  1993)  will  feature  objects 
from  1910-25.  They  have  an  appeal- 
ing deco  look  and  are  still  very  cheap. 
If  the  decorator  magazines  love  the 
exhibit,  prices  should  climb  quickly 
but  will  probably  not  hold. 

And  the  very  influential  Met  has 
slated  two  shows  years  away,  which 
already  have  the  trade  stirring.  There 
is  "The  Golden  Age  of  Danish  Paint- 
ing" (winter  1994).  New  York  dealer 
Warren  Adelson  is  planning  a  gallery 
show  of  the  same  art  this  spring. 

Art  consultant  David  Hanks  likes 
the  Met's  show  of  Herter  Brothers 
furniture  scheduled  for  the  winter  of 
1995.  "There's  a  lot  of  excitement 
about  the  show,"  says  Hanks.  "I 
would  expect  to  see  prices  for  Herter 
in  general  rise  30%  after  the  show." 

And  what  of  the  big  Matisse  exhib- 
it? Insiders  say  the  show  will  probably 
not  affect  the  prices  of  his  paintings, 
since  they  are  few  and  far  between  and 
even  now  fetch  up  to  $  1 0  million.  But 
lesser  works  are  now  seeing  a  lot  more 
action.  "I'm  getting  inquiries  about 
Matisse  drawings  that  I  haven't  had  in 
a  long  time,"  says  New  York  dealer 
James  Goodman. 

Will  such  interest  bring  higher 
prices?  Veteran  collectors  have  been 
there  before.  And  they  will  probably 
w^t  until  well  after  the  exhibit  closes 
to  do  any  shopping.  Bl 
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Ever  wonder  why  Bill  Clinton's  hair  looks  a  different 
color  every  time  you  see  him  on  TV? 

"I  don't  want 
to  look 
distingiiished 
yet!" 

By  Brigid  McMenamin 


dc' 


Kenneth  Wittmann  gets  his  graying  temples  touched  up 
Louis  Licari  administers  from  liis  Madison  Avenue  saion. 


No  ONE  KNOWS  exactly  why  hair  turns 
gray  as  we  age.  "Dramatic  color 
change  doesn't  happen  to  other  pri- 
mates," notes  American  Museum  of 
Natural  History  anthropologist  Hel- 
en Fisher. 

According  to  Clairol,  over  40  mil- 
lion American  men  over  age  35  are 
gray  or  are  beginning  to  turn  gray. 
And  their  number  grows  steadily  as 


the  population  ages. 

Not  all  of  them  are  thrilled  with  the 
experience.  Between  1990  and  1991 
sales  of  men's  hair  color  in  salons  anc 
stores  rose  nearly  20%,  to  $120  mil- 
lion. By  the  year  2000  almost  half  th< 
male  population  of  the  U.S. — over  6( 
million  men — will  be  over  35.  It 
seems  that  the  business  has  nowhere 
to  go  but  up. 
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If  you  are  going  to  color  your  hair, 
lere  are  the  most  common  options. 

Many  men  just  reach  for  the  Gre- 
;ian  Formula  16,  made  by  Combe 
;nc.,  because  it's  easy  to  use  and  the 
esults  are  gradual  and  easy  to  control, 
iome  say  Grecian  Formula  devotees 
nclude  Ronald  Reagan.  (Others  in- 
sist his  wife  Nancy's  hair  colorist  takes 
are  of  the  former  President's  locks.) 

You  just  comb  Grecian  Formula  in 
/our  hair  every  day.  After  two  or  three 
veeks  the  "color  should  be  where  you 
vant  it,"  say  the  directions,  and  you 
:an  cut  back  to  using  it  once  or  twice  a 
\^eek.  Grecian  went  on  the  market  in 
1961  and  now  accounts  for  an  esti- 
nated  $14  million  in  annual  retail 
lales.  But  while  it  may  make  your  hair 
ook  darker,  it  won't  necessarily  look 
latural.  And  you're  not  supposed  to 
;hampoo  for  a  week. 

Temporary  hair  colors  are  not  per- 
fect, either — they  wash  out.  Accord- 
ng  to  Andre  Nizetich,  chairman  of 
Jie  International  Haircolor  Ex- 
;hange,  that's  a  problem  for  candi- 
date Bill  Clinton.  "His  hair  looks  dark 
)ne  time  you  see  him  on  TV,  and  the 
lext.time  you  see  him  two  days  later, 
he  color  has  washed  out  and  he  looks 
jray  again,"  says  Nizetich.  A  spokes- 
woman denies  Clinton  dyes  his  hair. 

If  you  want  a  more  permanent  col- 
iring  job,  one  obvious  option  is  to  do 


what  women  do — reach  for  the  Miss 
Clairol,  or  similar  coloring  products. 

According  to  Clairol,  about  one- 
third  of  the  men  who  color  their  hair 
use  women's  products.  But  most  men 
don't  want  to  be  seen  buying  them, 
are  baffled  by  all  the  shades,  fear 
sudden  changes  in  their  appearance 
and  won't  sit  still  while  the  color 
takes — up  to  half  an  hour. 

So  now  there  are  two  shampoo-in 
dyes  for  men.  Combe,  which  pro- 
duces Grecian,  also  makes  Just  For 
Men,  and  Clairol  has  Option.  Cost  of 
each  is  about  $5.  There's  even  a  toll- 
free  number — if  you  can  get 
through — for  Option  customers  who 
need  help  (800-223-5800). 

Both  come  in  several  shades,  so 
they  look  far  more  natural  than  Gre- 
cian. With  these  products  you  can 
wash  your  hair  without  losing  the 
color,  but  you  have  to  touch  it  up 
every  four  to  six  weeks  or  the  roots 
will  show.  Just  For  Men  accounts  for 
about  44%  of  the  $53  million  men 
spent  on  hair  color  at  retail  last  year. 
Option  accounts  for  another  23%. 

Of  course,  you  can  always  ask  your 
barber  or  hairstylist  to  do  the  dyeing 
for  you.  Last  year  American  men 
spent  an  estimated  $60  million  to 
have  their  hair  colored  in  salons.  Hair- 
dressers say  about  10%  of  their  male 
customers  have  something  done  to 


the  color  of  their  hair.  Most  are  hiding 
gray;  a  few  ask  for  color  highlights. 

A  typical  customer  is  Manhattan 
BMW  salesman  Kenneth  Wittmann, 
47,  who  once  a  month  slips  off  to  an 
East  Side  salon  to  see  Louis  Licari, 
a.k.a.  the  King  of  Color.  Wittmann  is 
only  about  10%  gray,  mostly  at  the 
temples.  "I  don't  want  to  look  distin- 
guished yet!"  Wittmann  quips. 

What  if  you  simply  want  to  let 
nature  take  its  course,  as  most  men 
do?  Gray  hair  tends  to  yellow.  Hair 
colorists  to  the  rescue  again.  Combe 
has  Great  Looking  Gray  shampoo  for 
men  and  an  anti-yellow  treatment. 
Cost  of  each:  under  $5.  For  profes- 
sionals, Clairol  has  Shimmer  Lights. 

Even  if  you  decide  to  grow  gray 
graceftiUy,  it's  nice  to  know  there's 
help  if  you  feel  the  need  to  roll  back 
the  clock — as  far  as  your  appearance 
goes,  anyway.  Just  ask  Valentine 
Karner,  71 ,  a  former  Air  Force  fighter 
pilot  who  manages  commercial  real 
estate  in  California  and  Arizona.  He 
didn't  start  graying  until  he  was  62, 
and  it  hardly  bothered  him.  But  when 
a  middle  ear  disorder  hurt  his  balance, 
Karner  started  feeling  old.  "I  was 
down  in  the  dumps,"  he  admits.  He 
went  to  colorist  Nizetich,  who  spent 
45  minutes  painting  on  color  to  cover 
much  of  Karner's  gray.  Karner  says  he 
feels  years  younger.  ^M 


Clinton:  dark  in  March 


Silverygray  in  July 


Salt  and  pepper  in  August 
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What  happens  when  the  boss'  lover  becomes  the  boss? 
If  the  lover's  name  is  Donatella  Girombelli,  you  get 
first-class  management. 

Italy's  first  lady 
of  the  f actoify 


By  Joshua  Levine 


Donatella  Ronchi  Girombelli 

"If  you  only  look  forward,  you  lose  your  soul." 


This  month  the  Italian  government 
is  sending  over  a  raft  of  fashion  stars  to 
do  their  bit  for  the  Columbus  quin- 
centenary and,  of  course,  pump  up 
one  of  the  country's  most  important 
industries.  Valentino  is  here,  and  so  is 
Gianni  Versace.  And  to  embody  the 
industrial  muscle  behind  the  glitter,  a 
delicate -looking  woman  named  Don- 
atella Ronchi  Girombelli. 

Who."  Not  known  much  beyond 
the  chirpy  fashion  clique,  la  Girom- 
belli, 45,  has  quiedy  turned  her  com- 
pany, Genny  Holdings,  into  a  fashion 
powerhouse.  And  she's  done  it  on  the 
factory  floor,  as  well  as  on  the  runway. 
Which  is  something  of  a 
coup  in  a  country  not 
known  for  embracing 
women  managers. 

In  1968  Girombelli 
was  working  as  a  prod- 
uct manager  for  the 
small  but  growing 
Genny  boutique  when 
business  turned  into 
love.  Genny 's  owner, 
Arnaldo  Girombelli,  and 
she  fell  in  love,  lived  to- 
gether and  had  a  son.  In 
1980,  when  Arnaldo 
was  dying  of  cancer,  they 
finally  married,  thus  en- 
suring that  control  of 
the  business  would  pass 
to  Girombelli.  At  the 
time,  Genny  was  selling 
about  $  1 6  million  worth 
of  slinky,  stylish  wo- 
men's garments  a  year. 

The  new  Mrs.  Girom- 
belli was  clearly  beauti- 
ful, with  pale,  flawless 
skin  and  copper-colored 
hair.  But  could  she  run  a 
company?     "It     fright 
ened  me  a  bit  to  pull  all 
the  strings,  but  if  I  be- 
lieve in  something,  I  can 
confront   it,"   says   Gi 
rombelli.  "I  had  to  learn 
the    industrial    side.    I 
don't  love  it,  but  it's  not 
a  choice." 

Girombelli  learned 
well.  Last  year  the 
Genny  Group  had  sales 
of  $283  million,  split 
among  three  fashion 
lines — Genny  Moda, 
Complice    and    Byblos. 
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PICTURE  PERFECT 
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CAREERS 


At  work  on  the  new 
Genny  Moda  line 
Girombelli  puts 
her  stamp  on 
the  clothes 
and  takes 
the  bows  on 
the  runway. 


Earnings  were  $18  million.  This  year 
Girombelli  projects  a  10%  increase  in 
both  sales  and  earnings.  The  trepida- 
tions appear  to  have  been  erased. 

At  the  Milan  shows  last  spring,  all 
three  lines  won  praise  from  the  fash- 
ion press.  Genny  is  designed  by  the 
exuberant  Versace,  but  Girombelli 
puts  a  more  down-to-earth  creative 
stamp  on  the  clothes  and  took  the 
bows  on  the  runway  when  the  show- 
ing slew  the  assembled  scribes. 

Since  1990  Complice  has  been  de- 
signed by  the  super-hot  team  of  Do- 
menico  Dolce  and  Stefano  Gabbana, 
Italian  fashion's  banditi  who  delight 
in  exposing  body  parts  and  thumbing 
their  Sicilian  noses  at  convention. 
This  they  do  without  restraint  for 
their  own  line,  but  when  they  design 
for  Complice,  Girombelli  makes  them 
behave. 

The  new  Complice  collection  has  a 
circus  theme,  and  in  the  original 
sketches,  Dolce  and  Gabbana  made 
many  of  the  models  look  like  clowns 
with  huge  plumed  hats  and  vertigo- 
inducing  harlequin  patterns.  "Their 
stuff  is  really  strange,  but  in  the  end,  I 
made  it  look  normal,"  says  the  emi- 
nently practical  Girombelli.  "We  dis- 
cussed this.  They  listen,"  she  says, 
making  it  quite  clear  that  this  is  not  a 


matter  of  choice.  Designers  who  un- 
derestimated the  power  of  Girombel- 
li's  will  have  departed,  among  them 
Claude  Montana  and  Christian  La- 
croix.  Also  gone  is  Arnaldo's  brother, 
Sergio  Girombelli,  who  had  run  Gen- 
ny's  Byblos  label,  which  makes  less 
expensive  clothes  for  the  young  and 
sexy.  Last  summer  she  sent  the  dumb- 
struck Sergio  packing  in  a  move  that 
kept  the  Milan  papers  buzzing. 

Most  Italian  designers  farm  their 
production  out  to  independent  man- 
ufacturers. But  Genny  is  integrated.  It 
both  designs  and  manufactures  at  a 
modern  black  steel  and  glass  factory  in 
the  gentle,  sunflower-sprinkled  hills 
of  Ancona,  on  the  Adriatic  coast. 
Girombelli  built  this  new  factory 
three  years  ago  at  a  cost  of  $40  mil- 
lion, and  it's  the  reason  the  Italian 
government  sent  her  as  its  industrial 
emissary. 

Inside  the  four  towers  that  form  the 
factory,  women  sew  expensive  bro- 
cades and  velvet  trim  much  the  same 
way  they  did  100  years  ago.  But  when 
the  garments  are  finished,  they  go 
into  a  new  computerized  £[iostra — a 
carousel -like  conveyor  four  stories 
high  that  stores  each  order  by  cus- 
tomer and  whisks  it  to  the  loading 
dock  at  the  push  of  a  button.  Huge 


savings  in  inventory  and  labor  costs. 
Upstairs,  where  the  patterns  are  cut, 
workman  moves  computer-generate 
drawings  of  sleeves  and  pant  le 
around  a  video  screen,  trying  t 
squeeze  as  many  of  them  as  possibl 
within  a  measured  width  of  fabric  t 
cut  down  waste.  Cutting  cloth  b 
computer  saves  30%  in  fabric  costs. 

That  helps  keep  Genny  growing  i 
a  period  when  the  high  fashion  busi 
ness  is  in  somewhat  of  a  slump.  Genny 
hasn't  raised  prices  for  two  years,  but 
cheap  it  isn't.  Genny  Moda  suits  sell 
for  between  $1,100  and  $2,000, 
while  Complice's  coats  go  for  $1,000 
to  $1 ,500.  Girombelli  has  several  sec- 
ondary labels,  but  they  still  cost  more 
than  most  people  can  afix^rd.  Sitting  in 
her  austere  black  and  chrome  office, 
Girombelli  says:  "What's  importarrt  is 
to  be  solid  more  than  big." 

Which  is  why  Genny's  factory 
always  combine  ladies  on  the  facto 
floor  sewing  intricate  work  by  hand 
with  huge  computerized  ^^Wraj  be 
hind  them. 

"We've  got  to  open  our  eyes  to  the 
fijture,  but  the  roots  and  traditions  ot 
this  region  arc  in  handiwork,"  she 
says.  "If  you  only  look  forward,  yoi; 
lose  what  you  are — you  lose  \(>m 
soul."  '  ■ 
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LADIES  AND  GENil.EMEN, 
START  YOUR  ENGINES 

Now  all  across  the  U.S.,  wake  up  to  the  ultimate 
power  breakfast  in  our  newly  redesigned  First  Class.  * 

You'll  begin  with  a  complimentary  newspaper,  rich 
100%  Colombian  coffee  and  fine  herbal  teas. 

Then  ease  into  your  day  with  such  stylish  comforts 
as  hot  refresher  towels  and  new  electronic  headsets. 

And  soon,  USA  TODAY'S  Sky  Radiof  featuring  live 
news,  opinion,  and  sports. 

United's  new  First  Class.  It's  better  for  you,  better  for 
business.  It's  truly  first  class. 

Come  fly  the  airline  that's  uniting  the  world.  Come 
fly  the  friendly  skies. 


UniTGD  AIRLinES 


EDITED  BY  JOHN  R.  HAYES 


Shortbuster 

Raymond  Dirks,  the  flamboyant  in- 
surance analyst  who's  been  in  and  out 
of  controversy  for  the  past  20  years, 
has  a  new  career.  He's  become  a 
shortbuster.  About  two  years  ago  he 
began  forming  alliances  with  big  insti- 
tutions like  Fidelity,  Putnam  and  Wel- 
lington to  mount  operations  against 
short-sellers  he  thinks  are  misguided 
or  malevolent.  Working  out  of  his 
own  brokerage  firm,  R.A.S.  Securities 
Corp.,  Dirks  recommends  stocks  that 
the  shorts  have  bet  against  but  that  he 
thinks  are  fundamentally  sound.  The 
idea  is  that  the  stocks  are  good  buys 
because  the  shorts  have  hammered 
them  too  low;  and  there's  additional 
profit  potential  in  squeezing  the 
shorts  and  forcing  them  to  cover  their 
positions  at  rising  prices. 

The  war  started  over  Conseco,  a 
$12  billion  (assets)  insurance  compa- 
ny. Dirks  liked  the  company,  but  as 
the  stock  climbed  from  4  to  7  in  the 
summer  of  1990,  questions  about  the 
firm's  accounting  and  investment 
portfolio  pushed  the  short  position  to 
15%  of  the  shares  outstanding.  Dirks 
persuaded  fund  manager  John  Tem- 
pleton  to  buy  10%  of  the  company; 
Conseco  bought  in  another  15%.  The 
shorts  were  forced  to  cover  after  the 
stock  rose  above  17V2  (split-adjust- 
ed). Gleefully,  Dirks  estimates  the 
shorts  lost  over  $100  million  and  that 
he  and  his  friends  made  out  hand- 
somely. All  this  is,  of  course,  perfecdy 
legal:  The  shorts  bet  one  way,  the 
shortbusters  bet  against  them. 

The  markets  haven't  been  kind  to 
short-sellers  the  past  few  years,  and 
people  like  Dirks  are  making  things 
worse  for  them.  Currendy  on  his  list 
are  these  heavily  shorted  stocks: 
Blockbuster  Entertainment,  Carring- 
ton  Labs,  MagneTek  and,  having 
slipped  to  25%,  Conseco. 

-Tatiana  Pouschine 


Father-daughtei*  act 

When  young  package  designer  Cin- 
dy Melk  told  her  father,  John  Melk, 
that  department  stores'  bath  and  cos- 
metics products  were  uninspired  and 
overpriced,  he  sensed  a  specialty  re- 
tailing opportunity.  Together, 
daughter  and  father  hired  store  de- 
signers and  chemists  and,  in  1989, 
opened   their   first   five   H20   Plus 


stores,  so  named,  says  30-year-old 
Cindy  Melk,  because  water  is  the 
world's  best  skin  moisturizer. 

The  shops  sell  skin  and  body  care 
products  with  such  catchy  names  as 
Tango  Mango  Shower  &  Bath  Gel 
and  Gende  Honey  Cleanser.  The  first 
stores  did  well,  and  the  Melks  have 
since  opened  38  more.  Total  invest- 
ment: $30  million.  Last  year  sales 
passed  $12  million,  and  John  Melk 
says  he  will  "double,  double,  double" 
that  figure  every  year.  He  plans  a 
public  stock  offering  in  24  months. 

Melk,  56,  also  brings  experience  to 
the  job.  He  joined  Waste  Manage- 
ment Inc.  in  1972  when  the  $7  billion 
(1991  sales)  firm  had  just  $17  million 
in  sales.  After  supervising  acquisitions 
and  serving  as  the  first  president  of 
Waste  Management  International,  he 
left  in  1984  to  pursue  entrepreneurial 
interests. 

He  discovered  Blockbuster  Enter- 
tainment, the  hugely  successful  vid- 
eocassette  rental  chain,  investing  in  it 
along  with  Wayne  Huizenga,  Waste 
Management  cofounder  and  Block- 
buster chairman.  Melk  remains 
Blockbuster's  third-largest  share- 
holder, with  stock  worth  about  $100 
million. 


Raymond  Dirks, 
director  of 
research  at  R.A.S. 
Securities  Corp. 
He  figures  he 
cost  the  shorts 
$100  million 
on  Conseco. 


John  Melk  and 
daughter  Cindy  IVIelk, 
founders  of 
H20  Plus 
No  lack  of  expe- 
rience making 
companies  grow. 


Now  Melk  spends  his  time  scouting 
new   mall    locations   for   H20    Plus 
stores  worldwide.    Daughter  Cindy 
concentrates    on    product    develop 
mcnt  and  store  design.  The  company 
just  broke  ground  on  its  own  manii 
facturing  plant  and  warehouse  out 
side  of  Chicago,  and  is  about  to  sell  its 
first  franchises.  Next.>  A  line  of  cos- 
metics called  Watercolors.  Vows  Pnp;i 
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"My  Broker  Wouldn't 

Ihx)p  The  Annual 
FeeOnMyCMA." 

That's  Why  I  Switched  lb  The  No-Fee 
Fidelity  Ultra  Service  Account 

Today  many  investors 
are  asking  themselves  why 
they  should  continue  paying 
high  fees  just  to  do  business 
as  usual.  If  you're  akeady 
paying  higher  commissions 
'.     to  trade  stocks,  why  should 
you  also  pay  extra  for  an 
asset  management  account? 
Now,  you  don't  have  to. 
The  Fidelity  Ultra  Ser- 
vice Account  gives  you  all 
the  tools  for  efficient  finan- 
cial management  -  a  wide 
range  of  investment  choices, 
a  single  consolidated  state- 

Compare the  Fidelity  Ultra  Service  Account 
With  Other  Leading  Asset  Management  Accounts 

Annual 
Fee 

Consoli- 
dated 
Statement 

Worldwide 

ATM 

Access 

VISA 
GOLD 
Debit 
Card 

Discount 
Commis- 
sions 

Checking 

Weekend 

and 
Evening 
Service 

Minimum 
Invest- 
ment 

Fidelity  Ultra  Service 

$0 

Yes 

Yes 

Yes 

Yes^ 

Yes 

Yes 

$5,000 

Merrill  CMA 

$100 

Yes 

Yes 

Yes^ 

No 

Yes 

No 

$20,000 

ShearsonFMA 

$100 

Yes 

Yes 

No 

No 

Yes 

No 

$10,000 

Paine  Webber  RMA 

$85 

Yes 

Yes 

No 

No 

Yes 

No 

$10,000 

Prudential  Conunand 
Account 

$75 

Yes 

Yes 

Yes^ 

No 

Yes 

No 

$15,000 

Dean  Witter  AAA 

$80 

Yes 

Yes 

No 

No 

Yes 

No 

$10,000 

ment,  checkwriting  and  much 
more  -  but  without  an  annu 

that  an  account  designed  to  he) 

CallToday.  Find  out  wi 

cial  representatives  anytime  fo 
your  portfolio  the  way  you  wan 

Visit  a 

FiA 

'CMA  is  a  registered  service  mark  of  Merrill  L 
Based  on  April  1992  commission  survey.  Minii 
161  Devonshire  Street,  Boston,  MA  021 10.  Men 

al  fee.  So  you  never  pay  for  services  you  don't  want  or  need.  And  it  only  makes  sense 
p  you  stay  on  top  of  your  finances  should  have  complete,  24-hour  account  service. 
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FACES  BEHIND  THE  FIGURES 


Melk:  "We  intend  to  become  a  major 
player  in  this  inciustr\'." 

-Christopher  Palmeri 


The  apprenticeship  is  over 

Remember  Giandomenico  Picco,  the 
United  Nations  official  who  negotiat- 
ed the  release  of  the  last  Western 
hostages  in  Lebanon?  Turns  out  that 
the  talks  in  Beirut  weren't  the  only 
sensitive  negotiations  the  43 -year-old 
diplomat  concluded  in  the  spring. 
The  da\-  after  the  last  German  hos- 


tages flew  out  of  Lebanon,  Picco  an- 
nounced he  was  leaving  the  U.N.  for  a 
job  in  the  private  sector. 

Picco's  the  man  whose  earlier  mis- 
sions included  leading  the  negotia- 
tions that  ended  the  Iran- Iraq  war  and 
helping  engineer  the  Soviet  Union's 
withdrawal  from  Afghanistan.  WTiat 
career  does  20  years'  experience  with 
warring  nations  and  kidnappers  pre- 
pare one  for.-  Italian  business,  of 
course.  Picco  is  now  the  executive 
director  for  international  affairs  at  the 
Ferruzzi  Montedison  Group,  the  Mi- 
lan-based food  and  chemicals  con- 
glomerate. "My  first  order  of  business 
is  homework,"  says  Picco,  who  ad- 
mits he  knows  nothing  about  balance 
sheets  or  cash  flows. 

Referred  to  within  the  company  as 
"the  foreign  minister,"  Picco  will 
help  the  Ferruzzis  after  the  departure 
of  Raul  Gardini,  the  mercurial  in-law 
who  built  the  family's  sleepy  grain 
trading  company  into  a  S16.7  billion 
( sales  j  multinational  before  family 
squabbling  made  him  quit  last  year 
and  move  to  Paris. 

The  remaining  Ferruzzis,  who  ha\e 
a  reputation  as  competent  but  provin- 
cial managers,  look  to  Picco  for  help 
in  foreign  markets.  They  expect  him 
to  follow  political  trends,  use  his  many 


Picco,  from  U.N. 

negotiator 

to  Ferruzzi 

No  more  paper 

bags  over  his  head. 


Def  American's 
Rick  Rubin  at  work 
in  his  office 
Geffen  may  not 
have  liked  his 
records,  fans  do. 


contacts  to  grease  foreign  wheels  in 
the  50  countries  in  which  Ferruzzi 
operates  and  help  expand  further  into 
Eastern  Europe  and  former  Soviet 
republics,  especially  the  new  Islamic 
states. 

Will  Picco  miss  the  excitement  of 
being  escorted  through  Hezbollah 
dens  with  a  paper  bag  over  his  head.^ 
No.  "I  wanted  a  normal  life  with  my 
family,"  he  says.  "I  had  forgotten 
what  a  weekend  was.  Don't  forget, 
those  people  worked  on  Sunday." 

-Gregory  Viscusi 

Deft  American 

At  just  29  years  old,  record  producer 
Rick  Rubin  is  becoming  a  force  in  the 
music  business.  This  past  lune,  Rubin 
had  his  hands  in  three  of  the  top  ten 
records  on  the  charts.  An  Atlanta 
retro-rock  group,  the  Black  Crowes, 
which  records  for  Rubin's  five-year- 
old  record  label,  Def  American, 
jumped  onto  the  charts  at  the  number 
one  spot,  giving  Rubin  instant  hon- 
cho  status  in  the  S7.8  billion  record 
business. 

In  the  mid-1980s,  with  just 
S3,000,  he  cofounded  Def  Jam  rec- 
ords, a  small  New  York- based  label 
that  specialized  in  rap  music.  Distrib- 
uted by  CBS  Records,  Def  Jam  fast 
became  the  preeminent  pur\'eyor  of 
the  pulsating  urban  sound.  But  Rubin 
clashed  with  his  partner,  Russell  Sim- 
mons, cashed  out,  and  took  his  music 
instincts  west. 

Rubin  set  up  shop  in  Holh'wood  . 
and  aligned  with  David  Geffen's  label 
for  distribution.  He  made  an  immedi- 
ate splash  with  a  rap  act  named  the 
Geto  Boys,  whose  record  glorified 
necrophilia.  Geffen  would  have  none 
of  it  and  dropped  the  label. 

Rubin  landed  on  his  feet  running, 
inking  a  new  distribution  deal  with 
Warner  Bros.  Records.  Def  American 
has  since  scored  big  with  the  Black 
Crowes  and  another,  slightly  tamer 
rap  act  named  Sir  Mix-A-Lot.  Up  next 
for  the  record  meister:  producing 
Mick  Jagger's  next  album. 

A  native  Long  Islander,  Rubin  is 
fast  becoming  your  quintessential 
Californian.  He  works  chiefly  out  of 
his  lavish  Beverly  Hills  home,  sports  a 
foot-long  beard  and  says:  "I'm  not  an 
office  kind  of  guy." 

-Peter  Newcomk 
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PUT YOUR 

ANNUAL  REPORT 

IN  THE  HANDS 

OF  SMART  INVESTORS 

WHO  SEARCH 

YEAR-ROUND  FOR 

INVESTMENT 

OPPORTUNITIES 

p      ORBES  Fall  Annual  Report  Portfolio  provides  an  unbeatable  environ- 

1  ment  in  which  to  offer  your  annual  report  to  an  active,  affluent  and 

highly  responsive  investor  audience. 

FORBES'  735,000  subscribers  are  smart  investors  who  make  investment  deci- 
sions for  their  own  portfolios  as  well  as  for  corporate  America.  They  have  an 
average  household  income  of  $216,898  and  an  average  net  worth  of  $1,595,838. 
In  addition: 

B  87%  of  FORBES  subscribers  own  corporate  stock  worth  an  average 
of  $896,594. 

1 52%  of  FORBES  subscribers  make  investment  decisions  for  others. 

This  direct  response  vehicle  allows  readers  to  request  your  annual  report  by 
simply  mailing  in  the  reader  service  card  that  is  bound  into  the  section.  FORBES 
processes  all  inquiries  and  provides  you  with  self-adhesive  mailing  labels. 

ISSUE  DATE:  NOVEMBER  23, 1992  ■  CALL  NOW  FOR  DETAILS: 

■  Virginia  CarroU:  212-620-2339  ■  Sarah  Madison:  505-275-1282/3 

Don't  miss  this  opportunity  to  showcase  your  annual  report  where  it  will 
receive  high  visibility  and  great  response. 


Levi  Strauss  &  Co.  employees  are  becoming  ^Light  Foundation  hopes  to  promote.  The  Foundation 


familiar  with  a  different  kind  of  blues.  The  kind  they 
see  while  volunteering  at  the  Central  City  Hospitality 
House  for  the  homeless  in  San  Francisco.  What 
they  also  see  is  an  opportunity  to  lift  those  blues. 


(It) 


is  an  independent,  non-profit  organization  founded 
in  1990  to  encourage  community  service.  And  like 
Levi  Strauss  we  are  committed  to  solving  serious§iH 
social  problems  on  a  local  level,  with  innovative 


It"'- 

KB 'J 


It^s  amazing  ivhat  Levies  can  do  for  a  man. 


If 
I'r 


As  far  back  as  1850,  Mr.  Levi  Strauss  stressed  solutions.  Of  course,  without  the  support  and  con- 
to  his  employees  the  importance  of  giving  back  to  sent  of  people  like  Levi  Strauss  Chairman  and  CEO 
the  community.  And  over  100  years  later,  under  the  Bob  Haas,  none  of  this  would  be  possible.  It  takes 
leadership  of  Mr.  Strauss'  great  great  grand  nephew,  the  power  of  our  nation's  business  leaders  to  solve 
and  current  Chairman  and  Chief  Executive  Officer,  the  problems  our  communities  face. 


Bob  Haas,  the  spirit  has  flourished. 


To  learn  more  about  corporate  involvement  in 


Community  Involvement  Teams  (CIT)  -  groups  community  service,  please  contact  the  Points  of  Ligh' 


of  caring  employees  who  band  together  to  help 


solve  local  social  problems  -  now  focus  on  such 


Foundation  at  1-800-888-7700. 


But  please  call  soon.  Because  if  you  think  what 


issues  as  homelessness,  substance  abuse,  and  the  Levi  Strauss  &  Co.  does  for  people  is  amazing,  just 

environment.  In  fact,  it  is  now  the  Levi  Strauss  &  Co.  wait  until  you  find  out  what  your  company  can  do 


employees  who  really  drive  these  programs. 


It's  this  kind  of  corporate  activism  the  Points  of 


«  Points  of  Light  jSfn 
FOUNDATION  (SuKll 


inE  runDCd/  dhrrh  rhll  «iinLLi  nLwiLit 


BY  ER  C  S.  HARDY 


»y  its  fundamentals — stock  prices  in 
elation  to  earnings  and  dividends — 
he  market  is  extremely  expensive, 
omebody  out  there  is  willing  to  buy, 
yen  though  the  S&P  500  is  hovering 
t  24  times  its  $17  trailing  earnings, 
nd  33  times  dividends.  But  there's 
Jso  a  big  bearish  contingent  on  the 
DOse.  Short  interest  on  the  New  York 
tock  Exchange  has  risen  for  five 
traight  months.  August's  total  of 
07  million  shorted  shares  (which 
epresents  the  sum  of  all  uncovered 
hort  positions,  regardless  of  transac- 
ion  date)  is  an  all  time  high. 

So,  if  you  call  yourself  a  contrarian, 
low  do  you  bet?  Argus  Research's 
ames  Solloway  bets  against  the  short- 
ening crowd.  How  does  he  argue 
vith  the  fundamentals?  The  trailing 
arnings  for  the  index,  says  Solloway, 
eflect  lots  of  writeoffs  during  the  last 
lalf  of  1991.  The  market's  price/ 
arnings  ratio  from  continuing  opera- 
ions  is  more  like  18. 


Special  focus 


i/Ianagers  of  these  firms  think  the  stocks  are 
)uys:  They  have  been  sopping  up  cash  by 
)uying  in  shares.  The  companies  show  a 
lecline  in  shares  outstanding  during  the  last 
ive  fiscal  years  and  each  of  the  last  four 
luarters.  Note  that  these  stocks  tend  to  be 
yciicals;  growth  companies  don't  often 
iiave  excess  cash  on  hand. 


The  overall  market 


Reduced  offerings 


5 
Company 

■year  reduction 
in  shares        ^ 

Ennis  Bus  Forms 
General  Re 
Loews 

-18%    ^ 

-16 

-17 

Polaroid 

-21 

Ralston  Purina 

-28 

Rockwell  Ifitl 

-21 

Tandy 
Torchmark 

-13 
-22 

2600 
2400 
2200 
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1800 

1600 
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The  Barra  All-US  index  as  of  9/3/92: 

Market  value:  $3,996.5  billion 

P/E:  25.8 

P/E  minus  negative  EPS-.  17.3 

Price/book:  2.4 

Yield:  2.7  % 


12-month  closeup 


■  Bsrra  index 

■200  day  moving  average 
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'85 


■86 


■87 


■88 


■89 


■90 


■91 


■92 


'91 


■92 


Closeup  on  the  market 


Index  or  investment 

2-week  change 

%  change  from 
1  year          5-year  high      - 

Barra  All-US  index 

0.1% 

1 
1 

7.9  % 
10.5 
10.5 

-2.9% 

-2.6 

-2.4 

SiP/Barra  Growth  index- 

0,3 

S&P/Barra  Value  index' 

-0.3 
-0.4 

1 
1 

Dow  Jones  industrials 

9.4 

-3.5 

S&P  500 
NYSE 

-0.1 

-0.1 

1.2 

-0.2 

1 
1 

1 

7.4 
7.8 

-1.7         j 
-1.5         1 

Nasdaq 
Amex 

11.2 
4.3 

-10.9         1 

^■'         1 
-22.8         1 

-25.6 

EAFE- 

CRB  index'' 

10.7 
1.0 

■ 

■■■■1 

-4.8 

Gold' 

1.0 

■ 

-1.8 

-32.2      ; 

Yen  5 

-2.0 

-9.0 

0.0 

-24.4 
-47.3         1 

OiP 

1.2 

The  best  and  worst  performing  stocks^                                              1 

Beit 

Price 

2-week 
change 

1992 
EPS' 

Worst 

Price 

2-week 
change 

1992      B 
EPS'     ? 

Oiagnostek 

17 

62% 

$0.71 

Alteon 

101/4 

1714 
91/8 

123/, 

45/5 

-28% 

$-0.40 

Sierra  Semiconductor 

12  1/4 

40 

1.11 

Aphton 

North  American  Vaccine 

Medco  Research 

-24 
-23 
-20 

-0.19 
-0.30 
0.10    1 

DSC  Communications 

SVg 

39 

0.03 

Sun  Electric 

11  3/8 

36 

0.39 

Amylin  Pharmaceuticals 

9 

33 

-1.09 

Hibernia 

-20 

-0.54     1 

1    The  best  and  worst  performing  industry  factors^"                               1 

Best 

2-week 
change 

Since 
12/31/91 

Worst 

2-week 
change 

Since              1 
12/31/91            ^ 

Forest  products 
Tobacco 

8.2% 

7.3 

4.9 

4.3 

3.3 

49.7% 

8.8 
-0.1 
-0.2 
-23.3 

Thrifts 

Water  transport 
Tire  &  rubber 
Aerospace 

-4.4% 
-4.4 

-7.0% 
4.1 

Photographic,  optical 
Trucking 

^.3 
^.0 

20.0 
-14.8 

Coal  &  uranium 

Drugs 

-3.8 

-13.4               j 

Source:  Value  Line 

jote:  Data  for  period  ending  9/3/92.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S.  markets. 

pRs,  REITs  and  closed-end^unds  are  excluded.   •  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average  earnings 

Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios,  -  A  dollar-denominated  capitalization-weighted  index  of 

an  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. "  Index  of  21  commodity  futures.  -  Knight-Ridder  Financial  Information. 

-;  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc,  ^  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value 

.-.th  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source:  Barra.  Inc.,  Berkeley,  Calif. 
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BY  6  LBERT  STEEDLEY 


Corporate  vs.  government  yields 


'87       '88        '89       '90       '91      '92 


Representative  industry  yields 


Corporate  dividend  revisions 

3000 

■  Positive 

■  Negative 

2500 

2000 

1500 

< 

1000 

500           1 

„   lllll 

llllll. 

'81       '83       '85       '87       '89       '9r92 

Through  August  31,  1992. 

Industry 

Yield 

Payout 
ratio  ^ 

P/E 

Industry 

Yield 

Payout 
ratio  ^ 

P/E 

Auto  &  truck  mfg 

5.1% 

NM 

NM 

Household  products 

2.4% 

42% 

23 

Banking 

4.0 

39% 

18 

Integrated  petroleum 

4.8 

127 

14 

Basic  chemicals 

4.3 

59 

18 

Pharmaceuticals 

2.2 

36 

20 

Electric  utilities 

6.6 

99 

16 

Retail 

2.4 

39 

26 

Electronics 

1.8 

32 

23 

Telecommunications 

4.4 

52 

29       f 

A  welcome  bright  spot  for  the  stoc 
market:  Dividend  increases  durin 
the  first  eight  months  of  1992  ai 
running  nicely  ahead  of  last  year 
count.  So  far  this  year  868  companic 
have  boosted  their  payouts,  up  22 
fi-om  1991,  according  to  Arnol 
Kaufman,  editor  of  an  S&P  newslette 

People  putting  new  money  into  tt 
stock  market  today  have  to  hope  ft 
some  healthy  dividend  increases.  A 
ter  all,  the  stock  market's  yield  of  3% 
very  much  at  the  low  end  of  its  histor 
cal  range  and  is  far  below  what 
available  on  a  Treasury  bond. 

The  tables  below  show  ten  utilil 
and  ten  nonutility  stocks  whoj 
yields — despite  being  substantial 
higher  than  3% — appear  to  be  safi 
The  standards  for  each  table  ai 
slightly  different:  Utilities,  which  ai 
usually  bought  for  yield,  must  pay ; 
least  6%  and  pay  out  no  more  tha 
95%  of  their  earnings  in  dividend 
while  the  ten  companies  in  other  ii 
dustries  have  a  minimum  yield  of  4| 
and  maximum  payout  of  75%. 

Dave  Schanzer,  an  analyst  at  Jann^ 
Montgomer)'  Scott,  likes  Adantic  Eii 
ergy.  Its  average  annual  total  retur 
over  the  past  ten  years  is  about  209 
it's  selling  below  the  industry  p/e,  an 
its  dividend,  he  says,  is  sustainabl 
even  if  the  economy  doesn't  pick  u 


Sound  yields,  industrials 


Sound  yields,  utilities 


Company 

Price 

Indicated 
rate 

Yield 

Payout 
ratio^ 

EPS^ 

AAR 

121/4 

$0.48 

4.0% 

58% 

$0.83 

Ametek 

15^2 

0.68 

4.3 

69 
56 

0.98 
2.49 

Barnes  Group 

29 
27 '/4 
20  H 

1.40 

4.9 

GATX 

1.30 

4.4 

40 

3.16 

Humana 

0.90 
0.44 

4.0 
4.5 

43 
47 

2.08           ;; 

0.94      ; 

Kaman 

9  3/4 

Lockheed 

47^2 

2.12 

4.2 

39 

5.20      ; 

Shared  Medical  Sys 

20 

0.84 

4.2 

71 

1.18 

SPI  Pharmaceuticals 

20  Vs 

1.06 

4.8 

37 

2.59 

Tasty  Baking 

I6V4 

0.80 

4.4 

57 

1.35      ' 

Indicated 

Company  Price            rate  Yield  EPS 

Allegheny  Power  Sys  48 '/1  $3.20  6.6%  $3.73 

Atlantic  Energy  24              1.52  6.3  1.83 

Central  Maine  Power  23              1.56  6.8  1.95 

Central  Vermont  Pub  Svc  33V8           2.08  6.2  2.72 

Commonwealth  Energy  41^8           2.92  7.0  2.68 

Green  Mountain  Power  32^8           2.06  5.3  2.39. 

NUI  24 '/8           1.58  5.4  1.58 

Orange  &  Rockland  Util  39 '/a           2.48  5.3  3.02 

South  Jersey  Industries  23 '/a           1.44  5.2  1.57 

Western  Resources  30               1.90  5.3  2.13 


Note:  All  data,  except  vi/here  footnoted,  as  of  8/31/92.  'Yield  on  30-year  Treasurys  adjusted  for  inflation  using  the  trailing  12  months'  increase  in  the  Consumer  Price  I 
^Capitalization-weighted.  Dividends  divided  by  net  income;  all  extraordinary  items  are  excluded.  ^Trailing  12  months.  NM:  Not  meaningful.  Sources:  Media  General,  Value 
via  Lotus  One  Source;  Standard  &  Poor's. 


1 


164 


Forbes  ■  September  28,  1" 


Fbrbes 


MAGAZINE  PRESENTS 


Health  Care  Reform  & 
New  Decisions  for  Business 

OCTOBER  1  -2,  1  992  ■  THE  PLAZA  HOTEL  ■  NEW  YORK  CITY 

A  Harvard  School  of  Public  Health  Conference 

Attend  this  unique  and  timely  conference 
addressing  the  vital  links  between  business 
and  our  nation  jr  health  care  system 

A  Prescription  for  Change 

Health  Care  Reform  &  New  Decisions  for  Business  is 
designed  to  establish  a  dialogue  among  business  leaders 
including  CEOs,  Presidents,  CFOs,  Vice  Presidents  of 
Human  Resources  and  benefits  managers,  as  well  as 
health  care  providers  and  government  officials,  to: 

■  Determine  how  new  approaches  to  health  care  will 
affect  their  company  and  employees 

■  Formulate  a  strategy  for  dealing  with  possible  health 
care  scenarios  under  consideration 

■  Develop  initiatives  for  controlling  costs  while 
delivering  optimum  health  care. 


Presented  in  association 
with  (as  of  August  20): 
Libert)'  Mutual 

Insurance  Company, 
The  Prudential 

Insurance  Company 

of  America, 
Towers  Perrin, 
The  Travelers,  and 
Wausau  Insurance 
Companies 


P//)/r™  .'/«!//  inn  fiii-t-h,)!-  ^^^*  Rutes MAGAZINE  presents 

nme  n'ml  lliepUWCl      BP^  Health  Care  Reform 
mfowmion  on:  ■' '•  New  Decisions  for  E 

n  attending 

n  being  a  sponsoring  organization 


Business 


A  Harvard  School  of  Public  Health  Conference  Lu::' 


^' 


Name 
Tide 


Company 
Address 


Cit\'_ 


State 


_Zip 


Fax 


Phone 

Said  to:  CMC,  200  Coiweaiciit  Avenue,  Nmivalk,  CT 
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The  curmudgeonly  manager  of  the  little  Beacon  Hill 
Mutual  Fund  has  some  old-fashioned  advice  for  nervous 
investors:  The  wisest  action  is  sometimes  no  action. 

Buy  and  hold 


l^i 


David  L.  Stone,  the  70-year-old 
manager  of  the  Beacon  Hill  Mu- 
tual Fund,  arrives  early  at  his  Fed- 
eral Street  office  in  Boston  every 
day.  He  reads  the  newspapers, 
opens  his  mail  and  waits  for  a  call 
from  State  Street  Bank,  the 
fund's  custodian,  with  the  previ- 
ous day's  closing  price  and  cash 
position.  He  scribbles  those 
down.  Then  he  reads  some  more. 
Then  he  packs  his  briefcase  and 
leaves. 

Stone  is  a  standpatter.  While 
most  stock  fund  managers  turn 
over  their  portfolio  about  once  a 
year  (for  a  turnover  ratio  of 
100%),  Stone's  annual  turnover  ■ 
the  past  ten  years  has  averaged 
just  3.5%.  The  hind's  largest  holding, 
Merck,  dates  to  1975,  when  Stone 
acquired  the  stock  at  an  average  price 
of  $4.33  a  share.  Recent  price,  48V4. 
He's  not  sorry  he  didn't  sell  it  earlier 
this  year  near  a  peak.  If  he  had,  the 
fiind's  shareholders  would  have  owed 
a  big  tax  on  their  capital  gain. 

"People  ask  me  what  1  do  all  day," 
says  Stone.  "Well,  a  decision  to  do 
nothing  is  still  a  decision.  It 
takes  effort."  Psychologi- 
cal effort,  mainly.  People 
get  itchy.  They  trade  too 
much,  enriching  their  bro- 
kers and  the  tax  collector  in 
the  process. 

Since  its  1964  inception, 
David  Stone's  tiny  ($5  mil- 
hon)  fiind  has  just  kept  up 
with  the  s&p  500 — before 
expenses.  We  offer  Beacon 
Hill  Mutual  Fund  not  as  an 
example  of  a  great  fijnd  to 
buy — indeed,  its  2.8%  ex- 
pense ratio  makes  it  a  bad 
buy — but  as  an  example  of  a 
portfolio  strategy.  Individ- 
ual investors  who  find 
themselves  losing  money 
chasing  one  tip  after  anoth- 


David  L.  Stone  of  Beacon  Hill  Mutual  Fund 

Holding  period  for  Merck:  17  years  and  counting. 


er  can  learn  something  from  Stone's 
conservative  style. 

Stone  doesn't  even  own  a  comput- 
er, a  Bloomberg  or  a  Quotron  ma- 
chine. He  believes  that  moment- by- 
moment  knowledge  of  stock  prices 
encourages  short-term  trading.  What 
does  he  do  when  he  comes  across 
stocks  he  wants  to  buy.>  Often,  noth- 
ing. "To  buy  a  new  stock,  I  have  to 


S|K 


Standpatters 

Fund 

Turnover 

5-year 
total  return 
(annualized) 

9.7% 
11.3 

9.7 
10.9 

9.4 
15.5 

9.6 
13.2 

Annual 
expenses 
per  $100 

Dodge  &  Cox  Balanced  Fund 
Lindner  Dividend  Fund 
Lindner  Fund 
Nicholas  Fund 

Vanguard  lndex-500  Portfolio 
Vanguard  Special-Health  Care* 
Vanguard  STAR  Fund 
Vanguard  World-US  Growth 

10% 
24 
11 
15 

5 

7 
11 
24 

$0.65 
0.80 
0.80 
0.78 

0.20t 
0.30 
0.39 
0.52 

*Fund  levies  1%  redemption  fee,  with  proceeds  reverting  to  ottier  fund 
shareholders.    tPius  $10  annual  maintenance  fee. 

These  no-load  funds  have  good  returns, 
low  expenses  and  low  turnover. 


sell  one  I  own.  That  means  I  can  m 
two  mistakes,"  responds  Stone, 
rues  the  days  that  he  sold  a  bit  of 
Merck,    Bristol-Myers    Squibb    an 
McDonald's. 

Suppose  you  are  sitting  on  somi 
low- cost- basis  Merck  and  want  to  u 
load  it  in  favor  of  some  other  stock 
■  say.  Ford  Motor.  If  you  are  trading 
a  taxable  account,  making  the  switcl 
might  cost  you  a  third  of  youj 
capital  in  state  and  federal  taxes  ^■'^ 
For  the  trade  to  leave  you  bettei  ifti 
off,  you  have  to  be  very  right  tha  h' 
this  is  the  time  to  switch.  Fort  ikicc 
must  proceed  to  outpace  Mercl  «en 
by  50%.  m 

Stone's  tendency  to  sit  tigh  r-i 
helped  him  gain  5%  in  1987  when  va^ 
many  stock  funds  lost  money)  ^/^ 
Indeed,  he  hasn't  had  a  dowi  ii  '■ 
calendar  year  in  the  fund  sine?  tin 
1974.  On  Oct.  19,  1987,  th(  flO" 
Dow  Jones  industrial  average  liio 
dropped  500  points.  Panicked  in  : 
vestors  bailed  out.  Not  Stone.  Hi  ippci 
read  the  newspapers,  talked  t<  rsot 
State  Street  Bank  and  thei  The 
packed  his  briefcase  as  he  woult  kis 
any  other  day.  He  didn't  tun  (Id 
over  a  single  position  that  year.  II1^1^ 

Stone  buys  stocks  with  higher  thai  m 
average  earnings  growth  rates.  "Peo^" 
pie  who  chase  high  yields  often  wim 
up  losing  their  principal,"  says  Stone 
"Even  if  I  overpay  for  a  growth  com 
pany,  the  value  of  the  company  wil 
eventually  catch  up  with  its  stoc! 
price." 

Do  you  yearn  for  high-yield  invest 
ments  so  you  can  live  oft  tlr 
income.^   Forget  the  yield  c 
Stone  says.  Buy  for  total  re 
turn  and  buy  for  the  loi 
term.  If  you  need  money, 
up  an  automatic  withdra 
plan.  Fund  sponsors  will 
happy  to  accommodate  yoi 

In  the  table  we  show  ei 
no-load  ftmds  with  very  la 
turnover.  All  have  at  le; 
kept  up  with  die  market  ovi 
the  past  five  years,  and  al 
have  expense  ratios  at  or  unjkt 
dcr  0.8%.   Unless  you  ai?^ 
investing  through  a  tax -de 
ferred  account  (iRA,  corpql|t  iy\ 
rate  thrift  plan  or  Keoghj* 
there  is  much  to  be  said  fo 
a  ftind  manager  who  is  n 
luctant  to  trade.  -S.O. 
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ome  fund  investors,  seeking  total  return  or  seeking 
afety,  fixate  on  yield.  They're  making  a  big  mistake. 

Yield  crazy 


y  Spencer  Smith 

/^HYDOES  the  Liberty  All-Star  Equity 
und,  a  closed-end  fund  created  in 
?86,  trade  at  a  5.2%  premium  to  the 
due  of  its  assets?  It  can't  be  because 
ivestors  are  trying  to  get  in  on  a  top- 
°rforming  fund,  since  Liberty  isn't 
ne — it  hasn't  even  kept  up  with  the 
larket  over  the  past  five  years.  The 
nly  possible  explanation  is  Liberty's 
licy  26-cent  quarterly  dividend,  a 
0%  yield  on  the  stock's  recent  price 
f  lOVs.  Liberty's  managers  have  a 
olicy  of  paying  out  a  fat  distribution, 
hether  it  is  earned  or  not.  As  it 
appens,  the  fund  has  lost  mon- 
/  so  far  this  year. 

The  phenomenon  at  work 
ere  is  what  you  might  call  the 
eld  illusion.  Thinking  that 
mds  are  like  bank  accounts, 
aive  investors  fixate  on  yield  as 
measure  of  a  fund's  safety  or 
i^ely  return.  In  fact,  a  fund's 
ayout  rate  doesn't  say  much 
30ut  either. 

The  fund  industry  has  discov- 
"ed  a  variety  of  ways  to  satisfy 
ivestors'  lust  for  cash  distribu- 
ons.  Consider  mfs  Govern- 
lent  Markets  Income  Trust, 
lother  closed-end  so  sought 
ter  that  it  trades  at  a  premium 
)  its  underlying  asset  value.  The 
md's  attraction  is  a  rich  10.9%  yield, 
ell  above  that  of  any  U.S.  govern- 
lent  bond  these  days.  The  fund's 
ortfolio  includes  foreign  as  well  as 
I.S.  bonds,  so  some  investors  might 
link  that  all  the  added  kick  is  coming 
om  overseas.  ^Jot  so.  A  large  chunk 
fit  is  coming  from  options. 

In  order  to  generate  cash  to  keep  up 
s  yield,  the  managers  of  MFS  Govern- 
lent  sell  call  options  on  some  of  the 
pnds  in  the  flind's  portfolio  and  pass 
le  option  premiums  through  to 
lareholders  as  p'art  of  the  dividend, 
here's  no  free  lunch  in  these  option 
•ades.  When  interest  rates  go  up, 
onds  go  down  in  value   and  the 


fund's  shareholders  lose  principal. 
When  interest  rates  fall,  bonds  go  up 
in  value,  but  the  fiind  can't  reap  the 
benefits  if  it  has  given  away  the  appre- 
ciation to  option  buyers. 

Not  surprisingly,  MPS  Govern- 
ment's net  asset  value  has  suffered. 
From  the  end  of  August  last  year  to 
the  end  of  August  this  year,  the  price 
of  a  U.S.  Treasury  bond  with  compa- 
rable maturity  climbed  7%  as  rates  fell. 
The  net  asset  value  of  mfs  Govern- 
ment, however,  was  flat. 

The  option  game  can  be  played  in  a 


stock  fiind,  too.  Paine  Webber,  for 
example,  has  devised  a  sort  of  unit 
trust  that  turns  low-yield  or  no-yield 
health  care  stocks  into  seeming  divi- 
dend payers.  The  trust  sells  long-term 
call  options  against  the  stocks  in  the 
portfolio,  then  passes  along  option 
premiums  to  investors  as  income. 
Paine  Webber's  plan,  set  out  in  a  Secu- 
rities &  Exchange  Commission  filing 
in  May,  is  on  hold  now,  since  medical 
stocks  are  in  the  doghouse.  When  the 
sector  revives,  this  gimmick — and  var- 
ious imitations  planned  by  other  bro- 
kerages— could  be  a  big  seller. 

Another  common  yield  booster: 
high-risk  bonds.  Junk  bonds  throw 
ofFfat  interest  checks  that  are,  to  some 


degree,  offset  by  occasional  losses  of 
principal  in  defaults.  But  in  reporting 
its  yield,  a  junk  fund  doesn't  have  to 
subtract  its  hits  to  principal.  Some 
foreign-government  bonds  come 
with  fat  yields — and  a  big  dose  of 
currency  risk.  A  buyer  could  collect  a 
nice  income  for  a  while  and  then  lose 
it  all  in  a  currency  devaluation. 

Buying  high-grade,  callable  bonds 
with  high  coupons  is  another  way  a 
fund  manager  can  keep  his  payout 
looking  better  than  average.  But  as 
interest  rates  come  down,  many  cor- 
porate issuers  are  refinancing  their  old 
high-coupon  bonds  with  cheaper 
debt.  Witness  First  Boston  Strategic 
Income  Fund,  a  closed-end  fund  that 
cut  its  monthly  dividend  from  10 
cents  to  8.75  cents  in  August,  largely 
as  a  result  of  corporate  bond  refinanc- 
ings. The  fund's  share  price  fell  from 
llV<i  to  IOV2 — ^wiping  out  nearly  a 
year's  worth  of  dividend  income. 
Many  mortgage  bond  funds,  favor- 
ites among  the  yield  junkies,  are 
also  hanging  by  a  thread.  As 
homeowners  refinance,  paying 
off  high-rate  mortgages  with 
today's  cheaper  loans,  they  also 
choke  the  income  stream  on 
which  these  funds  depend. 
Blackrock  Income  Trust's  9.7% 
current  yield  explains  why  the 
fiind  is  trading  at  a  premium. 
But  the  yield  is  an  illusion.  The 
trust  is  facing  a  deluge  of  mort- 
gage bond  prepayments  and 
will  probably  cut  its  dividend 
soon. 

Mortgage  passthroughs  now 
have  a  yield  to  maturity  of 
around  7%,  according  to  Salo- 
mon Brothers.  From  that,  subtract  a 
mortgage  fund's  annual  expense  ratio 
to  get  a  rough  measure  of  the  total 
return  to  expect.  In  Blackrock's  case, 
the  expected  net  comes  in  near  6.5%, 
nothing  like  the  9.7%  yield. 

Finally,  if  all  else  fails,  a  fund  man- 
ager can  prop  up  the  dividend  rate  by 
returning  investors'  own  money  to 
them  as  a  nontaxable  "return  of  capi- 
tal." Liberty  All-Star  Equity  and  mfs 
Government  Markets  Income  Trust 
have  both  played  this  game. 

The  moral:  Don't  pay  much  atten- 
tion to  a  fijnd's  payout  rate.  Compare 
funds  on  total  return,  which  takes  into 
account  both  yield  and  capital  gains 
and  losses.  ^M 
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i\\  of  US  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1  %  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 


Price  subiect  to  change  without  notice 


Forbes  Lake  of  the  O^rks 

Box    303,  Fort  Garland,  CO  81 133 

Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


Name. 


Address- 


City/State/Zip 
Telephone . 


or  phone  81 6/438-2801  50Z^ 


^,y,.,..,  :,,^  r.^^,-,  , ,  ,._port  requireo  <^)  .  ^  j=.c..  cr,  and  read  It  before  signing  anything.  No  Federal  age(.cy  has  judged  the  ments  or  value,  it  anv 
Opportunity.  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  YorK  The  filing  does  not  constitute  i; 
lease  by  the  Secretary  of  State  or  that  the  Secretary  of  Slate  has  in  any  way  passed  upon  the  merits  of  such  offering  A  copy  of  the  offenng  statemi : 
Cristo  Ranches.  NYA88-178 
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3u  can  double  your  income  by  switching 
Dm  money  market  accounts  into  long-term 
'easurys.  But  don't  unless  you  are  pretty 
3rtain  inflation  won't  get  worse. 

the  perils 
)f  volatility 


1  Weberman  is  a  columnist 
Forbes  magazine. 


you'VE  GOT  money  stashed  away  in 
avings  account,  certificate  of  depos- 
Dr  money  market  mutual  fund  earn- 
5  only  2.5%  to  3.5%,  the  obvious 
nptation  is  to  switch  into  the  longer 
d  of  the  Treasury  market. 
The  30-year  bond  currendy  pays 
25%,  and  there's  an  exemption  from 
ite  taxes  to  boot.  That  sounds  pretty 
ractive,  and  more  than  a  few  invest- 
mt  newsletters  and  T.  Rowe  Price 
ve  been  recommending  extending 
iturities  from  savings  to  market  is- 
£s  and  bond  mutual  funds. 
But  before  you  go  ahead,  consider 
i  tradeoff:  market  volatility.  Bond 
ices  are  the  reciprocal  of  interest 
:es.  If  interest  rates  go  up,  bond  - 
ices  move  down.  And,  of  course, 
:e  versa.  In  these  days  of  interest  rate 
latility,  a  bond  is  no  longer  a  rock- 
id  security. 

And  the  longer  the  maturity,  the 
sater  the  volatility.  A  1%  change  of 
:erest  rates  in  one  year  on  a  30-year 
ind  brings  a  price  change  of  about 
%.  For  a  three-year  T  bond,  a  yield 
ange  of  1%  would  alter  the  price 
out  three  points.  Don't  ever  forget 
It  long-term  Treasurys  sold  as  low 


as  55  cents  on  the  dollar  at  the  height 
of  Paul  Volcker's  squeeze  on  interest 
rates  just  a  decade  ago. 

For  a  more  recent  demonstration, 
take  a  look  at  what's  happened  to  the 
Treasury  8s  of  November  2021.  Last 
January,  when  interest  rates  were  at 
the  low  end  of  the  recent  range,  the 
long  bond  earning  7.40%  was  trading 
at  107.  Two  months  later,  on  Mar. 
12,  the  bond  yield  had  climbed  to 
8.04%  and  the  price  eroded  to  99y2. 
While  an  investor  holding  $10,000  of 
the  issue  was  earning  $133.33  of  in- 
terest, the  price  dropped  $750. 

But  as  the  interest  rate  has  dropped 
to  7.29%,  the  price  has  climbed  to 
IO8V2,  more  than  recovering  the  mar- 
ket loss  of  the  first  two  months.  Some- 
one buying  these  bonds  in  March 
would  have  enjoyed  a  profit  of  9 
points,  or  $900,  over  and  above  the 
interest  earned. 

Today,  for  better  or  worse,  long- 
term  bonds  are  a  speculation. 

Timing,  as  always,  is  everything.  So 
what's  ahead  for  interest  rates.'  I  look 
for  a  continued  sluggish  economy  for 
at  least  several  quarters.  The  federal 
funds  rate,  used  as  an  instrument  of 
monetary  policy,  will  remain  in  the  3% 
range  probably  at  least  until  next  year. 
Meanwhile,  long-term  rates  should 
hold  close  to  current  levels  or  even 
decline  for  an  extended  period  of  at 
least  six  quarters  before  starting 
up  again. 

What  do  I  advise  under  these  cir- 
cumstances.' Try  this  strategy:  Figure 
out  the  amount  of  cash  you  may  need 
for  any  reason  on  short  notice.  Set 
that  aside  in  a  savings  account,  earn- 
ing whatever  you  can. 

Place  about  two- thirds  of  the  re- 


mainder in  Treasurys  due  in  about  five 
years.  The  5V2%  notes  due  July  1997 
pay  5.21%  to  a  secondary  market  buy- 
er. Put  the  other  third  of  your  portfo- 
ho  in  long-term  Treasurys  such  as  the 
7V4S  of  August  2022,  paying  7.25%. 

To  some  extent,  you  can  achieve  a 
rounded  portfolio  through  purchase 
of  a  government  bond  mutual  fund 
that  has  an  average  weighted  maturity 
of  close  to  five  years.  Be  aware  that 
most  of  the  so-called  "government 
bond  funds"  have  portfolios  weight- 
ed heavily  with  mortgage -backed  se- 
curities—Government National 
Mortgage  Association  pools  and  fed- 
eral mortgage  agency  issues. 

Three  fiinds  in  this  category  carry  a 
rating  of  five  stars  from  Morningstar, 
Inc.,  the  Chicago-based  mutual  fiind 
statistical  organization.  Fund  for  U.S. 
Government  Securities,  managed  by 
Federated  Investors  of  Pittsburgh,  is 
characterized  by  Morningstar  as  "one 
of  the  best  of  the  intermediate -term 
bunch."  Although  it  has  a  front-end 
load  of  4.5%,  tiie  sec  yield  is  7.14% 
and  the  share  price  held  up  well  dur- 
ing the  first  quarter  of  1992,  when 
bond  and  mortgage -backed  rates 
were  rising  and  share  prices  were 
eroding  sharply.  The  average  effective 
maturity  is  4.8  years.  Half  the  portfo- 
lio consists  of  GNMA  pools,  so  results 
depend  on  the  ability  of  the  portfolio 
manager  to  offset  the  effect  of  mort- 
gage prepayments. 

For  a  shorter-maturity  fund,  try 
Vanguard's  Fixed  Income  Securities 
Fund  Short-term  Federal  Portfolio, 
with  an  average  effective  maturity  of 
2.7  years.  It's  a  no-load  fund  and  has 
an  SEC  yield  of  5.70%.  Vanguard's 
portfolio  has  greater  representation  of 
Treasury  issues  than  does  the  Federat- 
ed fund.  It  has  no  gnma  pools,  al- 
though it  does  hold  a  heavy  dose  of 
federal  agency  securities. 

A  pure  Treasury  fund,  with  an  aver- 
age effective  maturity  of  2.3  years,  is 
the  Bernstein  Government  Short  Du- 
ration Portfolio,  sponsored  by  San- 
ford  C.  Bernstein  of  New  York.  It  has 
an  estimated  SEC  yield  of  3.48%. 

Whether  you  buy  Treasurys  direct 
or  through  a  mutual  fund,  interest 
derived  is  exempt  from  state  income 
taxes  but  not  from  federal.  Payments 
from  mortgage -backed  holdings  are 
subject  to  both  state  and  federal  in- 
come taxes.  ^M 
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Based  on  ex-President  Nixon's  election  forecast, 
here  is  my  stock  market  forecast. 

Value  will  out 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  He  has  written  two  books:  The 
Wall  Street  Waltz  and  Super  Stocks. 


I  RECENTLY  had  the  good  luck  to 
speak  with  Richard  Nixon,  who  is  a  lot 
smarter  about  politics  than  I  could 
ever  hope  to  be.  The  former  President 
said  he  didn't  know  who  would  win  in 
November.  He  thought  that  if  Bush 
could  take  both  Illinois  and  Ohio — 
two  bellwether  states — he  would  win, 
but  lose  either  and  Clinton  would  be 
President.  It  could  go  either  way. 

So  what  should  the  investor  doi* 
Not  worry. 

Clinton  is  clearly  a  moderate  front 
for  a  liberal  future  Cabinet  and  Con- 
gress— a  classic  nightmare.  So  if  he 
appears  to  stay  ahead  in  the  polls,  the 
market  is  likely  to  remain  lackluster 
through  November. 

But  as  happened  after  Jack  Kenne- 
dy's I960  election,  the  market  could 
give  Clinton  a  sweet  I5-to-20-month 
honeymoon.  The  stock  market  fares 
better  under  Democratic  administra- 
tions than  most  investors  can  possibly 
imagine,  especially  early  on.  A  market 
honeymoon  has  been  afforded  all 
newcomer  Democratic  Presidents  ex- 
cept Carter.  And  the  smaller,  value - 
oriented  stocks  that  I  have  been  urg- 
ing you  to  own  always  did  particularly 
well  during  these  periods  and  even  did 
pretty  well  in  the  early  Carter  era. 

Why  so?  Hopes  for  a  looser  Fed,  a 
bit  more  inflation  and  a  flatter  yield 
curve  historically  have  caused  stocks 
selling  at  valuation  discounts  to  out- 


shine perceived  growth  stocks,  as  they 
did  throughout  Carter's  reign. 

With  a  Bush  victor}^  would  come 
initial  market  strength  this  fall  as  he 
rebounds  in  the  polls.  If  Bush  wins,  as 
in  1988,  it  would  be  less  because 
voters  like  him  than  that  they  reject 
Clinton,  and  would  be  followed  by  an 
early  1993  recoil  at  the  notion  of  four 
more  years  of  an  uninspired  Adminis- 
tration. Later  would  follow  an  okay 
market,  as  per  his  first  term.  The 
market  has  no  heavy  fears  or  misgiv- 
ings about  Bush.  He  is  a  "known." 

Either  way,  the  level  of  stock 
prices  in  12  to  18  months  will  have 
less  to  do  with  who  is  elected  this  fall 
than  it  will  with  traditional  econom- 
ics. The  economy's  rebound  may 
have  shown  little  zip  to  date,  but 
below- average  early  recoveries  are 
historically  linked  to  above-average 
later  recoveries  and  to  ones  that  are 
longer  than  usual.  Since  the  market 
always  moves  in  advance  of  the 
economy,  stop  worrying  about  No- 
vember. Focus  on  basically  good, 
sound  firms  selling  at  cheap  prices 
that  will  benefit  as  this  economic 
recovery  slowly  builds. 

One  no-brainer  is  Kaman  Corp. 
(10,  o-t-c),  a  conglomerate,  which  in 
this  case  is  good.  Its  diversity  suggests 
it  isn't  apt  to  fall  apart.  At  90%  of  book 
value,  23%  of  annual  revenue  and  a 
p/E  of  10,  Kaman  has  a  generous  4.5% 
dividend  yield.  Plus  a  great  balance 
sheet.  The  stock  was  above  20  five 
years  ago  and  will  be  again  in  the  next 
five  years.  That,  plus  the  dividend,  is  a 
20%  annual  return.  Pessimists  fear  its 
defense  exposure,  but  that  is  already 
discounted  in  the  price. 

A  ditto  is  Barnes  Group  (29).  Like 
Kaman,  it  is  too  multi -industry  to 
light  itself  afire — but  basically  stable. 
At  34%  of  revenue,  ten  times  next 
year's  earnings  and  with  a  4.8%  divi- 
dend yield,  it  will  be  discovered  and 
rally  in  this  value  cycle.  Its  earnings 
and  depreciation  together  total  $42 


million,  which  on  a  market  capitalizj 
tion  of  $180  million  means  a  231 
annual    cash-on-cash    return    fror  ki 
owning  this  firm.  Pretty  cheap.  II 

Retailers  suffer  from  the  image  of 
lifeless  economy.  But  many  are  jus 
fine  and  too  cheap.   For  exampk 
Gottschalks  (10)  is  a  leader  in  run 
California,  running  both  departme^ 
stores  and  women's  apparel  units, 
spite  the  state's  unusually  severe  re 
cession,  and  a  major  tax  scandal  tha 
caused  the  replacement  and  indicjj 
ment  of  the  former  chief  financi 
officer,  this  outfit  has  done  pret 
darn  well.  But  not  the  stock.  Got 
schalks  is  ideally  postured,  in  terms  i 
location,  in  the  West's  rural  areas  thai  . 
will  have  a  much  better  future  tha  k- 
the  West  as  a  whole .  b  " 

It  ties  cheap  valuations  and  gocH  e«- 
finances  to  an  aggressive  growth  plail  _ 
Expect    its    new    stores    to    rippl! 
throughout  the  West  in  the  1990j 
Yes,  its  high  P/E  of  29  scares  investor? 
But  it  is  only  high  because  of  recej 
sion-depressed   profit   margins.    M 
analysis  says  it  sells  at  only  7  times  ne: 
year's  recovered  earnings.  It  is  als 
priced  at  book  value  and  a  mere  35 
of  its  annual  revenue.  This  stock 
cheap.  It  was  as  high  as  26  just  laj*: . 
year;  I  expect  to  see  26  again  withi  m^r^ 
five  years,  which  would  be  a  21'  i;^^ 
annual  return.  kh; 

In  my  July  6  column  I  grouse  jior 
about  all  the  trendy  new  restaurai  gj^^, 
stocks   selling  at  outrageous  valuJ  g,. 
tions.    Just    the    opposite    is    Cr 
Karcher  Enterprises  (9,  o-t-c).  It 
cheap  and  its  Carl's  Jr.  fast-food  cha 
has  done  well  in  a  very  competiti| 
West    Coast    environment.    It, 
Gottschalks,  should  keep  gaining  ma' 
kct  share  in  the  West.  Yet  it  sells  at  oni 
12  times  earnings,  33%  of  revenue  an 
1 .8  times  book  value — just  two- thin 
of  the  market's  price-to-book  mult 
pie.  This  stock,  too,  was  more  tha 
twice  this  high  in  1989  and  will  I 
again  in  less  than  four  years.  ■ 
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I  or  reasons  that  don't  have  much  to  do 
'/ith  the  coming  presidential  election, 
jOme  of  the  best-performing  market  letters 
Ire  beahsh  right  now. 

Bearish  on  Bush 
md  Clinton 


ark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
ised  Hulbert  Financial  Digest.  His  newest 
lok  is  The  Hulbert  Guide  to  Financial 
ewsletters  (New  York  Institute  of  Finance). 


HE   INVESTMENT  LETTER    industry's 

olitical  and  economic  analysis  con- 
ins  both  good  and  bad  news  for  Bill 
linton.  The  good  news  is  that  most 
on't  think  he'd  do  a  much  worse  job 
managing  the  economy  than  has 
ieorge  Bush.  The  bad  news  is  that 
lost  also  think  Bush  has  been  a  disas- 
:r.  Either  way,  the  best-performing 
tters  are  bearish. 

The  consensus  view  among  invest- 
ment letters  is  that  the  market's  be- 
avior  this  year  and  next  will  have 
ctie  to  do  with  the  November  elec- 
on.  That's  a  dramatic  shift.  Up 
irough  the  1980s  investment  letters' 
linking  was  dominated  by  a  belief  in 
le  existence  ^of  the  "Presidential 
lection  Year  Cycle."  This  posited 
lat  the  stock  market  should  rise  in 
le  year  leading  up  to  the  elections — 

incumbents  pull  out  all  the  stops  to 
ct  reelected — and  decline  in  the  year 
lereafter  as  the  market  corrects  its 
^erheating. 

One  obvious  reason  the  Presiden- 
al  Election  Year  Cycle  is  in  disrepute: 

didn't  work  the  last  two  times 


around.  In  1984-85,  for  example,  the 
market  declined  when  it  should  have 
been  rallying  and  shot  upward  when  it 
should  have  been  correcting.  And  in 
1988  89  the  market  advanced  smardy 
both  in  the  year  prior  to  the  election 
and  the  year  after. 

But  if  these  two  missteps  were  the 
only  failings  of  the  Presidential  Elec- 
tion Year  Cycle,  then  the  advisory 
letter  editors  could  be  premature  in 
announcing  its  death.  However,  it 
turns  out  that  while  the  cycle  was  not 
a  complete  illusion,  it  was  not  really  all 
that  strong.  Martin  Zweig,  editor  of 
the  Zweigi  Forecast,  one  of  the  top- 
performing  letters  as  calculated  by  the 
Hulbert  Financial  Di£[est  monitoring 
service,  has  concluded  from  his  statis- 
tical review  that  the  overall  invest- 
ment effect  of  the  presidential  elec- 
tion "is  probably  a  neutral." 

Z\Veig  believes  it's  crucial  to  focus 
just  on  those  elections  that  have 
occurred  since  World  War  II,  since 
prior  to  that  the  government  was  less 
likely  to  engage  in  the  pump  priming 
that  is  crucial  to  the  functioning  of 
the  Election  Year  Cycle.  And  the 
market's  behavior  before  and  after 
the  11  elections  since  then  has  devi- 
ated only  slightly  from  the  norm.  On 
average  over  the  six  months  prior  to 
those  11  elections,  for  example,  the 
Dow  industrials  appreciated  at  a  pace 
only  0.7%  greater  than  in  all  other 
postwar  six-month  periods.  On  aver- 
age over  the  six  months  after  these 
11  elections,  according  to  Zweig, 
the  market  has  fared  only  1.2%  less 
than  normal. 

"In  other  words,"  Zweig  con- 
cludes, "I  can't  get  all  worked  up  over 
the  election  tendencies."  He  thinks 


it's  far  more  important  to  focus  on  his 
regular  stock  market  indicators.  And 
in  this  regard  he  says  that  his  "main 
concern  right  now  is  with  the  gross 
overvaluation  in  stocks."  Zweig  cur- 
rentiy  has  just  49%  of  his  model  port- 
folio invested  in  stocks. 

Dan  Sullivan,  editor  of  another  of 
the  letters  that  has  beaten  the  market 
since  1980,  has  reached  essentially  the 
same  conclusion  from  his  analysis  of 
election-year  patterns.  "Given  the 
fact  that  this  market  is  overvalued 
based  on  p/e  ratio,  book  value  and 
yield,"  Sullivan  writes,  "we  feel  that 
investors  should  tread  lightly,  with 
limited  exposure  as  we  move  toward 
the  election."  Sullivan's  model  port- 
folio— with  just  48%  in  stocks — is 
invested  at  virtually  the  same  level 
as  Zweig's. 

Even  though  the  Presidential  Elec- 
tion Year  Cycle  thus  doesn't  seem  to 
be  very  strong,  if  it  exists  at  all,  other 
election-year  patterns  do  seem  to 
hold.  According  to  Growth  Fund 
Guide  (edited  by  Walter  Rouleau),  for 
example,  a  correlation  does  exist  be- 
tween the  market's  action  in  the  year 
prior  to  the  election  and  the  incum- 
bent's chances  of  winning.  On  aver- 
age during  this  century,  when  the 
incumbent  has  won  reelection,  the 
market  has  been  up  10%  for  the  year 
through  the  end  of  October — in  con- 
trast to  a  1%  January-through- Octo- 
ber loss  during  years  in  which  he  has 
lost.  With  the  stock  market  currently 
hovering  at  more  or  less  a  break-even 
for  the  year-to-date,  this  analysis  can't 
be  good  news  for  Bush. 

Better  news  for  Bush  comes  from 
Richard  Russell,  who  as  editor  of  Dow 
Theory  Letters  has  been  writing  an 
investment  letter  for  longer  than  any 
other  current  advisory  letter  editor 
that  1  am  aware  of  He  says,  "I'll  vote 
for  George." 

But  not  much  better  news.  Russell 
is  very  pessimistic  about  tiiC  economy 
and  cynical  of  the  government's  at- 
tempts to  help.  He  says  he'll  vote  for 
Bush  simply  because  "I  know  what 
George  will  do — little  or  nothing. 
Therefore,  he's  the  fellow  who  will  do 
the  least  damage  to  America." 

No  matter  who  wins,  Russell  is 
bearish  on  the  market's  long  term — 
and  he's  the  adviser  who  correctiy 
called  both  the  1974  bottom  and 
the  1987  top.  ^ 
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While  the  major  stock  market  indexes  are  expensive, 
lots  of  small  and  unexciting  companies  are  cheap. 

Oppoi*tu]iities 
for  small 
investors 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 


A  SECURITY  .\NALYST  I  know  has  just 
resigned  from  one  of  the  biggest  bank 
trust  departments  in  the  countn'.  He 
was  fed  up.  His  bosses  were  ignoring 
his  recommendations  and  those  of  the 
other  securit)'  analysts.  They  pre- 
ferred the  stock  pickers'  equivalent  of 
a  Ouija  board.  Each  week  the  invest- 
ment committee  would  meet  for  rs\'o 
hours  and  make  buy/sell  decisions 
based  solely  upon  the  chart  patterns 
of  the  individual  stocks  held  by  the 
bank  for  its  clients.  This  is  a  bank  trust 
department,  mind  you. 

This  anecdote  is  evidence  of  an 
obvious  trend.  Chart  reading,  index- 
ing and  other  mindless  superstitions 
are  replacing  old -fashioned,  solid  se- 
curity' analysis  among  money  manag- 
ers. This  may  guarantee  poor  results 
for  many  investors,  but  it  opens  op- 
portunities for  patient,  individual  val- 
ue investors.  I  think  this  is  a  great  time 
for  do-it-yourself  investors. 

As  the  stock  market  continues  to 
stumble,  institutional  investors  now 
more  than  ever  are  interested  in  high- 
ly liquid  stocks  with  good-looking 
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chart  patterns.  Since  Wall  Street  secu- 
rity' analysts  are  compensated  based 
on  the  commission  volume  that  their 
recommendations  generate,  guess 
what  sort  of  stocks  these  analysts  rec- 
ommend: liquid  stocks  with  good- 
looking  chart  patterns.  The  inevitable 
result  is  that  many  stocks  represent 
great  value  but  are  illiquid  and  have 
ugly  charts.  While  the  major  stock 
market  indexes  certainly  are  expensive 
relative  to  book  value,  earnings  and 
dividends,  lots  of  small,  and  for  the 
moment,  unexciting  companies  have 
been  left  behind  or  dumped. 

Here  is  how  an  industrious  individ- 
ual investor  should  search  out  the 
more  valuable  thinly  traded  stocks, 
where  he  or  she  can  have  a  competi- 
tive edge. 

Most  big-cit)'  newspapers  or  local 
business  journals  publish  a  weekly  or 
monthly  statistical  section  entitled 
"Stocks  of  Regional  Interest"  or 
something  along  those  lines.  Make  a 
list  of  the  companies  you  know  some- 
thing about.  Ideally,  you  know  some- 
one who  works  at  the  company  who 
can  talk  openly  with  you. 

With  banks  no  longer  willing  to 
finance  leveraged  buyouts,  and  with 
Wall  Street  sponsorship  focused  on  a 
shrinking  number  of  companies,  the 
managements  of  neglected  compa- 
nies are  eager  to  talk,  and  their  level  of 
candor  seems  to  be  rising.  My  theory 
is  that  local  companies  are  more  likely 
to  tell  the  truth  to  local  people  whom 
they  perceive  as  neighbors. 

What  you  are  looking  for  is  a  no- 
nonsense  explanation  of  why  the 
stock  is  cheap  and  how  the  company 
can  do  better,  so  that  ultimately  the 


value  will  be  recognized  in  the  mar- 
ket. If  the  explanation  involves  some  I 
sort  of  pie-in-the-sky  project,  movej 
on  to  the  next  company. 

Cybertek  Corp.  is  a  local  Dallas  com-1 
pany  whose  stock  illustrates  a  few  of  I 
the  value,  risk/reward  ideas  that  I  am  ^ 
talking  about.  The  company  sells  and 
serx'ices  computer  software  for  the  life 
insurance  industr)'.  It  is  also  making  a  | 
big  push  at  outsourcing  data  process- 
ing for  life  insurance  companies.  After  | 
trading  as  high  as  15%  in  1991,  it  is 
now  quoted   6V2  bid,   VVa  offered. 
There  are  a  little  less  than  4  million 
shares  outstanding,  40%  of  which  are  | 
held  by  management  and  directors. 
The  stock  is,  therefore,  thin.  It  trades  | 
by  appointment. 

The  company  has  55.80  per  share  I 
in  net  liquid  assets  and  no  debt.  It 
generates  annual  revenues  of  about 
S28  million.  Here's  how  I  would  look ' 
at  the  balance  sheet  and  income  state- 
ment: Subtract  net  liquid  assets  per 
share  from  the  market  value  of  the 
stock  and  say  that  the  stock  market  is 
giving  "going-concern"  value  to  the 
company  of  about  SI. 20  per  share. 
Viewed  in  this  manner,  Cybertek 
looks  ven'  cheap,  relative  to  sales. 

In  the  year  ended  Mar.  31,  1992, 
the  company  earned  71  cents  per 
share.  But  in  the  quarter  ended  June 
31,1 992  it  earned  1 2  cents,  versus  24 
cents  a  year  ago.  That  is  why  the  stock 
is  down.  The  strategic  direction  that 
the  company  is  taking — more  focus 
on  predictable  outsourcing  busi- 
ness— makes  sense  and  could  produce, 
a  substantial  boost  to  earnings  per 
share.  The  risk,  of  course,  is  that  it 
won't  work.  If  it  doesn't,  the  balance 
sheet  would  seem  to  offer  solid  down- 
side protection. 

The  chief  executive  officer  and 
founder  of  the  company  is  63  years 
old.  My  sense  is  that  the  company  w  ill 
push  hard  for  a  while,  and  if  it  works, 
great.  But  if  it  doesn't,  the  company 
still  has  value  that  others  would  per 
haps  be  interested  in  acquiring. 

If  too  many  of  my  readers  tn,'  to  buyj 
this  stock,  it  will,  of  course,  soon  cease 
to  be  a  cheap  illiquid  stock.  But  thcrc^ 
are  plent)'  of  others.  As  you  compile 
your  list  of  local  values,  look  at  theg"' 
balance  sheets  and  look  at  the  peo- 
ple— the  sorts  of  things  that  do  not 
show  up  on  a  chart.  You  will  be  ahead 
of  the  game.  ^ 
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ambrands  is  a  growth  company  in  every  sense  of 
le  word,  but  it  is  priced  like  a  value  stock. 

SroTfth  at 
I  discount 


Y  R.S.  SALOMON  JR. 


b,  Salomon  Jr.  is  chairman  and  chief  executive 

Salomon  Brothers  Asset 

nagement  Inc.  and  portfolio  manager  of 

omon  Brothers  Capital  Fund  Inc. 

search  assistant;  Caroline  Davenport. 

IFLATION  IS  LOW  and  the  economy  is 
iggish.  What  is  the  ideal  investment 
this  environment?  A  company  with 
*ong  financial  underpinnings  that 
n  deliver  earnings  growth  regard- 
58  of  the  general  level  of  economic 
tivity  here  or  abroad.  Tambrands 
2)  gives  investors  all  of  these  fea- 
res,  with  one  additional  plus:  The 
xk  represents  particularly  good  val- 
;  at  the  current  level. 
Tambrands'  stock  price  is  down 
%  from  this  year's  high  because  of 
)or  second -quarter  earnings.  The 
mbination  of  an  inventory  problem 
the  U.S.  and  product  repackaging  in 
irope  depressed  results  in  the  latest 
riod,  touching  off  a  controversy 
nong  analysts  about  the  company's 
ospects.  We  believe  that  third-quar- 
earnings  w^  come  in  at  more 
)rmal  levels.  Thus  we  see  the  weak- 
;ss  in  the  price  as  an  opportunity. 
Tambrands'  management  has  set 
elf  an  earnings  growth  target  of  1 5% 
'er  the  next  few  years.  In  1991 
turn  on  equity  came  to  33.5%,  and 
turn  on  sales  was  12%.  To  put  these 
imbers  in  perspective,  return  on 
|uity  for  the  s&p  400  was  just  14% 
t  year;  return  on  sales  was  4%.  The 


company  has  no  long-term  debt  and 
currendy  generates  about  $60  million 
a  year  in  free  cash  flow.  Dividends 
have  been  raised  for  40  years  running, 
and  the  company  has  been  buying 
back  stock  for  some  time. 

The  Tambrands  story  is  best  told  in 
two  parts.  First,  the  basic  business, 
and  then  the  remarkable  ftindamental 
profile.  Tambrands  dominates  the 
domestic  tampon  market.  The  com- 
pany's products  accounted  for  60%  of 
tampon  unit  sales  in  the  U.S.  and 
Canada  last  year.  Considerable  re- 
sources are  devoted  to  education  as  an 
important  means  of  strengthening 
brand  loyalty  and  acceptance. 

The  strength  of  Tambrands'  con- 
sumer franchise  gives  the  company 
the  ability  to  raise  prices,  even  when 
the  overall  rate  of  inflation  is  low. 
Obviously,  pricing  flexibility  is  rela- 
tive: When  U.S.  inflation  was  running 
at  a  6%-to-7%  clip,  the  company  could 
boost  prices  at  a  rate  of  10%  to  15%. 
While  this  type  of  increase  is  no  longer 
feasible  in  a  climate  of  low  inflation, 
domestic  prices  are  still  up  by  3%  to 
5%.  One  common  way  to  do  this  is  by 
simply  reducing  the  number  of  tam- 
pons sold  in  a  box. 

Pricing  flexibility  is  critical  to  do- 
mestic profit  growth  because  unit 
sales  are  expected  to  increase  at  a  rate 
of  only  about  1%  annually.  The  sum  of 
unit  and  price  growth  amounts  to 
potential  increases  in  domestic  earn- 
ings of  4%  to  6%. 

International  markets  are  likely  to 
expand  more  rapidly:  Overall  unit 
growth  abroad  could  increase  by  3% 
to  4%.  With  price  increases  of  6%  to 
7%,  overseas  profits  could  be  up  by  9% 
to  11%.  The  company  is  going  after  a 
larger  share  of  foreign  markets  with  a 
combination  of  educational  programs 
and  new  products.  Tambrands  also 
has  operations  in  the  former  Soviet 


Union  and  China,  which  are  not  con- 
solidated in  its  financial  results  at 
this  time. 

Normally,  a  company  with  good 
growth  prospects  needs  all  of  the  cash 
that  it  generates — and  then  some.  In 
fact,  one  definition  of  a  growth  com- 
pany is  a  company  that  is  a  cash 
consumer.  Mature  companies,  by 
contrast,  operate  in  markets  with  little 
potential  for  expansion  and  often 
throw  off  more  cash  than  can  profit- 
ably be  reinvested  in  the  business. 

Tambrands  is  a  rare  hybrid,  com- 
bining elements  of  both  types  of  com- 
panies. It  is  a  growth  company  in 
every  sense  of  the  word — sales  are 
rising,  markets  are  expanding,  earn- 
ings are  strong  and  returns  are  high. 
On  top  of  this,  it  generates  more  cash 
than  it  needs  to  run  the  business. 

To  solve  the  happy  problem  of  too 
much  cash,  companies  can  either  di- 
versify or  pay  out  more  money  to 
shareholders.  Under  prior  manage- 
ment, Tambrands  devoted  a  lot  of 
effort  to  a  diversification  program 
that  achieved  mixed  results,  at  best.  A 
new  management  group,  in  place 
since  1989,  is  undoing  these  strate- 
gies, devoting  all  of  its  attention  to  the 
basic  product  line  and  using  excess 
cash  for  share  repurchases  and  in- 
creased dividend  payments. 

Tambrands'  shares  are  trading  at 
19.1  times  estimated  1992  earnings 
of  $3.15  per  share  and  at  16.7  times 
1993  earnings  estimates  of  $3.60. 
Based  on  forecasts  for  next  year,  the 
stock  is  selling  at  a  multiple  premium 
of  almost  10%  to  the  s&p  500.  Because 
of  its  unusually  strong  financial  posi- 
tion and  returns  that  are  consistentiy 
above  average,  the  stock  always  looks 
rich  in  comparison  to  the  market.  The 
current  valuation,  however,  is  below 
the  historical  range:  Over  the  past  five 
years,  the  premium  valuation  has 
moved  in  a  range  of  17%  to  60%. 

Tambrands  is  currendy  the  largest 
holding  in  the  Salomon  Brothers 
Capital  Fund.  In  my  view,  growth  of 
15%  is  a  minimum  objective  for  the 
company's  earnings.  Pricing  flexibili- 
ty, market  expansion  and  share  repur- 
chases could  well  boost  results  more 
than  this.  Patient  investors  willing  to 
look  beyond  the  current  earnings 
controversy  are  likely  to  be  rewarded 
with  a  total  return  approaching  20% 
on  their  investment.  ^M 
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MONEY  &  INVESTMENTS 


Here's  a  simple,  low-risk  way  for  investors  to 
speculate  on  the  dollar/yen  relationship. 

The  money 
bazaar 


BYANDREWJ.KRIEGEB 


of  KB  Currency  Advisors,  Inc., 

a  foreign  exchange  investment  management 

and  hedging/advisory  firni  based 

in  Englewood  Cliffs,  NJ. 


There  is  now  clearly  an  increased  risk 
of  a  major  financial  crisis  developing 
that  \\  ould  send  stock  and  bond  prices 
spiraling  lower,  as  international  inves- 
tors liquidate  their  holdings  and  move 
their  money  home  to  the  safet\-  of 
their  domestic  markets. 

Despite  tremendous  efforts  by  the 
central  banks  to  check  the  dollar's 
slide,  on  Friday,  Aug.  21,  the  U.S. 
currenc\-  unit  collapsed  to  new  post- 
World  War  II  lows.  As  the  dollar 
tumbled,  the  Dow  Jones  simulta- 
neously dropped  some  69  points, 
while  the  30-year  government  bond 
tumbled  iy2  points.  The  stock  and 
bond  markets  subsequenth'  recov- 
ered, but  it  had  been  made  clear  as 
ne\"er  before  how  sensitive  the  prices 
of  U.S.  assets  are  to  the  attitudes  and 
activities  of  foreign  investors. 

The  fLindamentals  are  clearly 
against  the  dollar.  Current  short-term 
money  market  instruments  yield 
9.75%  in  Germany,  only  3.25%  in  the 
U.S.  Therefore,  an  investor  pays  a 
hefty  6.50%  annual  interest  rate  pre- 
mium to  hold  money  in  dollars  in- 
stead of  deutsche  marks.  As  long  as 
anything  like  this  differential  exists, 
many  investors  will  prefer  to  earn  the 


extra  yield  by  purchasing  the  deutsche 
mark  and  investing  in  German  money 
market  instruments,  thus  overwhelm- 
ing the  efforts  of  the  central  banks  to 
prop  up  the  dollar. 

Matters  could  get  much  worse  if 
the  Japanese  begin  liquidating  dol- 
lar assets  on  a  large  scale.  During  the 
past  decade  Japanese  investors  ex- 
ported over  S600  billion  in  capital, 
reinvesting  the  savings  from  their 
massive  trade  surpluses.  Japan  is 
now  beset  with  a  deflationan'  col- 
lapse in  real  estate  and  in  its  stock 
market.  Japan's  main  economic 
hope  has  been  for  a  major  govern- 
ment fiscal  stimulus  to  act  as  a  jump 
start  for  the  economy,  but  there  is 
some  question  as  to  whether  the 
deflationar)'  pressures  will  continue 
to  accelerate.  \Vhile  the  recently  an- 
nounced fiscal  package  of  S87  bil- 
lion is  well  conceived,  it  may  prove 
paltr\-  w  hen  considered  in  light  of  an 
estimated  loss  of  SIO  trillion. 

Major  Japanese  investors  hold 
S270  billion  of  foreign  fixed-income 
securities  and  S30  billion  of  foreign 
equities.  The  possibility'  exists  that  a 
massi\e  repatriation  of  these  foreign 
assets  ma\-  be  necessan'  to  prop  up 
domestic  balance  sheets.  This  would 
send  shock  wa\es  through  the  global 
financial  system.  A  sudden  flood  of 
billions  of  dollars'  worth  of  securities 


K^ 


and    the    associated    currenc\'    sal( 
would  overwhelm  any  stabilizing 
forts  by  the  central  banks.  Meanwhik 
the  yen  would  rise  as  Japanese  sol 
foreign  holdings  and  converted  th 
proceeds  into  yen. 

It  may  not  happen.  Japanese  ma 
choose  to  leave  foreign  holdings  in 
tact  as  their  returns  surpass  return 
from  domestic  in\estments. 

Either  w  ay,  it  is  extremely  plausibl 
to  assume  that  sometime  in  the  nex 
six  months  the  ^en's  value  will  eithe 
( 1 )  weaken  sharply,  reflecting  the  tril 
lions  of  dollars  of  losses  and  the  \iil 
nerable  position  of  the  Bank  of  Japan 
or  (2)  surge  to  all-time  highs  in  th( 
e\ent  of  an  aggressive  Japanese  repa 
triation  of  dollar  assets 

This  dangerous  and  unpredictabli  ^ 
situation  presents  an  opportunity'  fo 
individual  investors.  It  involves  limit 
ed  downside  risk  and  unlimited  up 
side  potential.  You  can  take  advantag(  t 
of  it  through  currencN'  options  ob 
tainable  through  your  stockbroker. 

Given  the  potential  volatilit\'  (ii 
either  direction)  of  the  yen/dolla 
exchange  rate,  I  would  advise  th  ''-. 
purchase  of  (in  a  1:1  ratio)  Philade 
phia  Stock  Exchange  March  expira^  ' 
tion  74-yen  puts  for  a  cost  of  30  tickS 
and  March  87-yen  calls  for  a  cost  of  3i 
ticks.  This  strateg)',  otherwise  knowi 
as  a  strangle,  will  make  money  if 
significant   movement  in  the  yen/ 
dollar  exchange  rate  occurs  in  eithe 
direction. 

As  w  ith  other  investments,  it  is  no 
necessary'  for  option  owners  to  hol( 
their  positions  until  expiration:  If 
sufficiently  sharp  move  in  the  value  d 
yen/dollar  occurs  prior  to  maturity 
the  strangle  should  be  sold  and  th 
investor  should  take  his  profit.  WTia  - 
do  I  consider  sufficiently  sharp?  An  H 
gain  that  would  return  at  least  fou  U" 
times  the  original  premium  cost. 


c- 


■d 


A  stranglehold  on  the  yen 


Buy 

Maturity 

Yen  amount 
(millions) 

Cost  per 
yen 

Option 
cost 

Commission 

Total     ! 
cost 

74-yen  put 

3/13/93 

6.25 

$0.00003 

$187.50 

$10 

$197.50^ 

87-yen  call 

3/13/93 

6.25 

0.00003 

187.50 

10 

I97.5J 

m 

t 


Foreign  pressures  on  the  U.S.  dollar  offer  investors 
a  good,  limitednisk  opportunity. 
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1  the  vang;uard, 
xept  in  pay 

HD  NO  TEARS  for  John  (Jack)  Bogle, 
[,  chairman  of  the  Vanguard  mutual 
ids  group.  Dan  Wiener,  editor  of 
;  Brooklyn,  N.Y.-based  Vanguard 
^vw^r  newsletter,  reckons  Bogle  re- 
ved  $2.6  million  in  salary  and  re- 
:ment  benefits  in  1 99 1 ,  plus  a  share 
the  $8  million  in  bonuses  distribut- 
to  Vanguard's  2,700  employees. 
But  in  today's  boom  in  this  indus- 
,  that's  pretty  small  stuff.  Michael 
ice,  who  runs  the  Mutual  Series 
ids — like  Vanguard's,  these  funds 
;  no-load — was  paid  an  estimated 
5  million  or  more  last  year.  How- 
i  Stein,  chairman  of  Dreyfus  Corp. 
s  flinds  are  primarily  no-load),  got 
;t  $1.5  million  in  pay  in  1991,  but 
ce  1982  his  stock  in  Dreyfiis  has 
predated  tenfold,  to  $40  million. 
Bogle  can  never  cash  out  the  way 
Tie,  such  as  John  Templeton,  have, 
mpleton  is  expected  to  net  over 
00  million  from  the  recent  sale  of 
;  funds  group  to  Franklin  Re- 
jrces.  But  whereas  Templeton  and 
;  partners  owned  the  management 
mpany  that  ran  those  fiinds,  Van- 
ard  Group  is  collectively  owned  by 
millions  of  fiind  holders.  So  a  sale, 
wever  unlikely,  would  first  have  to 
approved  by  a  majority  of  the  fund 
Iders,  and  the  profits  then  distrib- 
;d  among  those  investors.  The  fact 
Vanguard's  fiind  holders  are  happy 
:  way  things  are;  profits  are  already 
ing  distributed  to  them  in  the  form 
lower  fees.    -Matthew  Schifrin 

mdon  calling 

JRRED  BY  THE  collapse  of  Robert 
ixwell's  empire,  U.S.  vulture  inves- 
•s — people  who  made  a  fortune 
er  the  last  two  years  playing  the 
bt  of  busted  American  compa- 
ss— are  now  sifting  through  the 
eckage  of  distressed  British  compa- 
ss. One  prominent  investor  who  has 
ned  the  fray  estimates  the  size  of 
:  U.K.'s  problem  securities  market 
$20  billion. 

But  should  you  be  interested,  just 
nember  that  if  investing  in  trou- 
Id  U.S.  companies  can  be  tricky, 
ing  the  transatlantic  plunge  may 
;sent  additional  pitfalls.  Disclosure 
financial  information  is  limited, 
d  the  debt  is  typically  backed  by  the 


British  pound  or  other  foreign  cur- 
rencies. Still,  that  hasn't  reduced  the 
market's  allure  to  such  big-time  insti- 
tutional investors  as  Fidelity  Invest- 
ments, Odyssey  Partners  and  Robert 
Bass'  Acadia  Partners.  These  three 
firms  were  recent  buyers  of  the  securi- 
ties of  WPP  Group,  which  owns  U.S. 
advertising  agencies  Ogilvy  &  Mather 
and  J.  Walter  Thompson. 

According  to  Peter  Lupoff,  head 
bank  debt  trader  at  M.J.  Whitman  & 


Co.,  more  than  $150  million  ofwpp's 
bank  debt  has  been  bought  up  by  U.S. 
investors.  Other  heavily  leveraged 
British  companies  whose  debt  is  being 
eyed  by  U.S.  investors  include  super- 
market operator  Isosceles,  a  1989  le- 
veraged buyout  engineered  by  Was- 
serstein  Perella  &  Co.  (Forbes,  Aug. 
31);  Polly  Peck,  which  is  selling  Del 
Monte  Foods;  and  Mountieigh,  a  real 
estate  concern.  -Riva  Atlas 

GUding  the  LiUy 

Down  24%  from  its  1992  high,  has  Eli 
Lilly  &  Co.,  at  a  recent  66  on  the 
NYSE,  overdiscounted  the  negatives.'' 
Analyst  Edward  Froelich  of  Jersey 
City- based  Pershing  &  Co.  thinks  so. 
Indianapolis -based  Lilly,  like  oth- 
ers in  its  field,  has  been  hammered 
down  by  the  prospect  of  a  crackdown 
by  the  government  and  others  on 
runaway  medical  costs.  It's  also  suf- 
fered from  bad  publicity  about  some 
of  its  products.  Examples:  the  alleged 
side  effects  of  the  antidepressant  Pro- 
zac; the  recall  of  an  implantable  defib- 
rillator made  by  its  cardio-pacemaker 
division.  If  that's  not  enough,  in  De- 
cember Lilly's  U.S.  patent  expires  on 
Ceclor,  an  antibiotic  whose  world- 
wide sales  are  running  above  $1  bil- 


lion— over  15%  of  Lilly's  estimated 
total  revenues  this  year. 

But  Froelich  thinks  the  bad  news 
has  been  exaggerated.  Prozac's  sales 
are  increasing.  He  also  notes  that  Lilly 
has  just  introduced  a  promising  anti- 
biotic, Lorabid,  in  the  U.S.  Other 
products  Froelich  is  high  on:  Axid,  for 
ulcers;  Dobutrex,  for  congestive  heart 
failure;  Humulin,  for  diabetes. 

Froelich  estimates  Lilly  will  earn  $5 
a  share  in  1992,  up  1 1%  from  last  year, 
and  gain  another  13%,  to  $5.65,  in 
1993.  If  he's  right,  the  stock  sells  for  a 
cheap  12  times  his  1993  estimate. 

From  this  level,  either  a  modest 
return  to  favor  by  the  drug  group  or 
better  than  expected  sales  by  some  of 
Lilly's  drugs  might  be  enough  to  kick 
the  stock  up  30%  or  so.  There  are 
292.5  million  shares. 

Something  bremng^ 

Mr.  Coffee  Inc.,  based  in  Bedford 
Heights,  Ohio,  is  the  leading  U.S. 
producer  of  automatic  drip  coffee - 
makers,  but  its  earnings  have  been 
terribly  erratic.  It  lost  money  from 
1987,  when  it  went  public,  through 
1989;  earned  $1.16  a  share  in  1990; 
then  stumbled  11  cents  a  share  into 
the  red  last  year.  The  o-t-c  stock  has 
traded  between  4  and  12  this  year  and 
last.  Recent  price:  6%. 

Last  year  Mr.  Coffee  was  squeezed 
by  big  customers  such  as  Wal-Mart 
and  Kmart,  which  have  demanded 
and  gotten  price  concessions  in  return 
for  their  huge  volume.  The  good 
news  from  the  $160  million  (sales) 
company  is  that  it  has  done  a  fine  job 
of  thinking  up  new  gadgets.  In  1989, 
for  instance,  it  introduced  a  popular 
iced  tea  pot.  More  recentiy  it  brought 
out  a  coffeemaker  that  can  also  grind 
the  coffee  beans  to  be  used.  To  come: 
a  water  pitcher  with  a  built-in  filter. 
Faddish  environmento-consumers 
may  just  go  for  it. 

Estimates  are  that  Mr.  Coffee's 
earnings  could  recover  to  40  cents  a 
share  this  year.  If  the  water  pitcher  is  a 
winner,  earnings  could  double  to  90 
cents  next  year.  If  not,  the  betting  is 
that  insiders,  who  own  around  36%  of 
the  8.2  million  shares,  may  shop  the 
company.  Its  attractions:  good  distri- 
bution and  a  well-known  brand 
name.  In  a  sale  of  the  company,  Mr. 
Coffee  may  fetch  $10  a  share.         ^M 
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BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely  vulnerable 
stocks  (rated  8  or 
9)-including  some 
very  famous  names 
-whicti  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance 
of  my  key  market  indicators  which 
helped  The  Zweig  Forecast  score 


608.7%  gains,  with  exceptionally  low 

risk,  for  the  12  years  since  Hulbert 

began  monitoring  advisory  services. 

(Past  results  do  not 

guarantee  future 

results.)  Call  today  for 

bonus  Performance 

Ratings  and  gift  book 

($20  retail)  with  your 

Zweig  Forecast  trial. 

Time  is  crucial. 

^XTRA  BONUS 

Three-Month  Trial  $55, 

One  Year  $265.  Visa/MC. 

1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


PRESENTATION  EQUIPMENT 


The  most  advanced  pen  sized 

Laser  Pointer  incredible  Low  Price 

INFINITER-        _-  Of^^P^C 


$72 

$6  00S&H 


Don't  Lose  Their  Attention!    55  oak  coun,  oanviiie.  ca  94526 

Bright  red  laser  dot  lets  your  audience  focus  on    Tei  5io-82o-i763  Fax  510-820-8738 

your  topic  and  lets  you  direct  the  presentation.  Ideal  for 

seminars,  classrooms  and  all  presentations 


CALL  800-854-6686 


VOICE  MAIL 


^LAST 


BUSINESS  OPPORTUNITIES 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Maoutacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 

GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


INCORPORATE  IN  ANY 
STATE  BY  PHONE 


VOICE  MAIL 
'>*   TELEMARKETING 
VtALL  PROCESSING 

Translorm  your  PC/XT/AT/386  inio  a  mulli-line  voice  pio- 
cessing  command  cenler  Inlelligenlly  process  yoo/ 
sales,  inquires,  and  messages.  Complete  package 

Multi-Line  Voce  Solulioni  $995 

SINGLE  LINE  (QiqmOuth)  S295 


FOR  SALES  OR  INFORMATION 

Call:  1-800-947-4884 

CALL    1510)  522-3800  •  f  AX    I5I0I  522-5556 

TALKING  TECHNOLOGY,  INC.     t, 

1125  AIIANIIC  AVE  •  ALAMtOA  CA  94501    /// 


$99 


plus 
state  fees 


Call  toll-free  today:  (800)  877-4Z24 
CORPORATE  AGENTS.  INC. 


INCORPORATE  IN  DELAWARE! 

Specialists  In  setting  up  Delaware 
C6rporatlons.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Call/Wrtte  tor  FREE  KIT: 
P.O.  Box  484-FB 
j^   ^  Wilmington,  DE  19899 

m    Jjtii  800-321-CORP-302-652-6532 


fnau^trc 
\%miry, 


Receive  Value  Line 
for  only  $65  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library— Value  Lines  most 
recent  Ratings  and  Reports  on  1 700  stocks  and  the  practical  guide  How  lo 
Invest  In  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 
each  week  for  10  weeks  for$6S:$55.  Available  only  once  every  two  years  to 

any  household.  SPECIAL  BONUS:  With  your  subscription  you  will  also 
receive  Barron's  DICTIONARY  OF  FINANCE  AND  INVESTMENT  TERMS, 
Third  Edition  (retail  price  $9.95)— 537  pages  filled  with  over  3.000  deflnltlonsi,; ., 
of  terms  from  stocks  and  bonds,  banking,  corporate  finance,  and  more — in 
accordance  with  Federal  income  taix  revisions.  Your  subscription  to  Value 
Line  may  be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money 
order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 


CaU  Toil-Free  1-800-833-0046 

(Ext.  2903-Dept.  21 6E28)  American  Express.  MasterCard  or  Visa. 

24  hours  a  day,  7  days  a  week.  30  day  Money-Back  Guarantee. 

Allow  4  weeks  for  delivery.  NY  residents  add  sales  tax. 

Foreign  rates  upon  request. 


The  Value  Line  Investment  Survey* 

711  3rd  Avenue 
NY.  NY  10017-4064 
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FORBES  MARKET/CLASSIFIED 

To  spotlight  your  specialty  product  or 

service  to  an  affluent  proven  responsive 

executive  audience: 

WRITE,  CALL  OR  FAX:  LINDA  LOREI 
FORBES  MARKET/CLASSIFIED 

60FifthAve.,N.Y.,  NY  10011 

(212)620-2440 
(212)  620-2472  (FAX) 


NYSE  FIRM  SEEKS 
SOPHISTICATED  INVESTORS 

IF  YOU  MAINTAIN  A 
MARGIN  DEBIT  IN  EXCESS 

OF  $100,000  IN  YOUR 

TRADING  ACCOUNT  AND 

ARE  PAYING  MORE  THAN 

5  CENTS  PER  SHARE 

***CALL  US*** 

FULL  SERVICE  NYSE  MEMBER 

ALL  ACCOUNTS  INSURED 

FOR  $2V2  MILL.  SUPERB 

EXECUTION  FACILITIES 

CALL  WALTER  MULLER 
1-800-628-4005 

STUART,  COLEMAN  &  CO.,  INC. 
MEMBERS,  NYSE-SIPC 


MISCELLANEOUS  FOR  SAl 


INVESTMENT  GEMSTONI|i.(j. 
GUARANTEED  LIQUIDITY|  '* 

We  buy  &  sell  Diamonds  and  all 
Gemslones  Free  wholesale  catalog  i 
l%7!  Member:  Jewelers  Board  of  T>» 
Chamber  of  Commerce  »  *^ 

HOUSE  OF  ONYX        Qn 
One  Main  Street  .. 

Greenville,  Kentucky  42345   '  *'"'' 
TOLL  FREE  1-800-626-8352  Jl^ 


SHARING 


IS  CARING 


FOR  INFORMATION 
WRITE  OR  CALL: 

LINDA  LOREN 

FORBES  MARKET/ 

CLASSIFIED 

GOFiithAve.N.Y.  NYIOOII 

(212)  620-2440 
FAX  (212)  620-247] 


EX)RBES  MARKET 


REAL  ESTATE 


COMPUTERS 


A  Quality  Farmland  Investment 

Westchester  Real  Estate,  Inc.  presents 
15,524  Acres  -  Cass  County,  Illinois 

■  One  of  the  largest  contiguous  farms  in  - 
the  Midwest                                                                    , 

•  IncKides  (jiiality  cropland  in  the  heart  of 
the  (x)mbelt 

■  Numerous  building  sites,  residences,  grain  and 
machinery  storage 

•  Extremely  attractive  return  potential 

For  more  infomiation,  contact  Westchester 
Real  Estate,  Inc. 

Farmland  Marketing  Specialists.  Nation  wide. 


@ 


Westchester 
Real  Estate^  Inc. 


2407  South  Neil/P.O.  Box  3009/Champaign,  Illinois  61826-3009 
Bus:  (217)  352-6000/Fax:  (217)  352-9048 
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DUCATIONAL  SERVICES 


MBA  Degrees 

gh  home  study  In  Marketing, 
igement,  Human  Resources, 
h  Care  Administration,  Inter- 
nal Business.  Save  time, 
and  money  for  AA  BBA  & 
Get  the  tacts  ana  see  for 
:elf.  Call  (800)  477-2254, 
lern  California  University,  202 
ion  Lane-#F,  Tustin  CA  92680 


REE  VIDEO 


CTERNAL  DEGREES 

3A/BS  MS/MBA  PhD/JD 

dit  for  work/  life  exp.  •  Accredited 
10)  759-0005  EXT  607  (24hr) 

La  Salle  University 

>l.  67  Mandeville,  LA  70470-4000 


OLLEGE  DEGREE 

lELORS  •  MASTERS  ''dOCTORATE 

For  Work,  Llle  and  Academic 

Eiperience  •  No  Clattrootn 

Attendance  Required 

1-800-423-3244 

FAX  (213)  471-6456 

or  send  detailed  resume 

lor  Free  Evaluation 

u:ific  Western  University 

lepulveda  Blvd .  Depl  185.  Los  Angeles.  CA  90049 
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pitalistlbol® 


MAIL  ORDER 


StairLFT^ 

Model  SC 

Ride,  Don't  Climb. 


Ride  up  or  down 
stairs  quickly 
and  easily  with 
StairLIFT  Model 
SC,  the  single- 
seat  lift  from 
Inclinator  Co. 
of  America.  For 
more  informa- 


tion, write  today 

INCLINATOR 


COMPANY     OFjfc, 

Dept.  7  \f 

P.O.  Box  1557  V 

Harrlsburg,  PA  17105-1557 


AMERICA 


HUNTING  LODGES 


SILVER  LAKE  FARMS 

&  PRESERVE 

Ttie  Ultimate  Hunt  Experience 


•  Canada  Geese 

•  Puddle  Ducks 


*  Snow  Geese 
'  Upland  Game 

Migratory,  Native  &  Released  Wildfowl  Shooting 
-  Guides  &  Gun  Dogs  -  Comfortable  Lodge  - 
Overnight  Accommodations. Call  or  wnte  for 
^^  jj^      your  Free  1 6-page  Brochure 

Vy/  (609)  935-8424 

142  Silver  Lake  Rd.  Salem  NJ  08079 


iTTTTiTIYT 


BUY  FOR  JUST  CENTS 
ON  THE  DOLLAR! 


Why  even  consider  a  clone  when  you  can  own  a  1 00% 
IBM  PS/2  Model  50Z  for  just  20c  ON  THE  DOLLAR!'  Don't 
pay  more  wften  tills  system  does  It  all!  Spreadstieets,  Word 
Processing,  Database  Management,  Desktop  Publishing, 
Accounting,  Networking,  Games  and  Morel  Compare  features, 
performance,  quality  and  price  anywhere  f^ 
andyouwlilcail1-800-438-C0MB!       '    ' 


Genuine  IBM  quality! 
•  12"  IBM  VGA  .28  pitch  Color  Monltorl 

t  MB  RAM  &  30  IVIB  Hard  Drive! 
80286  Microprocessor  at  10  MHz 
3  1/2"  1.44  MB  Floppy  Drive! 
101  Key  Enlianced  Keyboard! 
•  3  Expansion  Slots! 

Serial,  Parallel  and  VGA  Ports! 
•  MS-DOS  5.0  Already  Loaded! 
•  Factory  renewed  BY  IBM! 
•  Includes  Umited 


$3645.00 

6981 


'monthly  payments 


COiMB 


1-800-438-COMB 


AUTHORIZED  LIQUIDATORS  "       -^ -^ -^  -■^■^       '^ '^  >  >  >  ^  i.'     jl^. 

COMB  CORP.,  720  Anderson  Ave.  (1-800-438-2662)      tfmr-  Segment  #4073698 

bt.  ClOUO,  MN  56395 
'C.O.M.B.'s  Payment  Plan  includes  Shipping  and  Handling.  Add  6.5%  sales  tax  for  MN  delivery  Payment  Plan  available 
for  credit  card  purchases  over  S40  only  All  merchandise  backed  by  C.O.M.B.'s  30  Day  Satisfaction  Guarantee. 


EXECUTIVE  GIFTS 


StL  Behold 


One  has  been  eaten  by  an  elephant- 
three  times;  others  have  sailed  in  Amer- 
ca's  Cup,  and  gone  to  war  with  the  Canadians  in  the 
Gulf.  Acknowledged  the  world's  best  outdoor 
hat,  the  Tilley'  floats,  ties  on,  repels  rain, 

won't  shrink  AND  LASTS. 

Natural-coloured,  strong,  soft,  USA-treated, 
cotton  duck  blocks  UVA  &  B  radiation.  British 
brass  hardware.  Sewn  with  care  in  Canada.  Four- 
page  Owner's  Manual.  Every  size.  $45;  $3  s/h. 

Free  but  priceless  64-page  catalogue  of  the 
world's  best  travel  and  adventure  clothing. 
(Sir  Edmund  Hillary:  "I  wear  it;  it's  jolly  good 
stuff")   Refund?   Anytime. 

HOn^  EnduraUes  1-800-338-2797 

3525  Seneca  St.,  West  Seneca,  NY  14224 


unipe  stnres  in  loronlo  UancoBver.  Monlpem 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished     •  Full  colors 

•  100%  U.S.A.-made 
We'll  custom-make  any  emblem  for  you! 
Delivery:  14  business  days.  Worldwide. 
TME  Co.,  Inc.  101  Bel  Air  Drive 
NewMilford,  CT  06776,  U.S.A. 
(800)  535-52SS  •  Fax  (203)  354-2786 


EXECUTIVE  GIFTS 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
reUeve  back  pain, 

•Fonvard-tilt 

feature 
•Adjustable 

neck  rest 
•Built-in  adjustable 

lumbar  support 

To  fit  individuals  from  5'2"  up  to  6'6". 


BackSaver  CaU  1-800-251-2225 

Li\  24  hrs.  l-,S(lll44,V')6()') 

5.^  (tflrc\  .\\t..  F.\IE,  HoUiston,  M\  01746 


•  16"  to  72"  models  ore  bond- 
crofted  from  solid  mohogony  with 
hondpointed  morkings  ond  detoils 

•  Over  160  models  m  stock 

•  Priced  from  $99,50 

•  Sotisfoclion  guoranteed 

Call  1-800-950-9944 


IPaVCIIPIIC 


WOllfi'S  HADING  MAXEK 

OfRNE 

MtOSCUinUKS 

l425SNc»*79iliSirMi 
StottvJole  AiipoiV,  »2  85260 
1602199118(1   — _.    ^ 


GRAND  CHOCOLATE 

PIZZA  TM 

Corporate  Gift  Giving 
At  its  Best  from  Beverly  Hills 

Next  Day  Gilt-Wrapped  Delivery  Available. 
Call  For  FREE  BROCHURE. 

(800)475-R.S.V.P. 


A/-^ 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.    Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


S>^^3^f-<'- 
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All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated] 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager,  4LA6 
Box  149,  Fort  Garland,  CO 
81 133,  orcaU  1-800  FORBES- 5.! 
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ihe  more  things  change . . ." 
19  years  ago  in  Forbes 

koM  THE  ISSUE  OF  Sept.  30, 1922) 
[jnemployment  has  largely  disap- 
ared,  and  the  scarcity  of  unskilled 
)rkers  repeatedly  foretold  in  this 
blication  is  beginning  to  be  felt 
jtely  here  and  there,  particularly  in 
Its  of  the  country  remote  from  large 
ies." 


L922  the  General  Motors  Building  in 
troit  was  the  world's  largest. 


bday  we  are  constantly  warned 
It  the  world  is  within  sight  of  the 
laustion  of  its  coal  supplies  and  that 
pil  resources  will  peter  out  in  a  few 
irs.  But  'white  coal,'  produced 
m  water  power,  is  already  rapidly 
ing  the  place  of  coal,  and  we  can 
/e  faith  that  man  will  adapt  himself 
the  exhaustion  of  oil  supplies  if 
:h  exhaustion  comes." 

years  ago 

.OM  THE  ISSUE  OF  Oct.  1, 1932) 
Then    financial    recovery    devel- 
;d  extraordinary  vigor  during  July, 
gust  and  early  September,  the  re- 


■JlBui'lllfll  Inl^^^^^l 


A  switch  engine  corralling  boxcars  to  make  up  a  train. 


in  D.  Rockefeller  Jr.  at  a  1932 
:kefeller  Center  cornerstone  laying. 


election  of  President  Hoover  was  re- 
garded as  probable.  Maine  over- 
turned that  view.  At  this  writing  all 
but  the  most  rock-ribbed  Republi- 
cans in  the  realm  of  finance  confess 
the  wind  apparendy  is  blowing  strong- 
ly in  the  Democratic  direction." 

"If  I  am  in  any  way  interesting  to  the 
public  it  is  because  of  one  of  two 
things:  Either  because  father  has  giv- 
en me  such  extraordinary  opportuni- 
ties and  put  such  great  confidence  in 
me  by  turning  over  so  much  of  his 
property  to  make  possible  many  large 
gifts;  or  it  is  because  it  is  always  a 
surprise  when  a  rich  man's  son 
doesn't  make  a  fool  of  himself." 

-John  D.  Rockefeller  Jr. 

50  years  ago 

(From  THE  ISSUE  OF  Oct.  1, 1942) 
"Holding  of  money  is  assuming 
alarming  dimensions.  .  .  .  Since  the 
end  of  1939,  which  was  several 
months  after  war  broke  out  in  Eu- 
rope, money  in  circulation  here  has 
skyrocketed  from  less  than  $7  biUion 
to  well  over  $13  billion." 

"The  wheels  are  greased  to  go  in 

November  on  nationwide  gasoline 
curtailment.  Rationing  of  passenger 
cars  for  the  balance  of  1942  is  due  to 
use  the  same  coupon  system  and  same 
quotas  as  now  apply  in  the  17  Eastern 
states.  Reduction  of  basic  ration  of 
four  gallons  weekly  to  three  gallons  is 
probable  before  winter  is  over." 

25  years  ago 

(From  the  issue  of  Oct.  1 ,  1967) 
"What's  the  most  popular  paid-at- 
tendance sport  in  the  U.S..>  Baseball." 


Football.''  Guess  again.  Horse  racing, 
where  the  money  is.  According  to 
Chicago's  Athletic  Institute,  over  68 
million  Americans  watched  horse 
races  in  1966,  followed  by  auto  rac- 
ing, with  more  than  39  million  specta- 
tors, then  baseball  (35  million),  foot- 
ball (34.5  million),  and  basketball 
(nearly  20  million)." 

"Last  month  on  the  day  after  Labor 
Day,  Lockheed  Chairman  Daniel  J. 
Haughton  emerged  from  a  six-hour 
board  meeting  ...  to  announce  that 
Lockheed  would  begin  soliciting  firm 
airline  orders  for  a  luxurious  new 
medium-range  subsonic,  227-to- 
3 00 -passenger  junior  jumbo  jet  called 
theL-1011." 

10  years  ago 

(From  the  issue  of  Sept.  27, 1982) 
"Recessions  are  amazing  corrective 
mechanisms  for  weeding  out  the  re- 
dundant, the  inefficient,  the  weak 
links  of  an  economy.  The  boxcar — 
standard  equipment  as  old  as  railroad- 
ing itself — is  a  case  in  point.  Hurried 
on  by  the  economy,  this  inefficient 
piece  of  rolling  stock  is  fast  approach- 
ing [its]  end.  .  .  .  Only  about  14.5%  of 
all  rail  freight  now  moves  in  boxcars, 
versus  almost  twice  that  in  1970." 

"Where  does  the  tax  dollar  go?  So- 
cial Security  payments  take  the  big- 
gest single  bite — 15.6  cents,  accord- 
ing to  a  report  by  the  Washington, 
D.C.- based  Tax  Foundation.  Using 
1980  federal,  state  and  local  govern- 
ment spending  figures,  the  report 
ranks  education  a  close  second  with 
15  cents,  national  defense  third  with 
14.2  cents."  H 
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Has  your  work  become  very 
easy?  Do  you  find  you 
can  do  it  with  little 
effort?  Has  it  ceased  to 
impose  any  strain  or 
fatigue  upon  you  ?  Do  you 
no  longer  feel  loss  of 
vitality  after  a  lon^f 
spell  of  it?  Can  you  now 
do  it  "as  easy  as  water 
rolls  off  a  duck's  back''? 
If  so,  look  out!  Do  some 
stock-taking.  Examine 
your  output.  .  .  .  Work 
done  with  little  effort  is 
likely  to  yield  little 
result.  Every  job  can  be 
done  excellently  or 
indifferently.  Excellence 
necessitates  effort — hard, 
sustained,  concentrated 
effort. 

-B.C.  Forbes 


A  Text ... 

When  I  consider  thy 
heavens,  the  work 
of  thy  fingers, 
the  moon  and  the  stars, 
which  thou  hast  ordained; 
what  is  man,  that  thou 
art  mindful  of  him?  and 
the  son  of  man,  that  thou 
visitest  him? 
-Psalms  8:3-4 


October  is  the  fallen  leaf, 
but  it  is  also  a  wider 
horizon  more  clearly  seen. 
It  is  the  distant  hills 
once  more  in  sight,  and  the 
enduring  constellations 
above  them  once  again. 
-Hal  Borland 

In  any  assembly  the  simplest 
way  to  stop  the  transacting 
of  business  and  split  the 
ranks  is  to  appeal  to 
a  principle. 
-Jacques  Barzun 

A  kiss  can  be  a  comma, 
a  question  mark  or  an 
exclamation  point.  That's 
basic  spelling  that  every 
woman  ought  to  know. 

-MiSTINGUETTE 

There  is  only  one  proper 
way  to  wear  a  beautiful 
dress:  to  forget  you 
are  wearing  it. 
-Mme.  De  Giradin 


Sent  in  by  Howard  C.  Mann, 
Oklahoma  City,  Okla.  What's 
your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to 
senders  of  texts  used. 


The  creative  person  is  both 
more  primitive  and  more 
cultivated,  more  destructive 
and  more  constructive,  a 
lot  madder  and  a  lot  saner, 
than  the  average  person. 
-Dr.  Frank  Barron 

It's  a  terribly  hard  job 
to  spend  a  billion  dollars 
and  get  your  money's  worth. 
-George  Humphrey 

On  the  whole,  I  haven't 
found  men  unduly  loath  to 
say,  "I  love  you."  The 
real  trick  is  to  get  them 
to  say,  "Will  you  marry  me.>" 
-Ilka  Chase 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  tO:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


I  despise  all  adjectives 
that  try  to  describe  people 
as  liberal  or  conservative, 
rightist  or  leftist,  as 
long  as  they  stay  in  the 
useftil  part  of  the  road. 
-DvviGHT  D.  Eisenhower 

You  can  change  your  faith 
without  changing  gods, 
and  vice  versa. 
-St.anlsiaus  Leg 

We  sit  at  breakfast,  we 
sit  on  the  train  on  the 
way  to  work,  we  sit  at  work, 
we  sit  at  lunch,  we  sit  all 
afternoon,  a  hodgepodge 
of  sagging  livers,  sinking 
gall  bladders,  drooping 
stomachs,  compressed 
intestines,  and  squashed 
pelvic  organs. 
-Dr.  John  Bution  Jr. 

Don't  marr)'  a  man  to 
reform  him — that's  what 
reform  schools  are  for. 

-Mae  West 

The  pace  of  events  is  moving 

so  fast  that  unless 

we  can  find  some  way  to 

keep  our  sights  on  tomorrow, 

we  cannot  expect  to  be  in 

touch  with  today. 

-Dean  Rusk 

You  can  no  more  win  a  war  than 
you  can  win  an  earthquake. 
-Jeanneite  Rankin 

If  you  want  to  discover 
your  true  opinion  of 
anybody,  observe  the 
impression  made  on  you 
by  the  first  sight  of 
a  letter  from  him. 
-Sghopenhauer 

When  I  play  with  my  cat, 
who  knows  but  that  she 
regards  me  more  as  a 
plaything  than  I  do  her? 
-Montaigne 
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CORUM*  Gold  Coin  Watch.  An  authentic 

$20  American  gold  piece  halved. 

The  movement  is  cushioned  betu/een  the 

halves  and  encased  in  18  karat  gold. 

Sv^/iss  crafted.  Water-resistant. 


AVAILABLE  AT: 

CA:  Bev«lv  Hills,  PRINCESS  JEWELS 

L.»  Annoks.  FELDMAR  WATCH 

S,.n  Fr.im.Mo;  MOZAFFARIAN  •  R.  M[,.mi.  MORAY'S 

r^m  B<-..cl>.  TOURNEAU  •  III  Honolulu.  ROYAL 

HAWAIIAN  GEMS*  IL:  Chic.iKo;  SMART  JEWELERS 

MO  St  L.HiiM  HAMILTON  JEWELERS 

NJ  lV.ll.  GOLD  TINKER  •  M.ll>.irn,  S.  MARSH  &  SONS 

W<m«.«kI.  LAVIANO  &  SONS  •  NY OJ.irhuni, 

MARVIN  &  SONS  •  Ni»  Vorlc  City  TOURNEAU 

TX  n.ill,i>,  BACHENDORFS 

NEIMAN  MARCUS.  All  I.H;.iii.m» 
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Ten 

Perfectly 

Rational 

Reasons 

For  Wearing 

The 

Costliest 

Fragrance 

In  The 

World. 


1 .  "joy  turns  jeans  and  a  t-shirt  into 
haute  couture." 

2.  "a  single  whiff  of  joy  turns  a  rich  man  into  a 
generous  man." 

3.  "WearingUOY  perfume  in  baccarat  crystal 
at  the  expense  of  my  ex-husband  is  amazingly 
pleasant  and  wicked!" 

4.  "joy  adds  length  to  my  legs,  wit  to  my 
conversation  and  a  better  accent  to  my  french." 

5.  "My  76  YEAR  OLD  Grandmother  wears  JOY,  and 

SHE'S  LIVING  with  HER  28  YEAR  OLD  FENCING 
INSTRUCTOR." 

6.  "JOY  IS  THAT  RARE  BOUQUET  OF  10,400  JASMINE 

FLOWERS  AND  28  DOZEN  ROSES  THAT  NEVER  NEEDS 
WATERING  AND  NEVER  DIES." 

7.  "A  DAB  OF  JOY  ON  MY  CHECK  WRITING  WRIST  HELPS 

THE  ZEROS  FLOW  WITH  EASE." 

8.  "A  SPLASH  OF  JOY  BEFORE  COFFEE  AND  CORNFLAKES 

PUTS  THE  GLAMOUR  BACK  INTO  BREAKFAST." 

9.  "JOY  BODY  CREAM  MAKES  ME  FEEL  LIKE  A  MILLION 

WITHOUT  SPENDING  A  MINT." 

10.  "I  WEAR  DIAMONDS  BEFORE  FIVE,  BLACK  BEFORE 

DARK  AND  JOY  EAU  DE  TOILETTE  BEFORE  EVERYTHING." 


The  most  precious  flowers  on  earth  are  just  a 
few  of  the  things  that  make  JOY  the 
costliest  fragrance  in  the  world. 
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Italian  Spontaneity.  The  Quality  of  Life. 


a 


The  medium-bodied  red  wine  with  the  bruschetta  is  a  Rossese  di  Dolceacqua  from  Liguria.  We  could  have  chosen 
a  Valpolicella  from  the  Veneto  or  a  light-bodied  Sangiovese  di  Romagna  from  Emilia-Romagna.  The  20  regions  of 
Italy  produce  more  varieties  of  fine  wine  than  any  other  country  And  they  go  with  any  foods  in  America. 

VINO 
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Italian  Wines.  The  Quality  of  Life. 

1 1992        /9r    ITALIAN  INSTITUTE  FOR  FOREIGN  TRADE/ICE,  ITALIAN  TRADE  COMMISSION,  WINE  CENTER   499  PARK  AVENUE.  NEW  YORK,  NY  10022 


FEATURES 


Perotic  Art 


And  we  're  not  kidding. 
Page  54 

Muscle  Machine 


Driven  hy  Mr.  Pamelli  Jones. 
Page  56 

Secrets  Of  The 
Auction  Houses 


Page  60 


Page  74 


MG  Is  Back 


Page  96 


In  The  Botswana  Boosh 


On  one  of  the  last  real  safaris. 
Page  68 

Lecture  Fees  Of  The 
Rich  And  Famous 


Heli-fishiuQ  In 


'?a 


New  Zealand 

Page  98 


$20,000  for  40  minutes  of  Gerald 

Ford?  Puh-leeze! 

Page  74 


Page  98 


CONTRIBUTORS 

Robert  Forbes 

Chrisiopher  Bi  ckley 

Dt  NCAN  Christy 

Mark  Grisc;hke 

Neai.  Santelmann 

Allison  Moir 

Geoeerev  Norman 

G.  Gordon  Liddv 

Peter  Occhiocjrosso 

Alexwder  Isi.ev  Design 

Ellen  Dweck 
Evelyn  Much  ell 

John  Romeo 

James  Cianelli 

Edward  B.  Morgan 

Robert  E.  Craweord 

Copyright  ©  1992  Forbes  Inc.  All  rights  reser\ed. 


Baby  You  Can 
Park  My  Car 

Piques  and  valets  in  Los  Angeles 
Page  84 

Blue  Chip  Opera 

A  complete  portfolio. 
Page  91 


Bow  Geste 


A  quiver  runs  through  it. 
Page  106 

The  Cultural 
History  Of  Gin 

Page  1 10 

All  Of  The  Best 

And  None  Of  The 

Worst  Of  Napa 

Page  114 

The  Great  Grouse  Race 


Page   130 


Page  146 


The  rn  Selection: 

The  Cream  Of 

The  Mail-Order 

Catalogues 


Puff  the  Magic  Dragon . .  .for  sale. 
Page  170 


Mergers  &  Acquisitions 

And  how  to  dress  for  them. 
Page  134 

The  Big  Ice  Cube 

An  Antarctic  floe  chart. 
Page  146 

Big  Bidness 

Toys  for  big  girls  and  boys. 
Page  154 

Air  Fare 


The  FedEx  gourmet. 
Page  166 


Classics,  Illustrated 

A  vote  for  k\\  The  King's  Men. 
Page  176 


LSO 

New  Kid  On  The  Range 


FYI  strikes  oil. 
Page  47 


DEPARTMENTS 


COYOTE  JACK 


The  'Vironmentalists'  Ball. 
Pages 

TOURING  PRO 

•     •     •     •     • 

Page  15 
DR.  GIZMO 


FYFs  gadgetologist. 
Page  22 

I  SPA 


Miami  Nice. 
Page  26 

10%  SOLUTIONS 

•     •     •     •     • 

Page  32 


THE  GOLF  BAG 


Bogeys:  the  bad  and  the  beautiful. 
Page  38 

GRAPE  JUICE 


Real  wine  for  real  people. 
Page  42 

GILT  TRIP 

Pa  J  50 

EXCESSORIES 


Flasking  for  it. 
Page  160 

THE  INSATIABLE  SHOPPER 


Windfall  in  the  Windy  City. 
Page  162 


hVI  thanks  First  Publishing  Inc.  and  Berkley  Publishing  Group. 

publisher  of  C;iassics  Illustrated  comic  books  for  letting  us  use  their 

n:ime.  in  slightly  altered  form. 


ft:a^% 


;^''^a0^ 


*mK"1 


y^fh, 


^7/ 


.^ 


L 


•^#- 


fe^ 


^'.-'' 


,.*.*^'*' 


>.*}** 


eke  r's ' 


vou     call      1-800-Dock 


Dear  FYI, 

Montana's  worst  problem  is 
leaky  borders.  We  got  more 
actors  own  summer  ranches  here 
than  the  Army  has  fools.  Oughta 
start  callin'  'em  the  Beverly 
Mountains.  And  we  just  had 
some  feller  owns  North  Carolina 
move  here,  bought  one  a  the  big 
ranches.  And  of  course  he's  mar- 
ried to  this  here  actress,  Loupe' 
Garoo,  who  is  crusadin'  for  all 
life  not  human. 

Well,  Fred  &  Loupe'  decided 
to  throw  this  exclusive  costume 
ball,  and  invite  some  of  the  locals 
as  was  known  to  bathe,  and  feel- 
ing safe  I  was  sitting  in  the  Mint 
Saloon  of  the  evening  before 
when  Reback  comes  in  and  gets 
himself  some  Wally  Water  and 
comes  on  over  under  our  moose- 
head  and  sits  down  and  waves 
two  invitations  at  me. 

"Whose  mailbox  you  steal 
those  out  of.^"  I  says.  He  ignores 
me  while  he  hands  me  mine. 

"I  thought  Ld  go  as  the  Duke 


Coyote  Jack 


OUTDOORS  GUIDE 


The 

'Vironinentalists' 

Ball 


of  Windsor,"  says  Reback. 

"He  ain't  endangered,"  I  says, 
"he's  just  dead.  Yer  supposed  to  go 
as  an  endangered  species.  I'm 
going  as  a  liberal,  wearin'  a  tweed 
jacket  and  actin'  flabby."  Reback 
settled  on  wrapping  himself  in 
green  garbage  bags  to  imitate 
Giant  Kelp.  We  drank  to  all  that. 

Next  night  we  mosey  over  in 
Rolling  'I'hunder,  'n'  have  our 
invites  checked  at  the  gate  by  out-of- 
work  storm  troopers.  There  is  this 
white  rhinoceros  on  a  thick  chain 
bolted  into  a  40-ton  boulder's  got 
"Horace"  chiselled  into  it.  Various 
kangaroo,  kudus,  cassowaries,  frittil- 
laries  and  monstor  lizards  are  hop- 
ping, slithering  and  spitting. 

"Cilecp,"  says  Reback.  "How 
damn  drunk  am  I.^" 


We  wander  on  to  the  ranch 
house,  which  turns  out  to  be  an 
80-room  log-and-ventricles  place 
hard  by  a  lake  weren't  there  last 
week  in  which  reposes  a  yacht. 
One  about  the  size  of  the  Star- 
ship  Enterprise. 

We  park  and  Reback  falls  out  of 
the  truck,  all  tangled  in  his  garbage 
bags,  and  we  mosey  on  over  to  the 
pavilions  and  past  table  after  tabic 
of  horse  doovers  all  made  outa  veg- 
tables  and  tofu  and  other  inedi- 
bles.  Reback  kelpishly  asked  the 
feller  behind  the  table  if  he  had  a 
nice  slab  of  whale. 

There  was  this  ripple  of  hand- 
clapping  from  our  left,  and  we 
looked  on  over  and  there  were 
our  host  and  hostess  mounting 
the  stairs  of  a  prostadium,  with 
his  and  hers  pulpits. 

"Oh  Gawd!"  hisses  Reback, 
"It's  her!  Veet  Cong  Loupe'." 

Loupe'  had  traveled  to  North 
Veetnam  during  the  late  War, 
which  she  has  not  been  allowed 
to  forget. 

The  kelp  besides  me  was  hav- 
ing some  sort  of  seizure.  I  bent 
down  to  the  foaming  lips. 

"We'd  planned  the  operation 
for  months,"  he  whispered,  "and 
the  very  day  we  was  to  strike  she 
decides  to  visit  the  Foo  Yoo 
Shrine  and  she  sits  on  the  gold 
emerald-crusted  Buddha  AND 
MARKS  A  GODDAMN  SPEECH 
FOR  FOUR  HOURS." 

"What  were  you  doing  in  the  Foo 
Yoo  Shrine  anyway.''"  I  says.  "You 
and  your  fellow  commandoes.^" 

"We  was  going  to  steal  the  Bud- 
dha, you  idiot,"  snapped  the  kelp. 
"And  now  I  likely  got  to  listen  to  her 
for  another  four  hours." 

Well,  Fred  talked  for  three 
weeks  and  she  talked  for  two,  and 
me  and  the  kelp  was  very  thirsty  at 
the  end  of  all  this,  and  we  made 
our  way  through  a  mob  of  seals,  sea 
turtles,  eagles,  giant  anteaters,  and 
Ciolden-crested  Vincmunchers  to  a 
dark  corner  where  I  could  politely 
fish  one  or  another  bottle  of  WalK 
Water  out  of  my  tweetlbag. 

bred  &  Loupe'  was  tlown  among 
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Fred  &  Loupe'  was  down  among  the  peasants  now,  shaking  this  claw 
and  that  flipper,  asking  how  long  it  took  to  glue  all  them  feathers  on. 


the  peasants  now,  shaking  this  claw 
and  that  flipper,  asking  how  long  it 
took  to  glue  all  them  feathers  on, 
and  I  looked  over  near  where  I'd 
parked  Rolling  Thunder. 

"My,  my,"  I  says,  "looks  like  a 
couple  of  people  came  as  a  White 
Rhino.  Great  costume." 

Me  and  the  kelp 
look  over  at  this  here 
costume.  We  note  that 
its  sides  do  not  flap  in 
the  wind.  Further  it  is 
realistically  eating  a 
bale  of  hay.  Further,  it 
belches. 

Suddenly  the  rhino 
gets  a  whiff  of  the 
crowd.  It  paws  the 
earth  a  little. 

"  O  M  I  G  O  D  !  " 
screams  Loupe'. 

"Horace  is  out!" 

Horace  charges,  trail- 
ing the  busted  anchor- 


chain.  Rhinos  can't  see  too  good, 
so  Horace  homes  in  on  the  spot 
from  where  Loupe'  screamed, 
and  all  the  assorted  Endangered 
Species  present  flew  this  way 
and  that. 

My  Liberal  costume  wasn't  all 


that  confining,  and  I 
lifted  'em  up  and 
laid  'em  down  till  I 
could  take  a  dive 
into  the  lake  and  do 
a  fast  crawl  out  to  the 
yacht.  I  dripped  up 
the  gangway  and 
hung  on  the  rail, 
looking  back. 

Horace  was  chas- 
ing the  Giant  Kelp, 
who  no  doubt 
looked  like  a  snack. 
The  Kelp  scram- 
bled into  a  culvert. 
Horace  was  drag- 
ging a  pavilion 
along  and  it  slowed 
him  down  some. 

Fred  and  Loupe' 
took  refuge  in  an 
observation  tower, 
and     Horace     has 
been   observin'   it 
real      close      ever 
since.  So  I  used  the 
fax  on  the  yacht  to 
send  you  this.  I  got 
to   go   repel   some 
boarders,    one    of 
'em    is   all    in    tat- 
tered green  plastic,  claims  he's  a 
friend  of  mine.  SB 
Yours, 
Coyote  Jack 


Coyote  Jack    writes  novels  and 
such  under  the  name  "Peter  Bowen. " 


Horace  was  chasing  the  Giant  Kelp,  who  no  doubt  looked  like  a  snack. 
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The  Next  Time  You  Thnk  ThaI 
Everything,  Run  Out  And  Bu^ 


A 


s  a  kid,  you  were  blessed  with  the  inalienable  right  to 
have  fun.  But,  as  you  became  older,  the  powers  that  be 


felt  you  were  having  a  bit  too  much  fun. 

So  they  began  taking  it  away 

Evil  devices  like  presentations,  alarm  clocks,  and 
overtime  made  their  way  into  your  life.  And,  before  you 
knew  It,  all  that  was  left  of  your  fun  was  the  company  picnic. 

Well,  at  MicroProse,  we  think  its  time  you  had  fun.  Real 
fun.  And  the  quickest  way  to  get  your  fun  is  to  run  out  and 
buy  a  MicroProse  computer  game.  Because  our  exciting 
games  can  have  you  doing  things  you  never  imagined,  even 
in  the  most  boring  of  board  meetings. 

F-1 1 7A  Stealth  Fighter™ 

Squeeze  into  the  cockpit  of  the 
^world's  most  elite  fighting 
weapon  and  leave  the 
tranquility  of  the  workplace  behind. 

Through  dramatic  gameplay  and  spectacular  night 
graphics,  the  F-117A  will  let  you  experience  first-hand  the 
thrills  of  modem  aerial  combat. 

Penetrate  enemy  airspace  without  being  seen.  Tangle 
with  opponents  in  vicious  dogfights.  And  feel  the  pressure  of 
your  deadlines  disappear  into  the  flames  of  an  exploding 
enemy  fighter. 


i 


Railroad  Tycoon™ 

We've  knovm  for  years  that  you  should  be  makinjl! 
big  decisions.  That's  why  in  Railroad  Tycoon,  we  let  you  I'i 
a  sprawling  railroad  empire  complete  with  trackside  ventre 
stockholders,  and  industries. 

Your  responsibilities  will  inc  ( 
overcoming  natural  catastro]'e 
Outguessing  famous  rail  baro : 
rate  wars.  And  mc  i 
cargo  to  I  <i 
in  need 


GuNSHiP®  2000 


W 


I 

e're  pretty  i 


that  your  frequent 
program  doesn't  infj 
gut-wrenching  helicopter  combat  action. 

That's  why  in  Gunship  2000,  you'll  fly  the  urifri^ 
skies  of  the  Persian  Gulf  and  Central  Europe,  commai 
five  of  America's  most  powerful  copters  on  hundre 
perilous  combat  missions. 


tHEYVE  Taken  The  Fun  Out  Of  ML 
V  MicroProse  Computer  Game. 


Missions  that  include  niceties  like   missiles, 
,ciinders,  and  anti-aircraft  weapons.  All  designed  to 
<e  your  flight  as  unsafe  and  uncomfortable  as  possible. 

Sid  Meier's  Cmuzation™ 

So  you're  already  making  the  big  decisions.  Well, 
see  how  you  fare  with  enormous  decisions.  World- 
king  decisions. 

In  Sid  Meiers  Civilization  you'll  control  the  destiny  of 
r  own  empire  from  the  founding  of  its  first  cities  on 
^ugh  to  the  space  age. 

You'll  direct  scientific  developments,  economic 
\ih,  social  and  industrial  reform,  and  military  might. 
)  ou'll  even  compete  for  resources  and  living  space 
nsi  such  historic  giants  as  Napoleon  or  Julius  Caesar. 
Ns  that  for  a  resume  builder? 
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Darklaimds™ 

You  thought  office  politics  were 

cutthroat.   Try  battling  some 

bloodthirsty  robberknights 

or  mythical  beasts  m   the 

mysterious  Darklands. 

Across  the  sinister 
landscape  of  15th  Century 
Germany,  you'll  face  the 
Middle  Ages  as  people 
believed  it  to  be.  Your 
quest  for  fame  and  fortune  will  take  you  through  raucous 
city  streets  to  the  terrifying  sabbats  of  witches.  All 
brought  to  life  m  watercolor-style  graphics  and 
spectacular  animation. 

It's  perfect  training  for  battling  the  e\dl  forces  of  the 
working  world. 

The  Fun  Starts  Here 

Reclaim  the  fun  they  took  away  from  you  so  long  ago. 
Call  MicroProse  today  to  order  your  complete  game 
catalog.  Or,  visit  your  nearest  retailer  and  pick  up  a  game. 

1-800-879-PLAY 

M-F  8:30-5:00  EST 

You  never  know.  You  might  find  that  they  haven't  taken 
the  fun  out  of  everything.  At  least  not  yet. 

.^FJNU  PROSE 

ENTERTAINMENT      •      SOFTWARE 

Seriously  Fun  Software 

©  1992  MicroProse  Software,  Inc.  ALL  RIGHTS  RESERVED. 


Sometimes  only  Black  suits  the  occasion, 


Ultimately  there's  Black; 
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As  A  WELL-SEASONED  Corporate 
globe-trotter.  Hank  Kaestner  has 
eaten  his  share  of  rubber  chicken. 
Fie's  also  eaten  his  share  of  chicken 
heads.  And  he  seems  to  prefer  the 
latter. 

"You  gotta  eat  the  head,  whatev- 
er it  is,"  says  Kaestner,  47,  director 
of  vendor  development  at 
McCormick  &  Go,  the  Sparks,  Md., 
spice  giant.  "It  won't  hurt  you;  these 
things  are  mind  over  matter  anyway. 
And  if  it's  at  a  business  dinner 
where  you  are  building  a  relation- 
ship, it  really  works." 

Kaestner's  not  just  talkin'  turkey. 
He's  talkin'  monkey,  camel,  bat,  rat, 
cockroach,  jellyfish  and,  yes,  even 
man's  best  friend.  "Dog  was  very 
gamey,  with  a  bloody,  strong  flavor," 
he  remembers  of  a  canine  collation 
he  had  on  Sulawesi  Island  in 
Indonesia.  "No,  I  didn't  have  the 
head.  It  was  probably  a  roadkill  any- 
way, so  I'm  not  even  sure  the  head 
was  serveable." 

Gulp. 

Back  in  1970,  Kaestner  was  plod- 
ding along  as  a  management  trainee 
at  McGormick  when  he  sold  the 
president  on  a  plan  to  get  him  out  of 
the  office.  "I  made  a  commitment 
that  if  he  would  spend  a  lot  of  money 
letting  me  travel  around  the  world 
learning  about  spices,  which  is  the 
only  way  to  do  it,  I  would  stay  in  pur- 
chasing and  wouldn't  jump  ship  to 
another  division."  The  president  bit, 
and  off  Kaestner  went:  to  the  Nile 
Valley  for  basil,  the  Aegean  coast  of 
Turkey  for  oregano,  the  dry  plains  of 
northern  India  for  cumin  seeds,  the 
jungles  of  Indonesia  for  cinnamon, 
the  rain  forests  of  Madagascar  for 
vanilla,  and  on  and  on  and  on... 

Nice  work  for  a  linguist — he 
speaks  sev6n  languages — with  a 
hankering  to  see  the  world.  Seventy- 
six  countries  later,  Kaestner  is  one  of 
the  v/orld's  preeminent  spice 
experts.  He  also  knows  a  thing  or 
two  about  how  to  get  around  the 
less-develope(J  Third  of  the  World. 
"My  work  is  play,"  he  says  with  a 
satisfied  smile.  "Every  business  trip 
is  a  vacation." 


Flying  in  and  out  of  the  darker 
corners  of  the  globe  isn't  as  rough 
as  it  used  to  be.  Sure,  there  are  still 
plenty  of  nightmare  airlines  out 
there,  like  Aeroflot — "widely 
regarded  as  the  worst,"  says  Kaest- 
ner. And  he  can  still  remember  a 
private  party  on  an  Air  Ghana  flight 
back  in  1975.  "The  pilot  came  out 
of  the  cockpit  with  his  shirt  open 
and  his  big  belly  hanging  out,  and 
started  making  lewd  remarks  to  the 
passengers.  The  stewardesses 
actually  pushed  him  back  into  the 
front  cabin." 

But  the  pay-and-pray  days  of 
Third  World  air  travel  are  becoming 
a  thing  of  the  past,  he  says.  As  busi- 
ness and  tourist  travel  to  faraway 
lands  has  increased,  many  Third 
World  carriers  are  cleaning  up  their 
act.  Kaestner  cites  Garuda  Indonesia 
airlines  as  one  stellar  turnaround:  "It 


Touring  Pro 


used  to  be  you'd  have  a  ticket,  and 
you  literally  had  to  go  to  the  counter 
and  pay  to  get  on  the  plane.  Then  it 
might  or  might  not  take  off.  And  you 
couldn't  eat  the  food."  And  now.^ 
"Garuda  is  very  acceptable.  The 
reservation  system  has  gone  from 
primitive  to  modern,  the  stewardess- 
es and  the  food  are  up  to  internation- 
al standards,  and  they've  started 
making  announcements  in  Indone- 
sian and  English." 

Non-smoking  flights  are  becom- 
ing more  common,  even  in  smoker- 
heavy  countries  like  Turkey.  One 
still  can't  always  trust  the  food, 
though.  "Flying  inter-island  in 
Indonesia,  or  on  local  flights  in 
Madagascar  or  Ghana,  the  food  really 
takes  a  nosedive,"  he  says.  "Some- 
times it's  unidentifiable — weird 
things  wrapped  up  in  plant  leaves.  I 
don't  ask."  Better  to  lose  weight  and 
avoid  disease  from  poorly  prepared 
foods  by  sticking  with  a  bottled 
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At  a  rundown  grand  old  hotel  in  Darjeeling,  India,  Kaestner  and  his  brother  were  just 
about  to  turn  in  when  a  rat  the  size  of  a  cat  scurried  in  and  settled  in  behind  the  bed. 


drink,  he  says.  And  don't  expect 
much  in  the  way  of  first-class  free- 
bies,  either.  Maybe  a  pad  of  paper 
that  falls  apart,  or,  as  Kaestner 
recently  got  on  Air  Uganda,  a  ball- 
point pen.  "It  didn't  work,"  he 
recalls,  "The  spring  sprang  out.  And 
you  think,  'These  poor  people,  this 
bankrupt  country,  why  did  they 
spend  the  money.'^  Businessmen 
have  pens.'" 

To  get  the  best  service  under  the 
circumstances,  Kaestner  recom- 
mends pressing  the  flesh  before 
takeoff.  "I  always  walk  around  and 
introduce  myself  and  start  small  talk 
with  the  stewardesses.  That  way  I'm 
not  just  a  guy  in  a  seat."  Happily, 
he's  never  been  hassled  for  being  an 
American.  Unhappily,  though,  he 
has  been  hassled  for  being  a  Cau- 
casian, particularly  at  airports  in 
Africa  and  Madagascar.  "It's  an  inter- 
esting change,  to  be  the  minority," 
he  says.  "There's  a  tendency  for 
these  people  to  show  that  they're  the 
boss."  In  Nigeria  awhile  back,  Kaest- 
ner couldn't  change  reservations 


because  the  phones  were  out,  and  at 
the  airport  the  ticket  agents  weren't 
letting  whites  in  line.  The  same 
thing  happened  in  Ethiopia  during 
the  revolution  of  1975.  What's  the 
best  way  to  handle  such  indignities.^ 
"With  a  sense  of  humor.  I've  seen 
people  get  uptight 
and  there's  nothing 
worse."  He  also  rec- 
ommends working 
out  a  full  list  of  travel 
options  before  leaving 
the  States. 

Like  the  airlines, 
lodging  has  taken  a 
turn  for  the  better  in 
many  countries  off  the 
beaten  path.  "It  used 
to  be  you'd  go  to  a  city 
out  in  the  boonies, 
and  there'd  be  no 
facilities  at  all.  Now 
there's  a  Sheraton  and 
a  Hyatt.  It's  absolutely 
incredible  the  reach  of 
good  quality  tourist 
services." 


But  there's  still 
plenty  of  primitive 
charm  out  there.  A 
few  years  ago, 
Kaestner  was  bunk- 
ing with  his  brother, 
a  State  Department 
counsel,  at  the 
Windemere,  a  run- 
down grand  old 
English-style  hotel 
in  Darjeeling,  India. 
They  were  just 
about  turn  in  when  a 
rat  about  the  size  of 
a  cat  scurried  into 
their  room  and  set- 
tled in  behind  the 
bed.  Kaestner,  could 
see  its  eyes  bl)nking 
behind  the  head- 
board. "My  brother 
got  under  the  bed, 
flexed  his  legs  and 
kicked  the  head- 
board against  the 
wall,"  he  says  with  a 
guffaw.  "I'm  look- 
ing over  the  top, 
watching  its  eyeballs  pop  out!" 
Kaestner  picked  up  the  former  rat  by 
its  tail,  took  it  to  the  door  and  hand- 
ed it  to  the  night  watchman.  "I  said, 
'Will  you  please  take  care  of  this.^' 
Then  we  spent  the  rest  of  the  night 
worrying  about  its  children." 


Clench-toothed  through  the  Andes  in  cabs  with 
bald  tires  and  questionable  brakes... 
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Then  there  was  the  Aroma,  a 
hotel  on  an  active  volcano  in  Suma- 
tra that,  he  guesses,  takes  its  name 
from  the  scent  of  cinnamon  wafting 
through  the  jungle.  The  last  time 
Kaestner  was  there,  he  and  a  busi- 
ness associate  were  awoken  in  the 
middle  of  the  night  by  a  Bang!  Bang! 
Bang!  on  the  door.  "We  looked 
through  the  curtains  and  outside 
were  15  or  20  of  the  worst,  terrorist- 
looking  guys  I'd  ever  seen  yelling  at 
lis  in  the  local  language.  I  told  my 
friend,  'Don't  open  the  door!  Who 
knows  what  these  guys  want.'"  It 
turns  out  the  hot-water  heater  in 
Kaestner's  bathroom  had  caught  fire, 
billowing  smoke  and  flames,  and  the 
terrorists  just  wanted  to  let  them 
know.  "You  can  get  so  far  removed 
from  civilization  that  something  as 
simple  as  telling  someone  their  room 
is  on  fire  becomes  impossible." 

The  intrepid  guest  needs  to  pack 
defensively  for  the  middle  of 
nowhere.  Basic  hotel  amenities  like 
soap,  toothpaste,  washcloths  and 
wake-up  calls  are  less  than  a  sure 
thing.  Packing  a  spare  light  bulb 
isn't  a  bad  idea,  either.  "In  the  real- 
ly poor  countries,  the  room  help 
steals  them  because  they  can't  get 
them  any  other  way."  Most  impor- 
tant, Kaestner  always  brings  a  roll  of 
toilet  paper.  "The  quality  of  the  toi- 
let paper  is  probably  the  greatest 
single  barometer  of  the  economic 
status  of  a  country.  A  lot  of  hotels 
don't  have  it,  or  if  they  do  it  runs 
the  gamut  from  White  Cloud  to 
brown  wrapping  paper." 

For  a  real  test  of  courage,  says 
Kaestner,  try  a  Third  World  taxi  ride. 
"Really  scary"  He's  been  whisked 
through  Guyana  and  Nigeria  by 
drunk  and  drinking  cabbies.  He's  sat 
clench-toothed  through  the  Andes  in 
cabs  with  bald  tires  and  questionable 
brakes.  And  he's  thrice  saved  him- 
self from  "sure  death"  by  being  in 
the  passenger  seat  and  grabbing  the 
steering  wheel  just  as  the  driver  fell 
asleep.  Indeed,  riding  shotgun  has 
been  Kaestner's  seat  of  choice  since 
the  time  a  dozing  driver  hung  his  cab 
over  the  edge  of  a  cliff  in  Guatemala. 
"We  ended  up  balancing  on  some 


white  rocks  above  a  5()()-foot  ravine." 
Hindu  cabbies  in  India  believe 
the  next  life  is  the  better  life,  says 
Kaestner,  and  drive  in  this  life 
accordingly.  Middle  Eastern  cabbies 
are  the  worst.  "They're  in  a  class  by 
themselves,  very  vociferous.  They 
argue  with  each  other.  They  go  fly- 
ing through  intersections  and  red 
lights  like  they  don't  care  what's  on 
the  other  side."  And  they  don't  take 
kindly  to  commentary.  On  Kaest- 
ner's last  trip  to  Egypt,  his  driver  was 
doing  about  90  mph  past  the  don- 


birds  on  his  "life  list,"  and  was 
ranked  22nd  last  year  on  the  Ameri- 
can Birding  Association's  "World 
List."  "Bird  watching  is  a  major  rea- 
son I've  been  so  interested  in  travel- 
ing over  the  years,"  he  says. 
"McCormick  used  to  see  my  hobby 
as  a  negative:  'All  he  wants  to  do  is 
bird  watch.'  Now  they're  saying, 
'Wow,  look  at  all  the  information 
he's  gotten.  Look  at  what  a  good 
traveler  he  is.  Look  at  all  he  can  talk 
about.'  It's  broadened  my  business 
experience."  Should  every  traveling 
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' I  said,  Tigeon  bleu?  That's  rare!'"  When  they  brought  out  a  big  pile  of 
the  endangered  species'  feathers,  the  Touring  Pro  knew  for  sure. 


keys  on  a  little  road  from  Cairo. 
When  Kaestner  suggested  he  go  a 
little  slower,  the  cabbie  promptly 
brought  it  down  to  20  mph  and  kept 
it  there  for  the  rest  of  the  trip. 

Kaestner  takes  advantage  of  down 
time  overseas  by  keeping  up  with  his 
bird-watching  hobby.  If  he's  got  a 
spare  weekend  in  Egypt,  he'll  run 
out  to  Abu  Simbel  near  the 
Sudanese  border  for  a  glimpse  of  the 
rare  Pink-Headed  Dove.  If  he's  got  a 
few  hours  in  Sumatra,  he  may  climb 
a  mountain  to  look  for  the  elusive 
Schneider's  Pitta. 

His  results  have  been  impressive. 
Ai  'ast  count,  Kaestner  had  5,064 


exec  have  a  hobby  to  pursue  on  the 
road.?  "No  doubt  about  it.  Whatever 
the  hobby,  that  executive  is  going  to 
be  a  much  healthier  person,  more 
relaxed,  more  broad-based,  and,  in 
the  end,  more  successfrl." 

Kaestner's  hobby  has  led  to  some 
awkward  situtations  at  mealtime. 
"We  were  up  on  the  northeast  coast 
of  Madagascar  once,  eating  these 
delicate  little  birds  that  I  thought 
were  quails  or  something.  I  asked 
what  they  were,  and  the  host  said, 
'Pigeon  bleu.'  I  said,  'Pigeon  bleu? 
That's  rare!'"  When  they  brought 
out  a  big  pile  of  the  endangered 
species'  blue  and  red  feathers, 
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Kaestner  knew  for  sure.  "It's  very 
embarrassing  to  eat  something  that 
isn't  on  your  life  list."  (He  did  see 
one  the  next  day.) 

As  with  business  travel,  Kaestner 
approaches  Third  World  food  with  a 
sense  of  adventure.  "You  have  to  go 
searching  for  a  lot  of  these  things,"  he 
says.  "Most  Americans  just  stay  in  the 
hotel  and  have  a  hamburger  in  the  cof- 
fee shop.  But  if  I'm  in  southeastern 
Mexico  and  their  specialty'  is  monkey, 
I'm  going  to  ask  for  monkey.  Or  if  I'm 
in  Sulawesi  and  their  specialirv'  is  bat, 
I'm  gonna  ask  for  bat.  And  if  they 
don't  have  it  on  the  menu,  I'm  going 
to  go  somewhere  else." 

Amazingly,  he's  never  been 
sick.  And  he'd  never  turn  down 
something  that  was  offered  to  him. 
"The  American  who  doesn't  eat 
something  is  going  to  have  a  dra- 
matic effect  on  these  people. 
Especially  in  Indonesia.  It's  like  a 
slap  in  the  face.  They're  not  think- 
ing 'Let's  see  the  look  on  his  face.' 
They're  saying,  'Here's  our  local 


specialty,  we're  going  to  share  it 
with  you.'"  Better  to  pretend  to 
nibble  it — whatever  \i  is — and  leave 
it  on  your  plate  than  refuse.  "If 
you  reject  it,  you'll  never  have  a 
good  business  relationship." 

It  took  some  time,  but  Kaestner 
eventually  did  get  his  bat — way  off 
the  beaten  track  in  Sulawesi.  As  he 
and  two  other  adventurous  Ameri- 
cans sat  at  a  rickety  table  with  their 
Chinese  host,  the  waiter  took  a  big 
white  enamel  pan  filled  with  bat 
parts  and  hot  red  pepper  from  the 
cupboard.  Kaestner  was  the  guest  of 
honor,  so  the  waiter  pulled  out  a 
furry  little  head,  plopped  it  on  a  bowl 
of  white  rice  and  set  it  on  the  table  in 
front  of  him.  "The  way  the  Chinese 
cat  these  things  is  you  take  the 
whole  thing,  put  it  in  your  mouth 
and  chew  on  it.  Then  you  spit  the 
bone,  the  fur  and  the  hard  stuff  out 
on  the  side  of  the  plate,  and  the  brain 
and  the  other  stuff  sort  of  slide  down 
your  throat." 

Bon  appetit! 


The  One-Minute  Mangeur 

Congratulations.  The  boss  has  just 
picked  you  to  head  the  expansion  in  a  • 
few,  er. .  .Lesser  Developed  Countries. 
Here,  in  the  words  of  Hank  ''Cast- 
Iron  "  Kaestner,  are  some  of  the 
delightful  delectables — and  vile  vict- 
uals— you  can  look  forward  to: 

•  Bat:  "Too  crunchy,  but  then  I 
was  eating  the  cranium.  Then  we 
had  the  wing  with  the  webbing, 
and  that  was  pretty  good." 

•  Little  baby  birds:  "Very 
crunchy.  I  didn't  know  what  they 
were,  and  when  I  finally  looked  I 
realized  the  crunch  was  the  crani- 
um. So  I  was  taking  the  heads  off 
and  crunching  the  rest  of  it  down." 

•  Bird's  Nest  Soup:  "Be  sure  it's 
a  pure  saliva  nest  from  an  Edible 
Nest  Swiftlet.  Otherwise,  you'll 
be  picking  moss  out  of  your 
teeth." 

•  Rat:  "Very  delicate  and  tender. 
The  smaller  mammals  are  really 
quite  tasty.  Most  of  the  time 
they're  deep-fat  fried,  so  they  end 
up  like  french  fries." 

•  Dog:  "Very  gamey,  with  a 
bloody,  strong  flavor." 

•  Monkey:  "Not  that  bad.  It's  a 
lot  better  than  dog." 

•  Snake:  "Absolutely  delicious. 
Better  than  chicken,  more  moist 
and  flavorful." 

•  Cockroaches:  "Just  make  sure 
they're  well  fried." 

•  Jellyfish:  "Like  a  real  big  oys- 
ter. The  tough  part  is  getting  it  up 
on  the  chopsticks.  You're  not  sure 
if  you  want  to  cut  it  in  half  or  just 
get  it  over  with." 

•  Camel:  "Always  eat  a  young 
camel.  The  old  ones  are  very 
tough." 

•  Zebra:  "Very  good.  It  could 
catch  on  in  the  U.S.  You  could 
have  a  zebra  flock  in  Texas." 

•  Durian  Fruit:  "Smells  like  a 
combination  of  garlic,  body  odor 
and  excrement.  The  Indonesians 
love  it.  I've  eaten  it  three  times, 
and  it  tastes  the  way  it  smells. "O 
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A  pie  in  the  face  of  flight 
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e  nice  to  be  one  of  those  amazingly  and  puzzle  games  to  choose  from.  To  get  you  started, 

sunny  folks  who  stroll  through  life's  the  first  cartridge  is  on  us.  It's  Tetris^  the  jigsaw  puzzle 

little  - — 
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smilingvand  unscathed' 
Most  of  us  end  up  with  fistfuls 
)fourown  hair  when  a  shoelace 
Heaks.^  Life  is  definitely 
letter   if  you^    (g@|,gr"l 
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ignorant  bliss  as  the  7:15  grinds  to 
a  halt  between  stations  whileyou 
ay  a  rousing  set  of  tennis.  Forthat 
matter,thewhole 
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ould  be  an  hour  latefromnowon, 
and  all  it  will  mean  to  you  is  an 
opportunity  to  play  nine  more  holes. 
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throwing  you  curves. But  with  a  Game  Boy 


ame  playing  system  from  Nintendo.  You  can  take  it  (andBaseball  from  Nintendo)  at  least  you  can  start  turning  them 


inywhere,  and  there  are  over  two  hundred  ~oorts,  action  into  home  runs. 
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Dr. Gizmo 


If  it  doesn't  beep, 

talk  in  a  scratchy, 

metallic  voice,  or 

complicate  your  life 

more  than  the  birth 

of  your  second  child, 

it's  not  a  gizmo. 


Gizmo  here.  Doctor  G\zxno  as  I 
insist  my  students  address  me.  Arro- 
gant little  sardines!  Daring  to  ques- 
tion a  man  of  whom  the  great 
Heisenberg  once  said,  "On  the  one 
hand,  he's  a  genius,  on  the  other 
hand,  you  can  never  be  certain." 
That's  enough  out  of  you,  Werner. 

But  I  digress.  Allow  me  to  apply 
my  many  years  of  trans-disciplinary 
studies  in  intergadgetary  phenome- 
na, all  for  your  benefit,  gentle  reader. 
Of  course  you  are  confused  by  the 
plethora  of  programmable  para- 
phenalia  peeping  out  at  you  from 
every  store  shelf  and  glossy  cata- 
logue. Take  my  hand,  metaphorical- 
ly speaking.  I  am  here  to  help. 

Not  only  will  I  describe  the  latest 
digital  widgets  in  excruciatingly — 
and  uncharac- 
teristically— 
simple 
language.  For 
your    conve- 
nience I  have 
also  devised  a 
simple  rating 
scale    to   judge    these    products. 
Gizmo-4  is  the  highest  rating,  award- 
ed only  to  miracles  of  technological 
achievement,  e.g.,  Dolby  stereo, 
Tang  and  the  paper  clip.  A  VCR  with 
instructions  written  by  a  native- 
English  language  speaker  would  rate 
a  Gizmo-3,  and  so  on.  As  my  stu- 
dents— those  horrid,  squirming 


homuncuii — well  remember,  I  am  a 
very  tough  grader!  But  I  digress. 

The  first  gizmo  for  consideration 
is  the  Travelpilot,  an  automobile 
navigation  system  from  those  car- 
stereo  gnomes  at  Blaupunkt.  Mount- 
ed on  your  dashboard,  the  Travelpi- 
lot displays  a  4'/2-inch-wide  comput- 
er map  of  your  surroundings.  You 
instruct  the  computer  where  you 
want  to  go,  e.g.,  Carnegie  Hall,  and  it 
plots  out  a  route  for  you,  e.g.,  "Prac- 
tice, practice." 

An  old  lab  joke... 

A  flashing  cursor  tracks  the  car's 
movement  along  the  video  map, 
showing  you  which  route  to  take,  and 
how  far  you  are  from  your  destina- 
tion. You  can  zoom  the  map  in  to  '/s- 
mile  scale  and  out  to  30-mile  scale. 
Last  one  to  the  Sepulveda  Avenue 
Chuck  E.  Cheese  is  a  rotten  egg! 

Until  recently,  the  Travelpilot 
computed  the  car's  position  by  mea- 
suring the  distance  traveled  from  the 
wheels'  rotation  and  direction  from 
an  electronic  compass.  There  was  a 
wee  problem,  though.  Proximity  to  a 
power  line,  for  instance,  could  throw 
the  Travelpilot  out  of  whack.  "Once 
it  did  that,  the  system  couldn't  self- 
correct,"  explains  project  manager 
David  Pankonin. 

So  they  added  another  gizmo. 
Now  Blaupunkt  will  sell  you  a  Glob- 
al Positioning  Satellite  (GPS)  sensor 
to  hook  into  your  Travelpilot.  The 


I 


By  Alex  Beam 


Ready-to-where:  the  Blaupunkt  Travelpilot. 
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Compromise 
may  be  the  essence 
of  politics. 
I      But  it^  the  ruin 
of  bouiboa 
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WILD 
TURKEY 

101  proof;  real  Kentucky 


to  SEND  A  GIR  OF  WILD  TURKEY*/101  PROOF  ANYWHERE*  CALL  1-800-BE-THERE  'EXCEPT  WHERE  PROHIBITED  KENTUCKY  STRAIGHT  BOURBON  WHISKEY  50  5%  ALC/VOL  AUSTIN,  NICHOLS  DISTILLING  CO,  LAWRENCEBURG,  KY  ©  1992 
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Ich  bin  ein  Berlin-Uhr: 

the  Set  Theory  Clock. 

GPS  receiver  uses  radio  beams  from 
the  Air  Force's  18  Navstar  satellites 
to  provide  an  exact  fix,  plus  or  minus 
40  feet,  on  where  you  are.  And  the 
Travelpilot  people  are  adding  hun- 
dreds of  new  rural  maps  to  the  digital 
inventory,  in  case  you  intend  to  visit 
the  Ross  Perot  museum  in 
Texarkana. 

GIZMO  RATING:  3 

Travelpilot  costs  about  $2,500, 
with  one  map  disc.  Additional  map 
discs  cost  $150;  add  another  $1,000 
for  the  GPS  navigational  enhance- 
ment. Available  from  Blaupunkt 
dealers  nationwide. 

Half  the  pleasure  of  acquiring  a  par- 
ticularly arcane  gizmo  is  to  steal  a 
march  on  the  gadget  freaks  and  sta- 
tus-seekers who,  alas,  roam  so  freely 
in  modern  society.  It  is  in  the  spirit  of 
naked  one-upsmanship  that  I  offer 
this  next  item  for  your  consideration, 
unavailable  in  any  store  or  catalogue. 
Around  here. 

I  am  speaking  of  the  Set  Theory 
clock;  the  brainchild  of  a  Berlin 
inventor  who  perished  in  a  light 
plane  accident  not  so  long  ago.  As  the 
illustration  suggests,  the  "Berlin- 
Uhr"  is  a  most  curious  addition  to  the 
world  of  timepieces.  Instead  of  the 


conventional  dial  or  digital  read-out, 
it  displays  four  rows  of  multicolored 
lights,  topped  by  a  flashing  seconds 
blinker,  to  keep  time. 

Remember  New  Math.?  Well, 
that's  nice,  but  this  has  nothing  to  do 
with  it.  The  clock  divides  the  24- 
hour  day  into  separate  chronological 
sets.  Starting  down  from  the  top  row, 
each  block  represents  five  hours,' 
then  one  hour,  then  five  minutes, 
then  one  minute. 

18,000  men  and  women  have 
bought  wall-mounted  or  desktop 
models  of  these  unusual  clocks,  but 
believe  me,  none  of  them  lives  on 
your  block. 

GIZMO  RATING:  A  Perfect  4. 

The  Set  Theory'  clock  costs  about 
$150.  Available  directly  from  the 
manufacturer:  Berlin-Uhr,  60-64 
Zwickauerdamm,  1000  Berlin  47, 
Germany. 

Next  we  journey  to  the  realm  of  the 
senses,  seated  in  two  expensive 
"massage"  chairs  from  Panasonic  and 
HVVE.  These  are  Barc-a-Loungers 
gone  ballistic,  combining  "Magic 
Fingers"  technology 
(How  many  scientific 
conferences  I  whiled 
away  on  those  de- 
lightful vibrating 
mattresses!)  with  the 
Japanese  healing  art 
of  Shiatsu  massage. 
Shiatsu  promotes 
natural  healing  by  re- 
channeling  energy 
among  the  body's 
conductors,  or 
meridians,  using 
fingertip  pres- 
sure. In  a  word. 
Magic  Fingers 
East. 

I'll  leave  it  to 
the  manufactur- 
ers   to    confuse 
you  with  technotalk 
"Panasonic  uses  mo 
ern  electronic  technology 
to  analyze  the  finger  move- 
ment of  professional  masseurs  in 
order... to  duplicate  it,"  a  brochure 
explains.  The  pamphlet  provides 


temperature-sensitive  "thermovi- 
sion" photographs  of  the  human 
torso  to  show  how  blood  cirulation 
perks  up  after  a  session  with  Desert 
Chair.  One  thermovision  is  worth  a 
thousand  words,  as  Max  Planck  once 
said  to  me.  Or  was  it  Bobby  Oppen- 
heimer.''  Never  mind. 

"Both  loungers  have  the  same  basic 
features.  As  you  sit  up  or  recline,  a 
set  of  rubber-coated  metal  wheels 
rolls  up  and  down  your  spine.  The 
not-unpleasant  effect  is  like  having 
your  gardener  run  a  wheelbarrow  up 
and  down  your  back.  (For  obvious 
reasons,  people  with  back  problems 
should  consult  with  their  doctors 
before  buying  these  chairs.) 

Ostensibly,  the  rollers  stretch  the 
spine  as  they  grind  up  from  your 
waist  to  your  neck  and  back  again, 
stimulating  the  spinal  nerve  roots 
and  "activat[ing]  the  internal  organs 
connected  to  these  nerve  roots."  If  I 
had  pursued  graduate  studies  in 
medicine  and  not  in  prestigadgetol- 
ogy,  I  could  sort  all  these  claims  out. 
But  I  can  tell  you  this:  the  chairs 
feel  great. 

The  rival  products 
differ  slightly.  Seated  in 
the  Panasonic,  you  can 
direct  the  twin  rollers 
to  shiatsize  specific 
parts  of  your  back, 
and  you  can  vary  the 
width       between 
them.  The  HWE 
model  has  an  AM- 


perl. 


The  Recline  Of  The  West:  a  "mas- 
sage" chair  from  Panasonic. 
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FM  tape  deck  with  speakers 
mounted  in  the  headrest.  Pop  in 
Richard  Wagner's  Greatest  Hits, 
you're  in  heaven. 

GIZMO  RATING:  3 

Both  chairs, 

$1,995.   The  Pana- 
sonic    is     available 
from         Brookstone 
(800-926-7000);  the 
HWE    chair    is    sold 
through  The  Sharper 
Image  catalogue  (800- 
344-4444)  and  at  stores. 


16/AO 


Perhaps  you  are  thinking, 
Dr.  G's  not  the  spiritual 
type.   Wrong!    I   recently 
flipped  through  the  integrat- 
ed circuit  Bible  card  that 
slides  into  Sharp's  pocket- 
sized  Wizard  computer,  billed 
as  a  digital  organizer  for  power 
business  people.  The  Wizard, 
using  plug-in  software  cards,  can 
perform  a  host  of  functions:  set 
up  a  data  base,  score  your  golf  game, 
track  lactation  cycles  for  new  moth- 
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ers,  and  even  send  a  fax.  Theoreti- 
cally, I  could  transmit  a  biblical  com- 
mentary on  mother's  milk  from  the 
17th  tee  to  Set  Theo- 
ry headquarters  in 
Berlin.  It's  a  mira- 
cle! 

The  Wizard — 
the    name     is    a 
holdover  from  the 
pagan  tradition — 
has  a  "When  In 
Need"  function, 
a  sort  of  spiritual 
pick-me-up, 
while-U-wait. 
The  computer 
dispenses 
advice  in  12 
Jeopardy- 
like     cate- 
gories: Suf- 
f  e  r  i  n  g  , 
Sorrow, 
Decision,  Danger, 
Turmoil,  etc.  When  I  punched  up 
Salvation,  I  got  John  14:6:  "I  am  the 
way,  the  truth,  and  the  life."  Didn't  I 
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see  those  words  between  the  goal 
posts  at  the  Super  Bowl.'' 

The  "Search  With  Key  Word" 
function  whips  through  the  66  books 
of  the  Bible  in  a  few  nano-seconds 
and  instantly  finds  my  favorite  quote 
from  Ecclesiastes:  "Be  not  rash  with 
thy  mouth. ..for  God  is  in  heaven, 
and  thou  upon  earth:  therefore  let 
thy  words  be  few."  Good  advice, 
don't  you  think.^ 

GIZMO  RATING:  DIVINE 

The  Sharp  Wizard,  $400.  Holy 
Bible  software  card,  $170.  Available 
through  The  Sharper  Image  (800- 
344-4444). 

And  so  happy  trails,  gizmophiles. 
Remember  Dr.  G's  motto:  If  it 
doesn't  beep,  talk  in  a  scratchy 
metallic  voice,  or  complicate  your 
life  more  than  the  birth  of  your  sec- 
ond child,  it's  not  a  gizmo.  Auf 
wiedersehenl  S8 

Alex  Beam,  a  columnist  for  Th.^, 
Boston  Globe,  denies  that  the  character 
of  the  Professor  in  Back  To  The 
Future  was  modeled  after  him. 


Your  Home  Is  Worth  More  with  Running  Water. 


SwimEx  Systems,  Inc.,  49  Market  Street,  P.O.  Box  328,  Warren,  Rl  02885  Tel.  401-245-7946 


because  with  SwimEx"" 
you  swim  in  place  against 
a  moving  current  of  water 
You  adjust  the  speed. 
You  adjust  the  temperature. 
But  you  never  need  to 
adjust  your  lifestyle. 
Because  with  SwimEx, 
you  get  all  the  benefits  of 
swimming,  without  ever 
leaving  home.  Units  start 
at  $21,950. 

Call  or  write  us  for  a  free 
brochure  and  video. 


Sm^mEx 


At  the  Doral 

Satumia, 

our  uitdercovered 

reporter  comes 

clean. 


By  Ajax  Bernoulli 


The  portly  A.  J.  Liebling,  master 
exaggerator  and  dedicated  celebrant 
of  boxing,  newspapering  and  glut- 
tony, checked  himself  into  a  spa  in 
Switzerland  in  the  1950s.  He  was  52, 
and  (as  he  described  it),  massages  by 
a  big  Swiss  who  "plucked"  his 
"biceps  like  harp  strings"  and  din- 
ners of  "muck  made  of  apple  cores 
and  wheat  germ,"  left  him.so  dfs- 
heartened  he  succumbed  to  the  flu. 
He  fled  to  France,  where  an  alert 
physician  promptly  restored  him  to 
his  epic  diet  of  roasted  guinea  hens, 
fondue,  brandy,  and  "no  more  than 
two  litres"  of  wine  a  day.  Rallying, 
he  found  he  weighed 
more  than  when  he 

a  first  walked  into  that 

"ruinously  expensive 
para-Buchenwald." 
These  days,  a  spa 
visit  isn't  something  a 
man  with  an  appetite 
for  life  has  to  recover  from.  A  deluxe 
spa,  though  still  ruinously  expensive, 
is  a  far  cry  from  the  "slimming 
prison"  Liebling  sentenced  himself 
to.  So  I  was  thinking  one  evening  at 
the  Doral  Saturnia  International  Spa 
Resort,  in  Miami,  where  a  low-fat, 
low-calorie  dinner  took  off  with  pep- 
pery minestrone,  ascended  with 
grilled  chicken  breast  with  raspberry 
sauce  and  wild  rice,  cruised  with  a 
glass  of  Champagne,  and  came  in  for 
a  soft  landing  on  orangey  angel  food 
cake  with  fresh  peach  dressing. 

The  Saturnia,  opened  five  years 
ago  by  the  Doral  hotel  chain,  which 
evidently  saw  the  New  Age  coming, 
is  situated  next  to  one  of  the  several 
golf  courses  at  the  venerable  Doral 
Resort  and  Country  Club,  on  the 
city's  western  edge.  A  palm-lined 
walkway  connects  the  sprawling  golf 
complex  and  the  tidy,  neo-Italianate 
spa,  but  the  two  facilities  are  worlds 
apart.  The  golf  resort,  of  course,  has 
cocktail  lounges,  and  at  the  19th  hole 
you  can  buy  Haagen  Dazs  ice  cream. 
The  spa  has  no  bar  at  all,  and  as  for 
ice  cream,  you  might  as  well  ask  for 
LSD.  Golfers  sport  radioactive  attire. 
Spa-goers  pad  around  in  the  plush 
terry  robes  or  soft-hued  jogging  out- 
fits supplied  for  them  (creamy  tan- 


gerine for  ladies,  light  grey  for  men). 
Golfers  carouse.  By  9  p.m.,  the  spa's 
airy  facilities  are  empty,  the  guests  in 
their  rooms  resting  up  for,  say,  an 
early  Tai  Chi  class.  In  short,  the  spa 
exists  to  help  you  cope  with  just 
those  traumas  recreational  golfers 
specialize  in,  such  as  frustration, 
exercise  avoidance,  personal  defeat, 
and  acceleration  of  the  aging  process. 

"Pampering"  is  a  word  you  hear  a 
lot  around  the  Saturnia,  and  the 
treatment  begins  before  you  get 
there.  A  limousine  meets  guests 
arriving  at  the  airport  and  delivers 
them  to  the  front  desk.  The  ever- 
attentive  general  manager,  Offer 
Nissenbaum,  says  the  employee-to- 
guest  ratio  is  three  to  one,  and  he 
adds  that  people  keep  coming 
back — 70%  of  spa-goers,  he  says,  are 
repeats — because  of  the  service, 
which,  I'll  add,  was  cheerful  and  fine 
indeed  in  every  department.  The 
Saturnia  has  won  not  only  AAA's 
highest  hospitality  rating,  the  Five 
Diamond  Award,  but  was  also 
declared  America's  best  spa  by 
"Lifestyles  of  the  Rich  and 
Famous,"  a  distinction  which  did  not 
keep  me  from  going. 

The  place  is  so  exclusive  you  may 
wonder  where  everyone  is.  With 
only  48  units  at  the  spa,  there  can 
hardly  ever  be  more  than  a  hundred 
guests,  and  yet  the  two  dining  rooms, 
16  tennis  courts,  his  and  her  locker 
rooms,  weight-training  and  exercise 
rooms,  skin-care  center  and  hair 
salon — a  few  of  the  ample  facilities, 
not  to  mention  that  spa  guests  do 
have  golf  course  privileges — could 
easily  accommodate  many  more.  All 
the  units  are  "suites,"  the  brochures 
say,  but  I  beg  to  quibble:  the  "junior 
suites,"  though  very  comfortable  and 
well-appointed,  could  perhaps  more 
accurately  be  called  "senior  rooms." 

Beneath  the  white  gloves  are  the 
iron  hands  of  healthful  habit.  When 
the  housekeeper  turns  down  your 
bed  for  the  evening,  she  doesn't  put 
a  chocolate  on  the  pillow.  The  mini- 
fridge  in  the  room  contains  bottled 
mineral  water.  Period.  The  frills  arc 
good  for  you.  Most  men  enroll  in  a 
four-,  seven-  or  ten-night  program  ol 
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For  more  than  a  century  and  a  half,  Patek  PhiHppe  has  been  known  as 
the  finest  watch  in  the  world.  The  reason  is  very  simple.  It  is  made 
differently.  It  is  made  using  skills  and  techniques  that  others  have  lost 
or  forgotten.  It  is  made  with  attention  to  detail  very  few  people  would 
notice.  It  is  made,  we  have  to  admit,  with  a  total  disregard  for  time.  If 

a  particular  Patek  Philippe 
movement  requires  four 
years  of  continuous  work  to 
bring  to  absolute  perfection, 
we  will  take  four  years.  The 
result  will  be  a  watch  that 
is  unlike  any  other.  A  watch 
that  conveys  quality  from 
first  glance  and  first  touch. 
A  watch  with  a  distinction: 
generation  after  generation 
it  has  been  worn,  loved  and 
collected  by  those  who  are 
very  difficult  to  please; 
those  who  will  only  accept 
the  best.  For  the  day  that 
you  take  delivery  of  your 
Patek  Philippe,  you  will  have 
acquired  the  best.  A  watch  that 
tells  you  something  about 
yourself,  quietly  reflecting 
your  own  values.  A  watch 
that  was  made  to  be  treasured. 


PATEK  PHILIPPE 

GENEVE 


For  an  elegant  collector's  book  about  Patek  Philippe  illustrating  our  men's  and 

women's  watches,  send  $15  -  or  for  current  informative  brochures  please  write  to; 

Patek  Philippe,  One  RockefeUer  Plaza,  Suite  930  (F),  New  York,  NY  10020. 


she  massaged  my  neck  and  face — 
very  nice. 

Whether  I  looked  -Any  better  I 
couldn't  tell.  I  asked  my  traveling 
companion,  a  cool  beauty  who  at 
that  moment  was  catching  rays  by 
the  lovely,  capacious  pool,  if  she 
was  going  to  schedule  a  facial  for 
herself.  She  peered  over  killer  sun- 
glasses and  sized  up  my  sanguine 
mug.  "I  think  not,"  she  said.  What 
did  she  think  of  a  guy  getting 
a  facial.''  "Girls  should  do  girl 
things,  and  boys  should  do 
boy  things." 

On  the  other  hand:  I  asked 
Fran,  a  40ish  New  York  public 
relations  executive,  if  she 
would  want  her  husband  to 
have  a  facial.  "He's  been  here, 
and  he  has  had  one,"  she  said. 
"He's  secure  in  his  masculini- 
ty." Did  it  make  him  look  bet- 
ter.'' "No,  but  he  felt  better,  and 
so  we  had  more  fun."  Perhaps 
the  most  unlikely  visitor  I  met 
in  this  gentle,  traditionally  fem- 
inine realm  was  Richard,  45,  a 
Dallas  native  and  Las  Vegas 
businessman.  A  virtuoso  of 
stress,  he  used  to  make  his  liv- 
ing at  cards.  "No-limit,  high- 
stakes  poker,"  he  said.  "I  still 
play  in  four  or  five  tournaments 
a  year,  for  a  week  or  two  at  a 
time"  He'd  had  a  facial.  "It's 
nice  to  be  pampered,"  he  said. 

Richard,  vacationing  for  a 
week  without  his  wife  or  six 
children,  was  at  the  spa  to  chill 
out,  trim  down,  and  "get  some 
willpower,"  as  he  put  it.  "By 
now,  we  all  know  what  we're 
supposed  to  do  to  stay  healthy. 
I  came  here  to  get  back  on 
track."  It  was  noon,  and  he'd 
already  attended  two  exercise  classes 
and  a  stretching  and  relaxation  class, 
and  walked  3.5  miles.  "The  key  is  to 
keep  it  up  after  I  leave  here."  Then 
he  dashed  off  to  lunch. 

The  spa's  food  is  as  good  as  it 
could  possibly  be,  given  the  chef's 
stern  eschewal  of  those  most  reassur- 
ing ingredients,  fat  and  salt.  "Men 
are  so  used  to  fat  and  salt  they  com- 
plain at  first,"  says  the  spa's  lead 


nutritionist,  Alix  Landman,  a  tough- 
minded  registered  dietitian.  "But 
after  a  week  or  so  they're  used  to  it,, 
and  they  grow  to  like  the  food." 
Attached  to  the  spa's  menu,  which 
lists  the  calories  and  fat  content  of 
each  dish,  is  a  calculator,  and  at 
every  table,  which  is  otherwise  lav- 
ishly set  with  heavy  flatware  and 
linen  cloths,  are  paper  and  pencil  oil 
which  to  keep  score.  Like  virtue. 


As  you  sit  under  the  hard, 

ceaseless  flow,  the  water  kneads  your 

shoulder  and  neck  muscles, 

your  back,  your  scalp,  even  your 

chest  if  you  let  it. . .  Naturally,  no 

one  else  was  around  when 

I  checked  it  out. 


vigilance  is  its  own  reward.  "We're 
not  a  fat  farm,"  manager  Nis- 
senbaum  says.  "People  don't  come 
here  to  lose  20  pounds  in  a  week — 
we  don't  believe  m  that.  They  come 
here  to  learn  new  ways  of  living  a 
healthier  life." 

One  enlightened  dinner  I  had 
revolved  around  blackened  swordfish 
that  was  succulent  and  perfectly  sea- 
soned. Lasagne  made  with  smoked 


chicken  and  polenta  instead  of  pasta 
was  bland  and  mealy.  The  Nice  Try 
Award  goes  to  an  omelet  made  with 
egg  whites;  yolkless,  it  was  a  pale, 
timid,  rather  chewy  imitation  of  the 
rich,  dangerous  reality.  Buckwheai 
pancakes  with  fruit  dressing  were  a 
better  morning  bet.  In  any  event,  the 
kitchen  staff  (who  teach  a  healthful 
cooking  class  for  interested  spa-goers 
in  a  spiffy  s  t  u  d  i  o/ kitchen) 
and  nutrition  staff  (available 
for  private  consultation)  put 
out  merry  fare — the  best  of 
oat  cuisine. 

Like  any  first-class  resort,  a 
spa  should  be  cleverness 
itself — brilliance  applied  to 
small  matters.  The  Saturnia,  if 
a  little  solemn  in  its  eagerness 
to  help,  is  a  clever  place.  Con- 
sider the  cascade,  a  manmade 
waterfall  by  the  cabana  at  the 
pool.  It's  surprisingly  forceful, 
deliciously  warm,  and  as  you 
sit  under  the  hard,  ceaseless 
flow,  the  water  kneads  your 
shoulder  and  neck  muscles, 
your  back,  your  scalp,  even 
your  chest  if  you  let  it.  The 
roar  and  splash  thrill,  too.  Nat- 
urally, no  one  else  was  around 
when  I  checked  it  out.  The 
sun  was  setting,  and  as  I  sat 
under  the  cascade,  I  could  sec 
the  palm  trees  in  the  pristine 
poolside  gardens  outlined 
against  a  crystalline  sky. 
There  in  the  violet  Miami 
dusk,  I  felt  relieved  to  be  out 
of  cosmetology  and  into  cos- 
mology. A  moment  of  perfect 
case.  And  what  haggard  soul 
can  resist  the  tender,  misty 
promise  of  rejuvenation.'*  iff 

AjAX  BkRNOULLI  is  (I  hedonist  for 
the  '90s. 

Rates  range  from  $650  per  per- 
son/double occupancy  for  a  two- 
night  program  to  $3,435  per  person 
double  occupancy  for  a  ten-night 
program.  Call  800-331-7768  (out- 
side Florida)  800-247-S901  (inside 
Florida). 
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OUROPEN-DRAWER  POLICY. 
CHANGE  UP  TO  FOUR  DISCS  WHILE  STILL  LISTENING  TO  ONE. 


Technics'  open-drawer  policy  is  very 
simple.  It  enables  you  to  change  any 
four  discs  while  the  fifth  keeps  on  play- 
ing. And  it's  standard  policy  on  all  our 
new  5-disc  rotary  CD  changers.  So  no 
one  ever  has  to  miss  a  beat.  Or  wonder 
why  the  music  stopped. 

But  this  ingenious  playback  system 
isn't  the  only  thing  that  makes  our  new 
CD  changers,  like  the  SL-PD827,  the  life 
of  the  party. 

It's  engineered  with  innovative 
:MASH*  1-bit  DAC  technology.  As  an 


improvement  over  conventional  DACs, 
we  use  high-order  oversampling  and 
noise-shaping  technology.  So  every 
musical  detail  and  nuance  on  your  CD  is 
faithfully  reproduced. 

There's  even  a  feature  called  Delete 
Programming.  So  if  you  just  want  to  hear 
your  favorite  songs,  all  you  have  to  do  is 
"delete"  the  tracks  you  don't  want  to 
hear,  instead  of  programming  track 
by  track. 

What's  more,  our  advanced  digital 
servo  system  reads  each  disc  individu- 


ally. It  can  tell  if  the  disc  is  slightly  off 
center.  Or  if  the  disc  is  warped,  dirty  or 
scratched-all  of  which  can  cause  skip- 
ping. Our  CD  changer  detects  these 
problems  and  makes  the  approphate 
adjustments.  So  nothing  gets  between 
you  and  incredible  CD  sound. 

Technics'  open-drawer  policy.  It  lets 
you  listen  to  one,  while  changing  four  so 
no  one  has  to  "take  five." 

Teclinics 

The  science  of  sound 


•Panasonic  developed  the  world's  first  MASH-type  DAC  MASH  lechnology  was  invented  by  NTT  {LSI  Labs)  MASH  is  a  trademark  of  NTT 


Your  10%  rose  6.21%  in  1991, 
according  to  the  American  Associa- 
tion of  Fund-Raising  Counsel.  That 
translates  to  $124.77  billion  donated 
to  nonprofits  last  year. 

Many  areas — education,  arts,  reli- 
gion, and  especially  international 
affairs  and  the  environment — saw 
donations  rise  in  1991. 

For  agencies  on  the  front  lines  of 
social  service,  however,  1991  was  the 
year  the  10%  solution  turned  into  a 
10%  conundrum:  giving  to  human 

Percent 


Solutions 


service  organizations  nose-dived  an 
alarming  10%  last  year. 

The  Job  Corps,  one  element  of 
social  change  from  the  Great  Society 
days,  remains  a  government  program 
today.  One  thing  that  has  changed, 
however,  is  the  follow-up  given  to 
people  who  participate  in  Job  Corps' 
employment  training  programs. 

Women  In  Community 
Service  is  a  not-for-profit  organiza- 
tion that  has  long  contracted  with 
the  government  to  provide  screening 
services  to  Job  Corps  women. 
Working  with  the  women  during  and 
after  the  program,  WICS  provides 
the  counseling,  education  and  sup- 
port necessary  to  ensure  that  a 
woman's  first  steps  out  of  poverty 
put  her  on  solid  ground.  With  gover- 
ment  funding  becoming  ever  more 
tenuous,  however,  WICS  is  diversi- 
fying. They  are  particularly  excited 
about  their  Lifeskills  Program, 
which  is  designed  to  bring  self-suffi- 
ciency to  at-risk  women  in  three 
cities  around  the  country.  (The  pro- 
gram is  looking  for  volunteers  and 


"The  Tenth  Part  of 

ivhat  the  land  yields, 

ivhether  grain  crop 

or  fruit  from  the 

trees,  belongs  to  the 

Lord..."  (Leviticus 

27:30) 


By  Liam  Callanan 


mentors.)  This  month,  WICS  hosts  a 
conference  in  Washington,  D.C.,  on 
the  interrelatedness  of  women,  pro- 
ductivity and  hunger.  WICS,  1900 
N.  Beauregard  St.,  Suite  103, 
Alexandria,  VA  22311;  703- 
671-0500. 

|oint  Action  In  Contmunity 
Service  also  works  with  Job  Corps 
alumni,  though  its  clientele  is  pri- 
marily men.  One  hundred  employ- 
ees and  5,000  volunteers  help  40,000 
disadvantaged  youths  a  year  at  lO.S 
centers  around  the  country. 
Volunteers  help  with  mentoring  pro- 
grams— a  crucial  area,  given  the 
dearth  of  male  role  models  for  youni^ 
men  in  the  inner  city,  says  Executi\  e 
Director  Harvey  Wise.  Housing, 
transportation  and  legal  assistance  is 
also  provided  when  needed.  Lateh , 
Wise  says  corporate  generosity  has 
tended  to  be  in-kind.  Hallmark 
donated  $100,000  worth  of  merchan- 
dise, and  for  two  years  H&R  Block 
has  provided  free  tax  preparation 
services  to  Job  Corps  graduates  dur- 
ing the  first  year  out  of  the  program. 
If  you  or  your  company  would  like  to 
get  involved:  5225  Wisconsin 
Ave.  N.W.,  Room  404, 
Washington,  D.C.  20015; 
202-537-0996. 

The  National  Executive 
Service    Corps    also    tackles 
employment  issues,  but  in  a  pro- 
foundly different  atmosphere.  H\ 
utilizing  the  management  consulting 
skills  of  retired  executives,  NESC 
provides  nonprofits  decades  of  busi- 
ness acumen  and  experience  forj 
minimal  administrative  costs.  NESC' 
has  tapped  into  an  ever-increasing 
population  of  retired  executives  who  i 
can't  bear  using  a  lifetime  of  profes- 
sional know-how  to  tally  nothing] 
more   than  shuffleboard   scores. 
Nonprofits  benefit  from  the  experi- 
ence of  blue-chip  CKOs,  financial 
officers  and  other  executives  which  i 
they  would  never  have  been  able  toj 
afford  had  they  used  a  traditionaiJ 
management  consulting  firm.  The^ 
volunteers  benefit  from  applying 
their  hard-earned  skills  to  new  an( 
challenging  endeavors.  If  you're] 
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Feet  come  in  different  widths.  So  do  our  tennis  shoes. 

1 

MEN          AA           R          f:>          EE         EEEE 

WOMEN      AA         B          D         CE 

CXT770                      • 

WCT5'50       •           •           • 

CXT750                                  < 

1              • 

wa-^oo      «        •        • 

CXT600                      •           < 

VVLT350        •            •           • 

CT67')                         •           < 

CT540          •             •           < 

CT500                                     < 

CT320                        •           •            • 

See  the  shoe  on  this  page? 

You  can't  inflate  it  with  air.  There's  no  Disc 
Closure  Unit  to  fiddle  with.  It  doesn't  even 
come  with  a  Ground  Reaction  Inertia  Device. 

Why  on  earth  would  anyone  buy  it? 

Because  it  fits. 

A  sfioe  that  jits  better,  performs  better. 

At  New  Balance,  we  take  into  consideration 
all  the  dimensions  of  your  foot:  how  a  shoe 
needs  to  fit  your  heel,  instep,  ball  and  waist. 

We  also  size  our  tennis  shoes  to 
match  your  foot's  precise  width,  not 
just  its  length. 

Finally,  we  equip  each  model 
with  its  own  Suspension  System:  a 
combination  of  patented  compo- 
nents that  delivers  the  exact  amount 
of  cushioning  and  stability  your  weight 
and  playing  style  demand. 

Our  tennis  shoes,  in  short,  offer  the  closest 
thing  possible  to  a  perfect  fit,  and  answer  all 
your  particular  needs. 

Except,  of  course,  the  need  for  a  120  mph 
serve.  For  that,  you  need  more  than  new  shoes 


new  balance 

A  more  intelligent  approach  to  building  shoes. 
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What  kind  of  shoe  do  you  need?  What  kind  of  tennis  player  are  you 
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Player 
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Player 


Hard  Court 
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Clay  Court 
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Extra  Shock 

Absorption 
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Drag  Toe 
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For  the  New  Balance  dealer  nearest  you,  call  1-800-253-SHOE. 


thinking  of  volunteering,  don't  worry 
about  giving  up  all  of  your  retire- 
ment— NESC  volunteers  are  uti- 
lized for  specific  projects.  One 
specialized  field  is  education: 
retirees  with  technical  backgrounds 
are  being  recruited  to  meet  the 
demand  for  qualified  math  and  sci- 
ence teachers  in  communities 
nationwide.  NESC  itself  is  a  non- 
profit funded  by  foundations,  corpo- 
rations and  individuals.  257  Park 
Ave.  South,  New  York,  NY 
10010;  212-529-6660. 

As  NESC  teachers  head  off  to 
school  this  month,  another  organiza- 
tion. Cities  In  Schools,  will  also 
be  gearing  up  for  another  academic 
year.  The  nation's  largest  nonprofit 
dropout  prevention  organization. 
Cities  In  Schools  has  innovative  pro- 
grams at  400  sites  around  the  coun- 
try. Its  premise  is  that  by  bringing 
kids  at  risk  the  human  services  they 
need — such  as  social  workers, 
employment  and  development  pro- 
grams— communities  can  spot  and 
prevent  trouble  before  it  starts. 
Cities  In  Schools  figures  that  for 
•every  $1  raised  by  the  private  sector 
to  support  the  program,  it's  able  to 
leverage  an  additional  $5  worth  of 
goods  and  services  for  the  communi- 
ty. Cities  In  Schools  is  also  behind 
one  of  the  more  imaginative  mar- 
riages of  corporate  resources  and 
public  welfare  in  schools  today. 
Several  corporations,  among  them 
Burger  King  and  Goldman,  Sachs, 
sponsor  "corporate  academies," 
alternative,  fully-accredited  public 
schools  for  kids  who  have  left  the 
system  behind  or  vice  versa.  These 
schools  offer  repositioned  social  ser- 
vices, individualized  attention,  men- 
toring and  o-ften  job  training  and 
placement.  Cities  In  Schools  has  col- 
lected their  three  decades  of  experi- 
ence in  a  training  curriculum  at 
Lehigh  University,  where  the 
National  Center  for  Partnership 
Development  trains  community 
leaders  from  around  the  country. 
401  Wythe*  St.,  Suite  200, 
Alexandria,  VA  22314-1963; 
703-519-8999. 


Many  kids  returning  to  school  this 
fall  will  bear  tales  of  summer  weeks 
happily  spent  at  that  venerable  insti- 
tution, summer  camp.  It's  arguable, 
however,  that  no  kids'  summer  camp 
memories  will  be  as  treasured  or  as 
valued  as  those  who  attended  The 
Hole  in  The  Wall  Gang 
Camp.  The  camp,  located  in  north- 
western Connecticut,  is  solely  for 
kids  with  cancer  or  blood  diseases 
whose  conditions  prevent  them  from 
attending  ordinary  summer  camps. 
Founded  by  Paul  Newman,  the 
camp  lets  kids  whose  illnesses  or 
treatments  (which  often  leave  them 
bald)  set  them  apart  enjoy  an  atmo- 
sphere where  they  are  just  one  of  the 
crowd.  With  expert  medical  care 
available  on-site  (but  thoughtfully 

Cities  In  Schools'  premise  is 
that  by  bringing  kids  at  risk 

the  human  services  they 
need — such  as  school  work- 
ers, employment  and  develop- 
ment programs — communi- 
ties can  spot  and  prevent 
trouble  before  it  starts. 

couched  in  a  turn-of-the-century  log- 
ging camp  setting  like  the  rest  of  the 
camp)  the  kids  are  allowed  to  do  just 
about  everything  and  anything 
they've  always  wanted  to  do.  Kids 
with  AIDS,  sickle-cell  anemia,  can- 
cer and  other  illnesses  are  finally 
able  to  be  treated  not  as  patients  but 
as  kids.  They  love  it.  Perhaps  the 
best  way  to  get  to  know  the  camp  is 
through  a  book  published  this  sum- 
mer, /  Will  Sing  Life  (Little,  Brown, 
$22.95),  an  anthology  of  writings  by 
kids  at  the  camp.  An  outgrowth  of  an 
innovative  program  by  camp  coun- 
selors Dahlia  Lithwick  and  Larry 
Berger,  who  led  poetry  workshops, 
the  book  is  intimate,  arresting  and 
humbling,  but  never  maudlin.  The 


authors  and  photographer  are  donat- 
ing their  share  of  profits  to  the  camp. 
You  can  help,  too:  555  Long 
Wharf  Drive,  New  Haven,  CT 
06511;  203-772-0522. 

Another  place  that  makes  the 
outdoors  accessible  to  kids  is  the 
Claude  Moore  Colonial 
Farm  At  Turkey  Run,  a 
National  Park  in  McLean,  Virginia. 
While  operating  an  18th-century 
farm  using  only  period  methods  and 
materials  not  seven  miles  from 
downtown  Washington  might  seem 
taxing  enough  for  a  small  but  stal- 
wart staff,  their  real  challenge  comes 
as  being  (what  they  believe  to  be) 
the  only  National  Park  funded 
entirely  by  private  donations. 
Instead  of  summer  campers,  howev- 
er, they  cater  to  school  kids.  Farm 
publicist  Moira  Arsenault  explains 
that  it's  good  for  people  visiting 
D.C.  to  see  that  not  everyone  in  the 
1700s  lived  like  George  Washington. 
The  majority,  in  fact,  lived  simply,  a 
lifestyle  the  Claude  Moore  Farm 
works  hard  to  preserve. 

Oddly  enough,  the  farm's  great- 
est threat  came  during  this  century, 
when  the  National  Park  Service 
planned  to  close  the  farm  before  it 
was  saved  by  a  local  citizens  group 
with  a  generous  gift  from  Dr. 
Claude  Moore.  Today,  over  300  vol- 
unteers and  countless  other  support- 
ers work  to  keep  this  tiny  anomaly 
thriving,  tending  to  crops  and 
breeds  which  themselves  date  back 
to  the  1700s:  tobacco,  corn  and 
wheat,  and  bronze-back  turkeys, 
Ossabaw  Island  hogs  and  red  Devon 
cattle.  A  more  down-to-earth  spot 
inside  the  beltway  would  be  hard  to 
find:  where  else  in  Washington 
would  a  reporter  encounter  a  tiny, 
extremely  excitable  (and  protective) 
pig  roaming  the  hallway.''  (Don't 
answer.)  Claude  Moore 
Colonial  Farm  At  Turkey 
Run,  6310  Georgetown  Pike, 
McLean,  VA  22101;  703-442- 
7557. m 

LlAM  Callanan  is  a  writer  living  in 
Alexandria,  Va. 
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Bogeys:  The 

Bad  And  The 

Beautiful 


In  the  1939  Open,  Sam  Snead, 
with  his  best  chance  to  win  the  title 
he  never  won,  was  done  in  by  a  lack, 
of  information.  Those  were  the  hal- 
cyon days  before  electronic  score- 
boards, trailing  reporters  and  talk- 
ing heads  in  the  booth.  The  final 
round  of  the  Open  consisted  of 
sending  the  players  out  in  no  partic- 
ular order  to  play  36  holes,  and  after 
toting  up  all  the  scores,  the  champi- 
on was  crowned. 

So  Snead  came  to  the  17th  hole 
figuring  a  par-par  finish  would  give 
him  281  strokes,  which  would  tie  for 
the  lowest  Open  finish  ever,  which 


The  Golf  Bag 


By  Jamks  Y.  Bari  i.k  I  I 


final-hole  bogeys  that  snatched 
defeat  from  the  jaws  of  victory.  One 
thinks  of  Arnold  Palmer's  last-nine 
collapse  in  the  1966  U.S.  Open  at  the 
Olympic  Club  in  San  Francisco, 
when  he  blew  a  seven-shot  lead  with 
a  variety  of  creative  bogeys  to  lose  to 
Billy  Casper. 

'  But  Palmer  himself,  who  con- 
cedes that  blowing  big  leads  is  what 
the  U.S.  Open  is  all  about  (just  ask 
Gil  Morgan,  this  year's  Heartbreak 
Kid),  cites  the  '61  Masters  as  his 
dimmest  moment.  After  a  booming 
drive  on  the  last  hole  of  that  tourna- 
ment. Palmer  stood  in  the  middle  of 
the  18th  fairway, 
knowing  he  just 
needed  a  par  four  to 
beat  Gary  Player, 
who  was  sitting  in 
the  clubhouse.  Ar- 
nie  dumped  his 
approach  into  the 
he  believed  should  be  enough  to  right-hand  bunker,  bladed  the  ball 
win.  He  bogied  the  17th,  and  sud-  across  the  green,  chipped  up  and 
denly  was  panicked  into  believing  he  two-putted  for  a  six,  losing  the  Mas- 
needed  a  birdie  at  the  par-five  last  to  ters  by  a  stroke, 
beat  Byron  Nelson,  who  was  already  There  are,  of  course,  dozens  of 

in  the  clubhouse.  In  fact,  he  held  a      similar  examples  through  the  ages  of 
two-stroke  lead.  the  Bogey  Man  striking  at  just  the 

His  drive  found  the  rough.  Try-  wrong  time.  My  particular  favorite  is 
ing  to  get  home  in  two,  he  tried  a  the  35  Kel  Nagel  recorded  at  the 
dangerous  wood  and  dumped  the  ninth  hole  in  the  second  round  of 
shot  into  a  fairway  bunker.  Desper-  the  1969  Alcan  tournament  in  Port- 
ate  now,  he  tried  another  high-risk  land,  Oregon, 
shot  and  embedded  the  ball  in  some 
new  turf  on  the  lip  of  the  bunker. 
From  there,  he  chopped 
out  into  another  green- 
side  bunker.  It  was  at 
this  point  that  someone 
finally  told  him  where 
he  stood:  an  up-and- 
down  would  tie  Nelson. 
But,  with  a  bad  lie 
in  the  bunker  and 
steam  rising  from  his 
ears,  Snead  could  do 
no  better  than  an  eight 
on  the  hole.  An  eight 
where  a  conservative 
five  or  an  easy  six 
would  have  won. 

The  history  books  of 
golf,  of  course,  are  load- 
ed with  painful  stories  of 


Nagle  really  made  a  par  at  the 
hole,  but  his  scoring  partner  inadver- 


The  notorious  Colonel  Rofiey? 
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tently  placed  his  front-nine  total  of 
35  in  the  box  where  the  score  for  the 
ninth  hole  should  have  gone.  When 
Nagle  signed  his  scorecard  without 
correcting  the  mistake,  the  Rules  of 
Golf  said  his  near-tridecahedral 
bogey  had  to  stand,  giving  him  a  105 
for  the  round  and  a  quick  exit  for  the 
weekend. 

What's  peculiar  about  all  this  is 
that  "bogey"  is  a  bastardization  of 
the  concept  of  one  bad  stroke  more 
than  par.  Across  the  pond  in  the 
mists  of  ancient  time,  bogey  was 
originally  considered  the  score  which 
a  first-class  golfer  would  make  on  a 
particular  hole:  what  we  today  con- 
sider "par." 

But  as  golf  moved  from  featherie 
balls  to  gutta-percha  and  then  to  rub- 
ber core,  and  clubs  from  hickory  to 
steel  shafts,  good  golfers  began  mak- 
ing better  scores.  And  since  tradition 
dies  hard  in  the  Empire,  the  stan- 
dards of  "bogey"  were  slow  to  keep 
up  with  this  march  of  progress.  On 
most  courses  there  were  three  or 
four  holes  on  which  the  "bogey" 
score  actually  meant  one  stroke 
'more  than  par.  As  the  Scottish  golf 
historian  Robert  Browning  sniffed 
in  his  1950's  book  A  History  Of  Golf: 
"Unluckily  this  seems  to  have 
given  American  golfers  the  idea 
that  'bogey'  is  one  over  par  at  every 
hole,  with  the  result  that  on  the 
western  side  of  the  Atlantic  'bogey' 
has  become  a  term  of  contempt." 

When  golf  consisted  only  of 
medal  play,  overall  scores  weren't 
important.  One  competitor  merely 
had  to  win  more  individual  holes 
than  his  opponent  to  win  the  match. 
(Hence  final  scores  like  "4  and  3" — 
meaning  a  four-hole  lead,  which 
would  be  insurmountable  with  three 
holes  to  play.") 

Browning  later  writes  that  when 
stroke  play  became  more  and  more 
popular  in  the  late  19th-century 
English  clubs,  everyone  began  to 
•  figure  out  the  scratch  scores  that  this 
bogey  fella  ^YOuld  shoot.  At  the 
United  Services  Club  at  Gosport,  for 
example,  every  member  had  to  hold 
a  rank  in  the  armed  services;  thus 
the  scratch  (or  "par")  score  was 
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Playing  it  as  it  lays,  on  the  final  hole  in  Leeds. 


whimsically  attributed  to  one 
"Colonel  Bogey." 

All  well  and  good,  but  as  a  believ- 
er in  the  mystical  element  of  the 
game,  I  did  some  further  digging. 
My  Oxford  English  Dictionary  lists  the 
word  "bogy,"  says  the  etymology  of 
the  word  is  unknown  and  ancient, 
and  lists  the  definition:  "as  [a]  quasi- 
proper  name:  The  evil  One,  the 
Devil."  Uh-oh. 

Of  course,  not  all  bogeys  are  dia- 
bolical. Tom  Kite,  during  his 
extraordinary  final  round  of  72  at 
Pebble  Beach  last  June,  made  what 
he  later  called  "a  wonderful 
bogey"  at  the  par-four  ninth.  He 
had  hung  his  approach  shot  to  the 
par-four  green  out  over  the  cliffs, 
expecting  the  ferocious  winds  to 
blow  it  back  in  vicinity  of  the 
green.  For  some  reason,  they 
didn't,  and  the  ball  fell  into  the 
gulch  down  below  the  green. 

Kite  was  lucky  to  find  the  ball, 


luckier  to  have  a  play  and  luckiest  to 
get  the  ball  back  onto  the  green  with 
his  wedge.  A  careful  two-putt  gave 
him  the  bogey,  and  Kite  winked  at  a 
reporter  as  he  headed  to  the  next  tee. 
"Some  bogeys  are  better  than  oth- 
ers," he  said. 

Interesting  concept.  I  asked  Jack 
Nicklaus  if  he  had  ever  made  any 
"wonderful  bogeys,"  and  he  could 
recall  three  in  his  storied  career. 

In  the  72  Open  at  Pebble  Beach, 
final  round,  Jack  had  a  testy  eight- 
footer  for  bogey  at  the  par-three 
12th,  while  two  holes  away,  at  almost 
exactly  the  same  moment,  Arnold 
Palmer  had  an  eight-footer  for  birdie 
on  the  14th.  If  Arnie  made  his  and 
Jack  missed,  the  lead  would  change 
hands,  and  Palmer  would  be  off  on 
one  of  his  patented  charges.  Of 
course,  Jack  made  his  bogey,  Arnie 
missed  the  bird,  and  Nicklaus 
strolled  home  to  win. 

In  the  storied  '86  Masters,  his  last 


major.  Jack  had 
birdied  nine,  ten  and 
eleven,  and  the  fans 
were  going  nuts.  But 
the  short  12th,  as  it 
usually  does,  proved 
testy,  and  again.  Jack 
was  faced  with  a 
tricky  downhiller  for 
his  bogey  four. 

"I  knew  I  needed 
it  if  I  was  going  to 
have  any  shot  at  win- 
ning," Jack  recalls. 
"Make  a  five  there 
and  there's  just  too 
much  ground  to 
make  up."  He  made 
it,  of  course,  and  an 
hour  or  so  later  the 
angels  wept. 

Nicklaus's  last 
great  bogey  came  in 
his  last  PGA  Tour 
win,  at  the  '84  Memo- 
rial on  his  own  course 
at  Muirfield  Village. 
---  Nursing  a  one-shot 

lead,  Jack  stepped  up 
to  the  tee  on  the  17th 
on  Sunday  and  hit  one 
of  the  worst  shots  of 
his  career,  a  push-slice  that  zoomed 
out  of  bounds  and  came  to  rest  on 
somebody's  backyard  deck.  Calmly 
re-loading.  Jack  nailed  his  third 
stroke  down  the  fairuay,  rifled  an  iron 
onto  the  green  and  sank  a  25-footer 
for  his  all-world  bogey.  That  got  him 
into  a  playoff  with  Andy  Bean,  who 
had  no  chance,  no  chance  at  all. 

In  the  1974  English  Amateur 
Strokeplay  Championship,  played  at 
the  Moortown  golf  club,  near  Leeds, 
a  young  man  named  Nigel  Denham 
somewhat  overcooked  his  approach 
shot  to  the  18th  hole.  His  ball  flew 
the  green,  bounced  on  a  pathway,  car- 
omed through  the  open  door  of  the 
clubhouse,  smacked  into  a  wall  and 
came  to  rest  on  the  floor  of  the  bar. 

Keeping  his  upper  lip  stiff,  Den- 
ham consulted  with  the  local  rules 
and  learned  that  the  clubhouse  was 
not  out-of-bounds,  but  was  an 
obstruction  from  which  no  relief  wasj 
possible.  So  he  decided  to  play  it  as  i^ 
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lies.  He  was  asked  to  remove  his 
spikes  within  the  lounge,  as  gentle- 
men must,  but  after  moving  some 
tables,  chairs  and  one  or  two  dozen 
sodden  Englishmen  out  of  the  way, 
had  room  to  swing.  Denham  then 
opened  the  window  fronting  the 
18th  green  and  made  a  smart  chip 
through  the  window  and  onto  the 
green,  12  feet  from  the  pin.  The  bar 
erupted,  as  one  might  expect,  in 
huzzahs  and  exultations,  and  it  is 
hoped  that  someone  put  a  fresh  pint 
into  the  young  man's  hands. 

Unfortunately,  history  does  not 
record  whether  or  not  Denham 
made  his  putt.  It  does  say,  however, 
that  eventually  his  case  was  referred 


/  asked  Jack  Nicklaus 

if  he  had  ever  made 

any  ''wonderful 

bogeys, "  and  he  could 

recall  three  in  his 

storied  career 


to  the  Rules  of  Golf  Committee  of 
the  Royal  &  Ancient  Golf  Club  at  St. 
Andrews  for  a  decision.  The  ancient 
gnomes  of  this  committee,  obviously 
having  no  appreciation  for  either 
pluck  or  creativity,  decreed  that 
Denham  should  have  been  penal- 
ized two  shots  for  opening  the  win- 
dow, thus  altering  an  integral  part  of 
the  immovable  obstruction.  Those 
two  strokes,  of  course,  would  have 
sent  Denham  squarely  into  bogey- 
land,  no  matter  the  result  of  his 
ensuing  putt. 

It  is,  I  think,  just  one  more  piece 
of  evidence  that  behind  those  sand- 
stone walls  in  St.  Andrews  the  Evil 
One  sits,  cackling  in  hideous  glee  at 
all  the  flailing  going  on  outside.  89 

James  Y.  BartlettV  second  golf- 
ing mystery.  Death  From  The  Ladies' 
Tee,  was  recently  published  by  St.  Mar- 
tin 's  Press. 
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Americans  still  distrust  wine, 
despite  all  its  recent  favorable 
press.  We  know  wine  perks  up 
the    appetite:    a 
glass      of      wine 
stimulates  diges- 
tion and  flushes 
the  blood  of  the 
sludge  that  caus- 
es heart  disease.  (According  to 
recent  reports,  red  wine  may 
stave   off  heart   attacks,   as   it 
seems  to  do  for  the  French.)  Two 
glasses  of  wine  make  you  wittier 
and   your   dinner   companions 
more  attractive. 

Yet  most  Americans  are  daunt- 
ed by  the  prospect  of  choosing 
the  "right"  wine,  nowhere  more 
than  in  fancy  restaurants.  Little 
wonder,  what  with  disapproving 
sommeliers  dangling  hardware 
and  extortionate  markups.  In  the 
high-stakes  world  of  haute  din- 
ing, the  wrong  wine  choice  can 
result  in  loss  of  face  and  shirt. 

In  short,  wine,  like  sex,  is 
cheaper  and  safer  at  home. 

The  question  is,  what  to  serve 
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Real  Wine  For 
Real  People 


By  Stephen  Tanzkr 


chez  vous}  It's  easy  enough  for 
the  wine  texts  to  suggest  pairing 
Le  Montrachet  with  homard  a 
ramericaine,  but  in  the  privacy  of 
our  kitchens  most  of  us  are  more 
likely  to  sit  down  to  turkey  loaf 
and  corn  niblets,  a  dish  which, 
everyone  knows,  is  best  con- 
sumed with  the  World  Series 
blaring  in  the  background  and  a 
bottle  of  Beaujolais  at  hand.  As 
part  of  my  exhaustive  research 
for  this  report,  \  recently  polled 
some  professional  winos  and 
foodies  of  my  acquaintance  as  to 
what  they  drink  with  dinner 
when  they're  off  duty,  at  home. 
They  gave  me  combinations  like 
sauteed  soft  shells  with  viognier. 


takeout  mu  shu  chicken  with 
cheap  white  Graves,  beef  stew 
and  Hermitage.  Unfortunately, 
when  I  asked  these  experts  for 
the  principles  behind  their  pref- 
erences, the  most  they  could 
venture  was,  "I  don't  know,  it 
just  tastes  good  to  me." 

The  point  is  that  however 
earnestly  writers  attempt  to  come 
up  with  generalizations  on  the 
subject,  pairing  food  and  wine  is 
an  art,  not  a  science.  There  are  no 
immutable  rules:  if  you  like  it 
enough  to  try  it  again,  it's  a  suc- 
cessful combination.  Still,  if  you 
take  a  moment  to  consider  a 
wine's  flavors,  texture,  weight 
and  level  of  acidity,  you'll 
improve  your  odds  of  success. 

The  age-old  pairings  found  in 
regional  cuisines  are  more  than 
cliched  coincidence:  certain 
foods  and  wines  share  affinities 
bred  by  their  common  origin.  For 
instance,  classic  Chablis  is  liter- 
ally grown  on  chalky  soil  made  of 
decomposed  seashells,  so  it's  no 
accident  that  this  wine  works 
magic  with  raw  oysters.  By  the 
same  token,  pungent,  grassy 
Sancerre  ultimately  derives  from 
the  same  dirt  as  that  town's  pun- 
gent, grassy  chevres.  The  herbal 
scents  featured  in  Proven yal 
cooking — thyme,  rosemary, 
olive — resonate  in  the  region's 
red  wines.  Applying  this  princi- 
ple of  nature,  you  can  create  your 
own  flavor  affinities:  do  steak  au 
poivre  with  a  peppery  cabernet  or 
syrah;  use  an  apple  or  apricot 
gla/.e  for  grilled  pork  tenderloin 
and  serve  it  with  a  slightly  sweet, 
fruity  Mosel  riesling. 

If  there's  one  characteristic 
the  most  versatile  food  wines 
share,  it's  crisp  acidity:  fresh 
acids  cleanse  the  palate  by  cut- 
ting through  fish  oil,  fatty  meat, 
cream  sauces.  Although  I  gener- 
ally prefer  completely  dry  wines 
with  my  meal,  slightly  sweet 
examples  can  be  equally  satisfy- 
ing with  many  dishes,  providcil 
the  sweetness  is  held  in  check  1)\ 
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ithe  vibrancy  of  juicy  acids.  Sharp 
wines  with  bubbles  can  finesse 
difficult  textures:  Champagne 
with  deep-fried  appetizers, 
bone-dry  vinho  verde  with  oily 
mackerel  or  sardines.  Tannic 
wines,  on  the  other  hand,  seem 
best  suited  for  meat,  highly  sea- 
soned fowl,  or  dry,  salty  cheeses. 
Sometimes  contrasting  flavors  or 
textures  are  just  as  inspired  as 
pairings  of  like  with  like:  try 
sweet,  luscious  wines  like 
Sauternes  and  Quarts  de  Chaume 
with  salty,  acidic  blue  cheese. 

One  more  cheering  fact  about 
adaptable  food  wines:  they're 
usually  the  most  accessible.  For- 
get about  the  fancy  labels  and 
the  20-year-old  bottles.  Forget 
the  tannic,  oaky,  high-octane 
monsters  that  too  many  produc- 
ers worldwide  are  making  today 
to  flag  the  attention  of  jaded  col- 
lectors. The  truth  is  that  the 
lighter,  simpler  meals  we  cook  at 
home  are  better  served  by  a  host 
of  young  and  generally  inexpen- 
sive wines — the  kind  most  folks, 
.if  they've  put  away  a  few  bottles, 
will  probably  find  moldering  on 
their  wine  racks  right  now.  And 
if  you  can't  locate  a  Chianti  or  a 
Macon-Villages  in  your  closet, 
you'll  find  current  vintages  all 
over  retail  shelves. 

In  the  following  paragraphs, 
I've  listed  examples  of  happy 
pairings  of  beverages  and  dishes 
selected  from  your  eight  basic 
home  food  groups. 

Pasta  and  pizza:  Fresh,  fruity 
but  dry  reds  like  Dolcetto  and 
Beaujolais  are  made  for  pizza. 
Dolcetto's  cousin  from  the  Pied- 
mont, the  rather  acidic  Barbera, 
is  also  fine^'with  pizza  and  just 
about  the  perfect  mate  for  pastas 
in  red  sauce.  A  slightly  fuller- 
bodied  Cotes  du  Rhone  also 
works  well  with  the  above,  and  is 
especially  good  for  meat  sauce.  If 
your  pasta  is  heavy  on  garlic  and 
olive  oil,  the  austere,  bitter- 
edged  roses  of  Provence  will 
wipe  your  palate  clean.  For  cream 
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When  there's  a  grill,  there's  a  way:  Beaujolais 


sauces,  crisp,  lighter-weight  but 
intensely  flavored  whites  like  dry 
riesling,  Sancerre  or  smaller- 
scaled  Burgundy  from  lesser  vin- 
tages will  do  the  trick.  The  Loire 
Valley's  Savennieres  and  dry 
Vouvrays  also  offer  bracing  acidi- 
ty that  complements  these  dish- 
es. Many  richer  whites,  though, 
cloy  with  creamy  pastas. 

Rabbit  food:  Salads  are  mine- 
fields, as  vinegar  explodes  wine. 
Dry,  high-acid  whites  (cool-year 
Alsace  riesling  or  Sancerre)  may 
succeed  if  your  salad  is  served  as  a 
first  course,  but  softer  wines  tend 
to  get  bent  out  of  shape.  For 
greens  served  after  the  main 
course,  consider  using  wine  rather 
than  vinegar  in  the  dressing — or 
drink  water.  Try  sharp  whites  or 
light,  fruity  reds  like  Beaujolais  or 
youthful  Chianti  with  crudites. 
One  lovely  pairing  is  Portugal's 
fizzy  vinho  verde  with  salade 
nigoise:  the  wine's  spritz  slices 
through  garlicky  vinaigrette  and 
hard-boiled  egg,  and  its  lively 
acidity  and  low  alcohol  counteract 
the  intense  saltiness  of  anchovy. 
Fresh  asparagus  with  New 
Zealand's  more  herbaceous 
chardonnays  is  a  natural;  the  pun- 
gent dry  muscats  of  Alsace,  nor- 
mally savored  as  aperitifs,  are 
among  the  only  wines  that  can 


mollify  the  prickly 
artichoke. 

Swimmers'. 
Along  with  the 
aforementioned 
raw  oysters  and 
Chablis,  a  miner- 
ally  marriage  with 
a  long  history, 
Muscadet  is  an- 
other classic  part- 
ner for  oysters 
and  mussels.  Cold 
shellfish  salads 
are  quite  wine- 
friendly:  try  Cha- 
blis, a  delicately 
sweet  German 
riesling  or  a  dry 
version  from 

Alsace.  Cham- 
pagne goes  well  with  lump  crab- 
meat,  while  a  ripe,  smoky,  nutty 
California  chardonnay  is  just 
what  Dungeness  crab  deserves. 
Delicately  flavored  fish  like  sole, 
flounder,  and  trout  are  best 
accompanied  by  lighter-bodied 
whites  (Chablis  without  pedi- 
gree, pinot  grigio,  pinot  blanc 
from  Alsace);  a  high-alcohol,  oak- 
aged  California  chardonnay,  on 
the  other  hand,  would  blow  them 
out  of  the  water.  Fattier  or  fishier 


swimmers  (salmon,  striped  bass) 
or  fish  cooked  in  richer  sauces  cry 
out  for  wines  with  sharp  acidity: 
Pouilly-Fume  or  Sancerre,  Alsace 
riesling  or  Champagne  will  leave 
no  oily  residue  on  your  palate. 

Forget  what  you've  heard 
about  serving  only  white  wine 
with  fish.  Dry  roses  and  crisp, 
lighter  reds  like  cool-vintage 
Beaujolais  and  smaller-scaled  red 
Burgundy  are  remarkably  versa- 
tile with  a  wide  range  of  fin  fish. 
Grilled  salmon  and  Oregon  or 
California  pinot  noir  is  a  West 
Coast  favorite;  red  Loire  Valley 
wines  (Chinon,  Bourgeuil)  are 
another  option.  But  do  avoid  tan- 
nic reds:  tannins  and  fish  oils 
collide  on  the  palate  to  produce  a 
nasty  metallic  taste. 

Flyers:  Roast  chicken  is  a  no- 
brainer,  flexible  enough  to  toler- 
ate an  astounding  range  of  crisp, 
lighter-bodied  reds,  roses  and 
whites.  (Only  very  sweet  wines, 
it  seems,  will  murder  most  fowl.) 
Try  Beaujolais  or  light  pinot  noir 
with  your  Thanksgiving  turkey. 
If  your  bird  is  particularly 
gamey,  or  served  with  cranber- 
ries, red  zinfandel  is  a  classic  all- 
American  pairing.  One  of  my 
favorite  combos  is  roasted  game 


A  General  Tso  selection:  dryer-styled  riesling  to  go. 
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bird  and  red  Burgundy,  the  older 
the  bird  the  more  flamboyant  the 
Burgundy.  Burgundy  with  duck 
is  no  canard  either,  though 
wilder  versions  are  also  superb 
with  the  spicy,  syrah-based  Her- 
mitage and  Cote-Rotie. 

Grills:  With  barbecued  spare 
ribs,  a  robust  zinfandel  or  caber- 
net from  California  is  con- 
tentious enough  to  stand  up  to 
the  sauce;  at  the  same  time,  the 
wine's  tannins  can  chew  the  fat. 
A  wide  range  of  lively  young  reds 
refresh  with  grilled  burgers; 
Beaujolais  and  grilled  sausage  is 
a  celebrity  duo  from  Lyon  to  Los 
Angeles.  Lamb  chops  done  with 
thyme  and  rosemary  are  sensa- 
tional with  a  maturing  Rioja 
reserva.  Try  Manzanilla  sherry 
with  grilled,  unpeeled  shrimp. 
Keep  in  mind  that  aromatic 
mesquite  and  other  designer 
woods  can  overwhelm  less 
assertive  wines;  these  grills  need 
the  herbal,  spicy  intensity  of  reds 
like  California  cabernet,  Bandol, 
and  Cote-Rotie. 

Cholesterol:  Given  red  wine's 
demonstrated  knack  for  raising  the 
ratio  of  good  HDL  cholesterol  to 
the  dangerous  LDL  variety,  a 
glass  or  two  of  red  wine  with  meat 
can  be  just  what  the  doctor 
ordered.  Roast  lamb  and  Bordeaux 
are  traditional  partners,  but  the 
subtle  sweetness  and  complexity 
of  red  Burgundy  is  every  bit  as 
effective.  Steaks  are  bloody  good 
with  claret,  too.  For  macho  types 
who  shoot  their  own  dinners, 
large-scaled  reds  like  Hermitage 
and  Barolo  are  potent  enough  to 
tame  most  venison  and  wild  boar. 
The  biggest  reds  from  the  Rhone 
Valley  and  the  Piedmont  also  add 
drama  to  hearty  winter  stews  and 
casseroles.  And  as  Hannibal 
Lecter  noted,  nothing  beats  a  good 
Chianti  with  liver  and  fava  beans. 

Takeout  Chinese:  Many  wine 
experts  single  out  pungent, 
heady  gewurztraminer  as  the 
choice  for  Chinese  food,  but 
wines  from  this  variety  are  typi- 
cally too  high  in  alcohol  and  too 


low  in  acidity  to  refresh  for  very 
long.  Highly  spiced  Szechuan  or 
Hunan  food  is  a  challenge  (you 
may  get  away  with  Sancerre  or  a 
chilled  Cotes  du  Rhone  red),  but 
moderately  spiced  dishes  work 
well  with  roses,  dryer-styled  Ger- 
man riesling,  dry  Vouvray  and 
Savennieres.  Milder  Cantonese 
and  Mandarin  cooking  is  just  fine 
with  a  range  of  dryish  whites; 
pinot  blanc  from  Alsace  is  easy  on 
the  palate  and  pocketbook. 
Champagne  is  a  textural  antidote 
to  just  about  any  deep  fried 
object  on  a  Chinese  menu. 

Dessert:  On  the  subject  of  sweet 
wine  and  dessert,  I'm  all  for  'em, 
but  one  at  a  time.  Syrupy-sweet 
desserts  wage  war  on  wine;  so  do 
citric  fruits.  The  intense  sweet- 
ness and  background  bitterness  of 
most  chocolate  desserts  is  a  dead- 
ly combination  for  wine.  Many  a 
chef  has  gone  down  in  flames  try- 
ing to  combine  the  odd  bottle 
with  a  chocolate  concoction:  do 
not  attempt  this  at  home.  I  have. 


however,  enjoyed  tannic  young 
port  or  very  sweet  sherry  with 
chocolate  desserts,  and  there  are 
those  who  maintain  that  Banyuls 
from  Southern  France  is  made  for 
chocoholics. 

I'd  much  rather  pick  the 
dessert  to  showcase  a  great  sweet 
wine  than  the  other  way  around: 
fresh  fruit  tart  (apple,  pear,  apri- 
cot, peach)  is  the  ultimate  foil  for 
a  great  rot-ennobled  wine  from 
Sauternes,  the  Loire  Valley  or 
Germany.  Creme  brulee  works 
with  an  oaky  Sauternes,  as  can 
almond  tart  or  pecan  pie.  Why 
not  practice  serial  gluttony:  a 
late-harvest  Vouvray  with  Roque- 
fort, then  dessert,  or  dessert  fol- 
lowed by  tawny  port  with  a  dish 
of  almonds.  SB 

Stephen  Tanzer  is  editor  and 
publisher  of  The  New  York  Wine 
Cellar,  a  32-page  bimonthly  news- 
letter covering  the  world's  fine  wines. 
Annual  subscription:  $48.  For  more 
information,  call 212-772-0454. 
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New  Kid  On 
The  Range 


"Mr.  Sghutte" 

If  you  had  to  name  the  one,  tmly  unique  American  icon 
it  would  be — no,  not  the  golden  arches — the  cowboy.  (The  one  who 
herds  them  toward  the  golden  arches.)  The  cowboy  is  the  quintessential 


American:  the  loner,  adventurer,  rugged  individual- 
ist, hero.  The  artist  who  captures  the  cowboy,  cap- 
tures the  American  soul.  Once  it  was  Frederic 
Remington.  Now  it  is  William  Matthews. 

Matthews,  of  Denver,  Colo.,  is  a  prolific  and  var- 
ied wa'tercolorist.  He's  done  landscapes  of  Scot- 
land, Morocco,  Spain,  Ireland,  California,  the 
American  West,  Maine,  all  over.  These  sell,  but  it  is 
his  cowboys  that  sell  out.  They  hang  on  walls  in  the 
homes  of  Sandra  Day  O'Connor,  Ralph  Lauren, 
James  Taylor,  Senator  Alan  Simpson,  John  Irwin, 
Nick  Brady  and  others. 

"I  don't  think  of  these  as  classical.  Western  nar- 
rative paintings,  like  Remington  or  Charley  Rus- 
sell," he  says.  "More  as  vignettes  of  American  work- 


ing men.  My  attitude  toward  the  aesthetic  is  to 
make  them  as  elegant  and  respectful  as  possible." 

There  is  a  spaghetti  Western  effect  at  work  here: 
Italian  chiaroscuro  technique  applied  to  American 
subjects.  Also,  classical  Japanese  sumi-e,  which  has 
its  roots  in  Japanese  calligraphy  and  bamboo  paint- 
ing. "What  I  love  about  watercolor  is  the  quality  of 
the  brushstroke,"  he  says,  "and  the  Japanese  are 
the  ones  who  developed  that." 

Matthews  is  hot  right  now.  The  Ritz-Carlton  hotel 
in  Aspen  has  just  commissioned  him  to  do  15  cowboy 
paintings  to  hang  in  its  bar.  A  calendar  is  out,  and  sell- 
ing briskly.  His  shows  are  getting  crowded.  The  one 
in  Washington,  D.C.,  last  June  was  a  major  draw. 

Thought  you  should  know. 
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'Scott  Brown" 


"QuiEN  Sabe" 


For  upcoming  show  information 

and  available  paintings, 

contact  Patricia  Boswortii  Childs, 

William  Matthews  Gallery, 

1617  Wazee  St.,  Denver,  CO 

80202.  303-534-1300. 

Fax:  303-534-2853.  Etchings 

range  from  $150-$500,  paintings 

from  $  1, 000-$  1 0,000.  ffl 


"Heading  up  to  French  Glen" 
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Give  cold  the  snap  you  don't  see  every 
day  witn  our  Regatta  Sport  anorak  in 
Gurkna  tan,  265.00  Layers  or  warmtn 
start  witn  a  nandknit  crewneck  in  navy, 
spruce,  plum  and  wnite,  150.00  Botn 
cotton,  M,  L,  XL,  jacket  witn  a 
Dutton-in  liner  quilted  in  acetate. 
Fiftn  Avenue.  Red  Rose  Service 
Personal  Shopping,   1-800-348-6940 


UeSIGNA'TUREof 

American 


Little  things  meat!  a  lot 
when  they  're  this  handy — the 
tidy  pochette  c\ch  from  Louis 
Vuitton  holds  keys,  money  and  more. 
$105.  For  catalogue  and  store  infor- 
mation call  800-285-2255. 


Dynamic    Duo:    this 

briefcase  from  Cartiers 

Panther  collection  comes 

complete  with  a  separate 

change  purse  to  match  the  bag's  colorful  lining. 

$1,475.  Call 800-CARTIER  to  order 


Double  Duty 

A  woman's  work  is  never  done — 
unless  she  tackles  it  with  dual- 
purpose  tools,  like  these  smart 
accessories  with  multiple  uses. 
On  any  busy  day  you've  got  to  be 
in  two  places  at  once,  doing  two 
things  at  the  same  time — why  not  ] 
have  a  watch,  a  briefcase,  even 
makeup,  that  can  do  the  same? 
Functional  is  fine,  but  versatile  is 
better.  Get  double  the  service  in 
half  the  time,  ffl 


B'i'    Mark    Grischke 
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Seeing  Double:  spectacles  become 
sunglasses  with  a  simple  clip, 
from  Oliver  Peoples.  $210.  At 
20120,  Nem'  York;  Georgetown 
Opticians,  Washington,  DC; 
and  Oliver  Peoples,  Los  Angeles. 
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I  he  Original 

Swiss  Ann Y 

Knife  by 

Victorinox  is  noiai 

chic  in  sterling 

silver  $95. 

Call800-442A 

2706  for  storesA 
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Desk  Set:  the  checkbook-size 
Rolodex  Personal  Planner  has  an 
electronic  keyboard,  plus  a  six-ring 
binder  for  calendars,  envelopes 
and  maps.  $130.  800-727-7656. 
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(-Unique's  Beyond  Kliisher/or 
cheeks,  (yes.  lips,  $15;  l.ancfime's 
Imanance  tinted  Protection  Ctrme 
with  SPF  8,  $25  (both  at  beauty  coun 
te/s);  and  Rou^c  Sublime  Ricolor 
Oeatment  i.ip.-itick,  $18  at  Cue/lain, 
^82-8820. 


Two  11  men  lim fling's 
steel  and  gold  1  )ii()f4raph 
marks  the  time  at  home 
while  the  hour  hand  adjusts 
to  local  time  zones.  $.-1,000. 
Geiss  and  Sons,  Chaile.^ton. 
SC;  I'raditional .lewelets, 
Newport  Peach,  Ca. 
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BORSHEIMS 


FORTUNOFF 

NY,  NJ 


KRIGEL'S 

KANSAS  CrXY 


est  une  legende, 
le  symbole  de  la 
mode  frangaise, 
rhomme  de  la  modernite 

avec  la  vision  du  futur, 

pierre  cardin 


un  createur  sans 


')') 


frontiere,  dynamique. 


Pierre  Cardin. 
The  mystique  of  France. 

The  energy  of  America. 
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Why  Ross  really 
pulled  out 


he  Pcror  collection  of  memorabilia 
housed  on  the  17th  floor  of  the  Perot  Systems 
building  in  Dallas,  you  already  knew  about.  It 
has  been  described  as  "part  l.ouxre,  part  yard 
sale  and  part  Smithsonian."  He  is  fond  of 
showing  visitors  his  Norman  Rockwells,  the 
Ciilbert  Stuart,  the  Rcarfcrs  Dii^esf  with  the 
'I'horeau  c|uote  about  how  the  mass  of  men 
lead  lives  of  (|uiet  desperation,  that  led  him  to 
c|uit  IBM.  I^a^les  ,<i;alore,  a  Roy  Scout 
Handbook  from  1*^>1(),  the  teleiz;ram  announc- 
ing; his  appointment  to  the  l;.S.  Naval 
Academy.  Last  summer,  when  we  thought  he 
really  meant  it  about  runninti,  for  President, 
we  sent  our  photographer  down  to  Dallas  to 
cai')ture  the  man  and  his  memorabilia.  We  ^ot 
more  than  we  bar<!;ained  for.  The  [ihoto.^ra- 
pher  pushed  the  wron^  elevator  button  and 
,ii;ot  out  instead  on  the  l(Sth  floor,  where  he 
found  the  presidential  pretender  admiring;  his 
secret  collection  of  Perotic  art.  Before  the 


'crot  seciuitv  i 


clearly 


lis  shot  of  a 
li  to  shield  the 


most  recent  accpusition. 


Boucher's  "I /()tlalis(|ue  Brune."  The  very 
next  day,  he  withdrew  from  the  race,  claimi 
lieVl  accomplished  his  objectives.  Uh  huh. 
Why  Ross  Perot,  you  dirty  old  lluiii'j^.  IS 


Jones 


You  can  give  me 

the  Monterey  Peninsula  any 
time.  It  is  one  of  the  best 
places  in  the  world  for  two  of 
my  favorite  things — racing  and 
golf.  Pebble  Beach  and  Lagu- 
na  Seca,  within  an  easy  hour  of 
each  other.  Can't  ask  for  much 
more  than  that. 

So,  when  I  got  an  opportunity 
in  July  to  go  up  there  from  my 
home  outside  Los  Angeles, 
I  jumped  at  it.  Especially 
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The  Viper, . .  uncoiled. 


because  the  point  of  the  trip  was  to  drive  the  X'iper,  a  hot 
new  car  from  Dodge,  maybe  the  hottest  American  car  in 
years.  And  when  they  told  me  that  my  old  friend  Carroll 
Shelby  would  be  there,  that  cinched  it.  Shelby  was 
famous  among  car  people  for  designing  the  Cobra  back 
in  the  '6()s.  It  was  the  only  true  American  sports  car,  a 
real  animal.  Lee  lacocca.  who  was  at  Ford  then,  did  a 
production  model  of  the  Cobra  off  the  Mustang  chassis, 
and  it  was  a  real  popular  street  machine,  one  of  the  early 
muscle  cars.  And  then  there  was  something  called  the 
King  Cobra,  for  people  like  me  to  drive. 

Actually,  I'd  never  been  much  of  a  sports  car  driver 
before  Shelbv  called  me  in  '64,  after  one  of  his  drivers 


My  first  name  is  Rufus. 

Shelby  raised  the  hood  on  the  car  and  told  me  about 
the  engine,  which,  was  the  beginning  of  the  \'iper. 

"I  added  a  couple  of  cylinders  to  the  old  360  \'8,  Ruf. 
Made  it  a  \'-10  and  put  it  in  my  pickup  truck.  When  I 
told  [President  Robert]  Lutz  at  Chrysler  about  it,  he  said 
that  he  wanted  to  make  it  into  a  production  engine  and 
put  it  in  a  pickup.  That  would  be  one  truck  nobody 
would  ever  complain  about  being  underpowered." 

A  little  later,  Shelby  said.  Bob  Lutz  came  to  him  and 
said  he  wanted  to  build  a  new  car  around  the  V-10.  A  car 
that  made  people  think  about  the  old  days  of  big  engines 
and  high  performance  but  still  had  the  modern  feel  and 


had  been  killed.  But,  I  figured,  cars  are  cars.  Fd  raced  technology.  Chrysler  wanted  some  winners,  and  they 

e\  erything  else.  No  reason  I  couldn't  race  a  King  Cobra  wanted  them  fast.  Needed  them.  They  told  Shelby  they 

at  Ri\  erside  for  Shelby's  team.  It  would  be  a  challenge.  wanted  to  take  the  car  from  design  to  production  in  three 

Once  Shelby  and  I  had  worked  it  out  about  what  kind  vears,  and  thev  did  it. 
of  tires  to  put  on  the  car 


(si 

rici 


(he  was  with  Goodyear, 
and  I  was  a  Firestone 
man)  I  went  out  and  qual- 
ified third.  Then,  on  race 
day,  I  ran  a  little  better 
and  won. 

So  I  knew  Shelby  and 
had  done  all  right  in  his 
cars.  And  I'd  been  hear- 
ing a  lot  about  this  new 
one.  The  Viper.  There 
has  been  so  much  excite- 
ment about  this  car,  as  a 
matter  of  fact,  that  it  is 
just  about  impossible  to 
drive  one.  They're  in  lim- 
ited production  this  year, 
and,  at  the  time  I  was 
invited  to  drive  one 
around  the  Monterey 
Peninsula,  only  a  couple 


Parnelli  "Ruf  Jones  with 
Viper  designer  Carroll  Shelby. 


I  liked  the  way  the 
engine  looked.  It  was 
built  out  of  aluminum,  not 
cast  iron.  So  it  is  lighter 
than  the  engine  that  will 
go  in  the  pickups. 

"Horsepower.'^"  I  ask- 
ed Shelby. 

"Oh,  probably  400." 
"Torque.^" 

"About  450  pound 
feet,"  he  said.  "You  can 
take  off  in  third  gear  and 
stay  there  all  day  long." 

"Big   tires,"    I   said. 
"About  17  inches.'*" 
"That's  right." 
"Good  brakes.''" 
"Oh  yeah.  It'll  get  tol 
100  and  back  again  in 
f  o  u  r  t  e  e  n  -  a  n  d  -  a  -  h  a  I  f  ^ 
seconds." 
I  liked  that,  because  if  vou  want  to  run  fast,  you  need 


.  ■  m 


1     - 


of  dozen  had  been  shipped  to  dealers.  There  is  a  dealer 

not  far  from  me  who  got  one,  and  he  won't  sell  it.  Not  for  to  be  able  to  stop  quick.  With  a  17-inch  rim  you  can  get  a 

the  $55,600  recommended  dealer  price  or  the  extra  ten  plenty  large  disc,  and  the  three  spoke  wheels  on  the 

or  twenty  on  top  he's  been  offered.  He  told  me  he  fig-  \'iper  meant  you  got  a  lot  of  air  fiow  in  there  to  keep 

ures  the  Viper  has  sold  a  hundred  vans  for  him,  and  that  things  cool. 

made  it  the  best  salesman  on  his  force.  So  far  I  was  liking  everything  I  saw  and  heard.   The 

I'd  looked  at  the  car,  and  I  liked  the  way  it  looked,  dash  was  real  clean  and  basic.  The  tach  was  on  the  right 
Clean  and  fast,  but  also  strong  and  racy.  It  looks  like  it  and  the  speedometer  on  the  left,  and  that  seemed  back- 
was  built  to  run,  and  that's  what  I  like  to  do  in  a  car.  wards.  But  otherwise. ..like  I  say,  I  was  sold.  On  looks 

But  looks  don't  tell  cver\  thing.  I  wanted  to  drive  it.  anyway.  So  even  if  it  was  raining  a  little,  and  the  Viper 


The  car  was  waiting  for  us  when  we  got  in  from  the 
Monterey  Airport.  I  got  my  bag  taken  care  of,  then  Shel- 
by and  I  went  over  and  gave  it  a  close  look. 

"What's  the  engine  displace.^"  I  asked  him. 

"Oh,  about  eight  liters,"  Shelby  said,  still  sounding 
like  Texas  even  though  he's  lived  out  here  for  30  years. 

"Overhead  cam.'" 
"No,  it's  a  push  rod,  Ruf."  My  friends  call  me  that. 


didn't  have  a  conventional  top  or  windows — ^just  a  plastic 
contraption  that  fits  in  the  trunk — I  wanted  to  get  it  out 
on  the  road. 

"Hell,  Ruf,  why  don't  you  take  it  down  Seventeen 
Mile.^"  Shelby  said.  It's  a  road  Shelby  knows  real  well.  They 
used  to  run  races  on  it,  back  before  they  opened  the  track  at 
Lagiuia  Seca.  It  must  ha\e  been  some  kind  of  race,  on  that 
narrow  road,  with  those  big  old  cedar  trees  on  both  sides. 
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"When  was  the  last  one  of  those,"  I  asked  him  while 
he  was  giving  me  the  keys. 

"Nineteen  fifty-six.  That  was  the  year  we  killed  Ernie 
McAfee.  I  was  running  a  Ferrari.  Enjoy  the  drive,  Ruf." 

Shelby  had  to  get  back  to  L.A.  for  some  reason. 
Maybe  he  was  just  tired.  He  has  what  he  calls  a  "second- 
hand heart."  Got  a  transplant  a  couple  of  years  ago. 

Me... I  felt  fine.  Nowhere  to  be  and  the  hottest  car  in 
the  world  to  drive  there  in.  I  went  south,  with  the  Pacific 
on  my  right,  the  golf  course  on  my  left,  down  into 
Carmel,  looking  for  a  place  to  eat  lunch. 

The  car  drove  just  like  it  should.  By  that  I  mean  it 
didn't  drive  like  a  real  sports  car,  built  and  tuned  for 
racing.  It  wasn't  all  stiff  and  jerky  like  you  want  them 
on  the  race  track.  It  rode  soft  and  comfortable  and  han- 
dled very  smoothly.  And  what  Shelby  had  said  about 
the  torque  making  it  easy  through  the  gears  was  just 
right.  With  a  small  displacement  engine,  like  the  new 
ones  that  get  their  power  from  overhead  cam  and  four- 
valve  technology,  you've  got  to 
be  working  the  clutch  and  watch- 
ing the  tach  when  you  are  in  slow 
traffic.  But  the  Viper,  with  that 
big,  rocker  arm  mill,  could  run  in 
third  gear  almost  like  you  were 
driving  an  automatic.  The  splits 
between  the  gears  were  real 
good,  with  about  a  500  or  600 
RPM  change  from  gear  to  gear. 
The  car  was  just  a  hell  of  a  lot  of 
fun  to  drive  down  the  ocean,  and 
it  must  have  looked  good  too. 
Everybody  waved  or  smiled.  One 
place  I  stopped,  someone  asked 
for  an  autograph,  and  a  blonde  in 
a  convertible  gave  me  that  kind 
of  smile.  At  my  age,  it  had  to  be  the  carr 

After  lunch,  I  took  the  Viper  around  the  back  way  to 
Laguna  Seca.  Coming  up  through  the  hills,  I  opened  it  up 
a  little.  Got  it  to  100,  no  problem.  Shelby  says  it  will  do  165 
and  I  don't  doubt  it.  I  just  didn't  have  a  real  good  chance 
to  really  stand  on  it.  But  it  felt  good  at  100.  Coming  down, 
I  put  it  in  sixth,  a  tall  gear  that  is  really  an  overdrive.  It 
purred  along  with  the  tach  just  under  1250.  You  could  save 
a  lotof  money  on  gas,  I  thought,  if  you  bought  one  of  these 
things  and  }ust  ran  it  on  sunny  days  and  kept  it  in  sixth 
gear.  Be  a  real  economical  set  of  wheels  that  way. 

They  were  glad  to  see  me  at  the  track.  As  a  profes- 
sional courtesy  to  a  hard-working  automotive  journalist, 
they  let  me  take  he  Viper  around  the  track  a  time  or  two, 
as  long  as  I  promised  not  to  hot  lap  it.  Liability,  you 
understand.  I'd  wrecked  cars  there  before  and  never 
sued,  but  I  guess  you  can't  be  too  careful.  The  woods  are 
just  full  of  lawyers. 

It  felt  good  going  around,  even  slow.  I  went  through 
the  old  turn  three  where  I  had  a  wheel  come  off  in  the 
same  King  Cobra  I'd  won  driving  at  Riverside.  Hap- 


pened the  very  next  weekend,  in  fact.  The  car  climbed  a 
hill,  rolled  over  and  bounced  a  couple  of  times,  and  then 
started  a  grass  fire.  I  got  out  with  a  cut  knee. 

Further  along,  I  went  through  the  turn  where  I  punt- 
ed John  Surtees  back  in  the  late  '60s.  He  kept  hogging 
the  middle  of  the  track,  trying  to  keep  me  from  getting 
by.  I  waved  at  him  to  let  him  know  what  I  was  going  to 
do  and  then,  when  he  didn't  move,  I  knocked  him  off 
the  track  and  down  the  hill.  He  knew  he  had  it  coming.  I 
won  that  one. 

Then  there  was  the  corkscrew,  one  of  the  great 
stretches  of  track  in  all  racing,  where  you  come  over  the 
hill  and  dive  down  into  a  sharp  turn  you  take  close  on  the 
inside  and  come  out  wide  to  dive  down  into  another 
before  you  break  out  into  a  straight,  looking  for  speed. 

There  was  a  Porsche  club  running  an  autocross 

course  they  had  set  up  on  the  parking  lot.  It  was  a  lot  of 

tough  turns,  including  a  figure  eight,  and  short  straights, 

laid  out  in  pylons.  You  tried  to  keep  it  fast  and  cut  it 

close  so  you  didn't  knock  over 

any  pylons.  You  ran  two  laps,  the 

second  for  time.  The  Porsches 

had  been  at  it  all  day. 

It  was  a  chance  to  see  what  the 
Viper  would  do  even  though  it 
wasn't  really  designed  for  this 
kind  of  thing.  Way  too  big  and 
nowhere  near  a  short  enough 
wheel  base  to  compete  with  the 
little  911s.  The  Viper's  power 
wouldn't  make  any  difference 
since  you  never  get  it  out  of  third 
gear,  much  less  up  to  top  speed.  It 
was  a  little  like  using  a  Morgan 
horse  to  cut  cattle.  But,  what  the 
hell... somebody  loaned  me  a  hel- 
met and  I  got  in  line. 

Well,  the  big  tires  and  the  strong  brakes  helped. 
And  for  a  car  that  size,  the  Viper  responded  real  well.  I 
was  starting  to  get  the  feel  of  the  course  after  my  sec- 
ond run.  I  might  have  cut  another  second  or  two  if  I'd 
gone  again.  I  did  a  35.2.  According  to  the  guy  announc- 
ing, it  was  the  best  time  of  the  day  for  a  stock  model. 
Probably  the  car  and,  like  I  say,  Laguna  Seca  has 
always  been  good  to  me. 

I  stuck  around  for  a  while,  signing  ti.ne  sheets  and 
racing  helmets  and  telling  one  woman  who  wanted  to 
know  how  to  buy  a  Viper  for  her  husband  that  I  didn't 
know  where  she  could  get  one.  Last  I  heard,  some  deal- 
ers were  turning  down  $200,000.  But  next  year,  there  will 
be  more.  I  expect  they'll  sell  all  they  can  make.  A  lot  of 
people  have  been  waiting  a  long  time  for  a  car  like  this. 

I  took  mine  on  back  down  to  The  Inn  At  Spanish  Bay 
where  I  gave  it  back  to  the  Chrysler  boys  without  telling 
them  everything  I'd  done  with  it. 

Great  car.  Fine  day.  Golf  in  the  morning.  Yes  sir,  I'll 
take  it  every  time. BS 


One  place  I  stopped, 
someone  asked  for  an 
autograph,  and  a  blonde 
in  a  convertible  gave 
me  that  kind  of  smile. 
At  my  age,  it  had  to  be 
the  car. 
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Secrets  Of  The  Auction  Houses 


Before  you  blithely  raise  the  bidding  paddle, 
here  are  a  few  things  you  ought  to  know. 

By  Frederick  Waterman 
Illustrations  by  Michael  Witte 


The  envelope  on  your  desk  is  from 
Steubenville,  Ohio,  home  of  your  late 
and  daffy  Aunt  Matilda.  The  return 
address  is  a  law  firm's  and,  with  a  sigh, 
you  wonder  how  many  bad  debts  Aunt 
Matilda  left  behind. 
"Dear  Sir,  As  your  aunt's  favorite  nephew. . ."  nice  set- 
up line,  you  think. . .  "you  have  been  named  in  her  will  as 
the  sole  inheritor  of  her  estate..."  great,  you  have  just 
inherited  200  lace  doilies,  300  sets  of  salt-and-pepper 
shakers  and  a  thousand  paperweights  and  figurines... 
"her  collections  are  of  some  value. . ."  $1 .72,  you  think. . . 
"which  is  why  they  are  insured..."  insured.^  "for  their 
estimated  value  of  $1.4  million."  Your  wise  and  beloved 
Aunt  Matilda,  a  great  lady.  "Two  European  dealers  have 
inquired  when  the  collections  will  be  available  at  auc- 
tion. We  await  your  instructions.  Sincerely  Yours..." 

Aunt  Matilda  went  to  every  yard  sale  in  the  state  but 
no  one  in  the  family  pictured  her  as  a  sharp-eyed  collec- 
tor. She  was  just  "Tipsy  Tilly,"  who  always  put  a  "thim- 


bleful" of  scotch  into  her  tea  "to  steady  the  nerves."  In 
her  musty  house,  every  inch  of  every  table,  mantle  and 
shelf  was  filled  with  what  you  all  thought  were  ten-cent 
gimcracks. 

Suddenly,  you're  only  a  few  gavels  away  from  shooting 
weekends  in  Devon,  skiing  in  Gstaad,  a  climate-con- 
trolled wine  cellar  and  Centre  Court  seats  at  Wimbledon. 
But  hold  on:  auctions  are  a  road  paved  as  much  with  peril 
as  with  promise.  You've  been  to  a  few,  but  you  were  as 
naive  as  a  passerby  at  a  sidewalk  shellgame;  watching  is 
one  thing  but  playing  is  another.  Every  game's  got  secrets, 
including  the  auction,  and  now  you  need  to  learn  them. 

Your  evenings  become  filled  with  auctions,  and  you 
start  making  friends  at  (Christie's  and  Sotheby's.  You  dis- 
cover that  the  level  of  trust  at  an  auction  is  equal  to  that 
of  a  high-stakes  poker  game  among  strangers.  The  play- 
ers might  all  be  trustworthy,  but  everyone's  wary  of 
everyone  else;  they  all  have  the  motive  ($)  and  the 
means  to  cheat.  You're  told  that  the  house  can  inflate 
prices  by  rigging  the  bidding,  falsifying  descriptions  or 
exaggerating  estimates;  the  consignor  (see  "[^earning 
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The  Lin^o,"  p.  66)  can  offer  forgeries,  stolen  items  or 
smiij^gled  goods;  and  buyers  can  depress  prices  by  agree- 
ing not  to  bid  against  each  other,  ^ou  wonder  if  your 
chances  would  be  better  at  the  sidewalk  sheilgame. 

Honest  competition  is  the  premise  of  an  auction  so 
the  crooked  houses  fake  it;  in  the  bidder's  game  of  leap- 
frog, false  bids  make  the  genuine  ones  jump.  Kathleen 
Guzman,  an  auctioneer  at  Christie's,  was  at  a  small, 
countn.  auction  w  hen  she  saw  an  old  scam  being  w  orked. 
"I  noticed  a  gentleman  in  the  first  row  who  was  bidding 
on  e\  ery  high-priced  item  but  never  buying  anything.  I 
went  up  to  him  and  said:  'Look,  I  know  what  you're 
doing.  I'm  interested  in  this  stained-glass  window,  and  if 
I  see  you  bidding,  I'll  drop  out.'  He  didn't  bid  on  it." 

If  an  auctioneer  is  brazenly  unscrupulous,  he  won't 
e\en  plant  a  shill  in  the  audience,  he'll  just  pretend  he's 
getting  signal  bids,  a  swindle  known  as  "taking  bids  off 
the  chandelier."  The  unwitting  person  could  be  bidding 
furiously  against  the  auctioneer's  imagination.  Auction- 
goers  always  wonder. 

Se\ eral  years  ago,  a  Frederic  Remington  sketch  was 
put  on  the  block  at  Eldred's,  a  well-respected  auction 
house  on  Cape  Cod.  "A  dealer  from  New  York,  a  special- 
ist in  Remington,  came  up,  and  there  was  another  man  of 
similar  note,  a  good  friend  of  his,  who  was  interested  in 
the  same  object,"  says  Eldred's  auctioneer  John  Schofield. 
"The  friend  arranged  a  secret  signal  with  the  auctioneer: 
as  long  as  he  w as  holding  his  tie,  he  was  bidding. 

"The  two  men  sat  in  the  front  row,  the  friend  right 
next  to  the  dealer.  When  the  bidding  started  at  $500,  the 
friend  had  his  arms  crossed  and  was  holding  his  tie  w  ith 


one  hand.  The  two  men  talked  as  the  bidding  went  up  to 
$2,500  and  finally  the  dealer  asked  his  friend,  'Can  you 
see  who's  bidding  against  me.''  Still  holding  his  tie,  the 
friend  looks  over  one  shoulder,  then  the  other,  and  says, 
'I  don't  see  anybody  bidding.  I  think  the  auctioneer's 
running  you.'  The  dealer  says,  'I'll  fix  him!'  and  drops 
out  of  the  bidding.  A  few  seconds  later,  the  auctioneer 
brings  the  ga\el  dow o,  saying:  'Sold — to  the  man  in  the 
front  row  holdir^g  his  tie.'" 

If  there's  one  aspect  that  amuses  people  about  auc- 
tions, it's  those  secret  signals — the  various  nods,  twitch- 
es and  gestures  that  can  indicate  to  an  auctioneer  that 
you're  still  in  the  hunt.  They're  most  valuable  to  the 
recognized  expert.  When  the  world's  leading  authority 
on  giltwood  cassones  with  acanthus-carved  tops, 
armourial  cartouches  and  leaf-tip  gadrooned  plinth — for 
extravagant  example — bids  openly  for  one,  his  interest 
alerts  others.  Relying  on  his  know  ledge,  they  will  outbid 
him  or  at  least  make  him  pay  more,  unless  he  has 
arranged  a  signal  with  the  auctioneer.  The  auctioneer 
notes  all  secret  signals,  prepared  bids  and  reserve  prices 
in  his  auction  book,  checking  it  before  each  item  is  put 
on  the  block. 

Industrialist  Norton  Simon  "was  a  very  careful  and 
very  astute  buyer,  and  he  was  famous  for  not  wanting 
anyone  to  know  he  was  bidding,"  says  John  Marion, 
chairman  of  Sotheby's  North  America  and  its  top  auc- 
tioneer. "Simon  might  ha\e  his  wife  (actress  Jennifer 
Jones)  openly  bid  on  something  then  drop  out — w  hile  he 
was  bidding  the  whole  time  through  a  secret  signal,  like 
tapping  his  pen  on  his  chin.  He  was  always  trying  to  fox 


Eight  Ways  To  Be 
The  Talk  Of  The  Auction 

1.  After  you  buy  the  15th-century  Tibetan  Buddha 
of  Confession,  announce  that  you  think  it  will  make  a 
great  floorlamp. 


2.  Draw  eyeglasses  and  blacken  the  teeth  on  all  por- 
traits in  your  catalogue. 

3.  Laugh  out  loud  w  hen  a  canvas  painted  all  w  hite 
sells  for  $5  million. 

4.  After  the  person  next  to  you  has  just  paid  $16  mil- 
lion for  a  Cezanne,  turn  to  him  and  say,  "It's  a  beauti- 
ful work.  It  looks  just  like  the  original." 

5.  After  telling  the  auctioneer  about  your  "exten- 
sive" art  collection,  ask  if  "Manet"  is  just  "Monet" 
misspelled. 

6.  Ask  ifCJainsborough  painted  anything  on  black  \el\et. 

7.  Tell  the  auctioneer  you  need  to  bu\  "some  classy 
art"  and  want  the  name  of  an  insurance  company  that 
"doesn't  ask  a  lot  of  (|uestions." 

8.  Buy  one  of  Picasso's  unfinished  paintings  and  say 
that  you,  as  an  amateur  painter,  will  consider  it  an 
honor  to  complete  the  master's  work. 
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Gamesmanship: 
Four  Common  Bidding  Strategies 

"Third  man  in" — you  wait  while  a  sale  evolves 
into  a  two-man  duel;  when  the  apparent  winner 
emerges,  you  step  in — he  may  be  too  emotionally 
spent  to  handle  a  new  challenger. 

"Kill  bids"— bids  are  rising  at  $1,100,  $1,200,  $1,300 
and  you  shout  "$4,000,"  hoping  the  big  jump  will  sur- 
prise and  discourage  the  competition,  who  might  need 
the  security  of  smaller  steps. 

"Statue  of  Liberty" — raising  the  bidding  paddle 
and  leaving  it  in  the  air,  an  aggressive  statement  that 
you  won't  be  denied.  Regarded  as  an  "effective"  strat- 
egy by  some,  "idiotic"  by  others. 

"In  and  out" — bid  for  awhile,  then  drop  out  as  if 
you've  hit  your  limit,  then  jump  back  in  for  the  final 
few  bids. 


Which  Group  Are  You  In? 

"Each  collecting  category  has  its  own  personality" 
according  to  auctioneer  John  Marion,  chairman 
of  Sotheby's  North  America.  Here  are  Marion's 
descriptions  of  a  few  groups  you  could  join. 

"The  American  furniture  group  comes  on  Saturdays. 
The  men  will  have  their  tweed  jackets  on,  with  leather 
patches  on  the  sleeves,  the  women  will  be  nicely 
dressed  in  tailored  suits  and  they  will  all  be  very 
involved  with  the  furniture,  turning  it  upside  down." 

"In  the  French  furniture  group,  the  women  will  have 
furs  and  jewels,  the  men  will  all  have  pin-striped  suits, 
and  they  won't  get  within  three  feet  of  the  furniture." 


"The  Impressionist  sales  are  a  very  international 
marketplace  with  people  coming  in  from  all  over  the 
world." 

"The  contemporary  sales  are  more  of  an  American 
market  but  with  pockets  of  real  interest  in  Europe, 
notably  Germany  and  Switzerland — they  like 
American  post-war  contemporary  art." 

"Then  there  are  the  Latin  American  sales — which 
have  a  little  American  interest  and  a  great  deal  of  Latin 
American  interest.  You  have  all  kinds  of  people  coming 
up  from  Argentina,  Brazil,  Mexico,  all  coming  to  see 
these  works  created  in  their  native  lands.  They  love 
the  fact  of  the  auction,  that  their  artists  are  being  rec- 
ognized in  this  milieu.  If  a  price  comes  up  that  they 
like,  they  applaud.  And  they  applaud  the  object. 
Afterwards,  they  come  up  and  thank  you  for  a  very 
nice  'conference,'  as  they  call  it.  To  them  it's  just  a 
wonderful  thing." 
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everybody  out,  and  oftencimes  he  did." 

Deceit  is  useful  against  friends  and  enemies,  and 
sometimes  needed  for  the  finest  of  gestures. 

"One  time,  a  man's  wife  was  admiring  a  painting  dur- 
ing an  exhibition,"  Marion  recalls,  "but  he  told  her,  'I 
can't  afford  to  buy  that.'  Then  he  arranged  a  signal  with 
me:  when  his  catalogue  was  open,  he  was  bidding.  Dur- 
ing the  sale,  he  just  sat  there  next  to  his  wife  with  the 
catalogue  open.  And  with  that  signal,  he  bought  the 
painting  for  double  the  estimate.  When  the  bidding  was 
over,  he  closed  his  catalogue  and  said  to  his  wife,  'Well, 
someone  has  it  now,'  and  they  went  home.  The  next 
morning  we  delivered  it  to  her.  She  was  bowled  over  and 
kept  asking  him:  'How  did  you  do  it.'"" 

Every  major  work  of  art  has 
a  provenance,  but  the  older 
the  object,  the  greater  the 
worry  of  authenticity. 

The  major  auction  houses, 
mindful  of  their  status, 
employ  staffs  of  art  experts  to 
serve  as  arbiters  of  genuine- 
ness on  everything  from 
Eakins  to  Yi  porcelain,  from 
wines  to  Wurlitzers.  At  small- 
er houses,  there  are  many  who 
don't  care  about  your  respect; 
they  just  want  your  money. 

"I  saw  an  auctioneer  in  Ari- 
zona who  was  an  obvious 
crook,"  said  Eldred's  Schofield. 
"He  said  things  belonged  to 
the  Queen  of  England,  sold  sil- 
ver plate  as  sterling  and  had 
somebody  shilling  for  him. 
There  were  all  kinds  of  scams 
going  on."  Country  auctions 
and  smaller  houses  can  be  more 
cavalier  about  manipulating  a 
sale  because  buyers  are  often 
one-time  customers.  The  major 
houses,  though,  must  have  the 
confidence  and  the  repeat  busi- 
ness of  the  very  rich.  This 
means  that  sometimes  a  newcomer  must  be  protected  at 
the  expense  of  the  house. 

Scott  Trepel,  a  former  consultant  at  Christie's,  says, 
"New  bidders  have  a  tendency  to  be  very  obvious.  One 
bidder  came  in,  sat  down  in  the  front  and  held  his  paddle 
up  as  the  bidding  went  up  on  a  lot.  That  just  announced: 
'I'm  a  new  bidder,'  and  the  dealers  in  the  back  were  laugh- 
ing at  him  and  running  the  price  up.  I  passed  a  note  to  him 
saying  it  was  better  to  bid  or  nod  each  time  the  amount 
changed.  The  house  would  have  made  a  lot  of  money  off 
him  that  day,  but  he  never  would  have  come  back.  Instead, 
he's  been  coming  to  the  sales  regularly  for  years." 

Auctions  are   really  the  dealers'  Wall  Street.  This  is 
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One  auctioneer  said  things  belonged  to  the 
Queen  of  England,  and  had  somebody  shillfor  him 


where  values  are  determined  and  dealers  find  out  how 
much  they  can  charge.  And  some  have  too  much  invest- 
ed to  leave  prices  to  chance.  / 
When  the  market  is  strong,  dealers  might  protect  the 
prices  of  items  in  their  shops,  by  bidding  up  certain 
artists'  works  at  auctions.  A  few  years  ago  at  Eldred's,  a 
dealer  bid  against  one  of  his  regular  customers  until  the 
price  hit  $400,000. 

"He  couldn't  let  that  painting  sell  for  $100,000," 
explains  Schofield,  "because  then  he  couldn't  sell  the 
guy  a  painting  of  similar  quality  for  $400,000.  The  dealer 
has  an  interest  to  protect.  Unless  he's  the  one  buying 
that  item,  he  can't  let  something  go  for  nothing.  Other- 
wise, his  customer  comes  back  and  says:  'How  can  you 

charge  me  $400,000  for  that 
other  picture  when  I  bought 
this  one — that's  just  as 
good— for  $100,000.?'" 

A  long-time  auction-goer 
and  art  dealer  from  New  York 
says,  "I've  seen  dealers  put 
items  in  auctions  and  then 
drive  the  prices  up.  Say  that  a 
dealer  has  30  items  by  the 
same  artist  who  never  had  a 
piece  go  for  more  than  $5,000. 
The  dealer  pulls  out  a  good 
one,  puts  it  at  auction  and 
drives  the  price  up  to  $15,000. 
"Then  the  dealer  uses  the 
publicity  about  the  new  record 
to  increase  his  prices  for  that 
artist — the  prices  don't  take  a 
massive  leap  in  one  day,  the 
smart  dealers  do  it  slowly.  I've 
seen  it  happen  with  a  few 
American  painters  where 
they're  worth  $20,000,  and 
eight  months  later  they're 
$150,000.  Of  course  it's  illegal; 
you're  not  supposed  to  bid  on 
your  own  merchandise." 

Two  or  more  potential  bid- 
ders may  have  common  inter- 
ests but  agree  to  give  each  other  an  open  road  on  certain 
items.  "I'll  lay  off  that  if  you  don't  beat  me  to  death  on  , 
this  one,"  can  be  overheard  in  the  back  of  a  salesroom.  As  piioi 
long  as  buyers  don't  meet  later  for  a  second  auction 
among  themselves,  they  haven't  broken  the  law.  This 
explains  why  a  dealer  specializing  in  Mondrian  might  not 
bid  on  five  works  that  sell  cheaply  then  bid  on  two  and 
get  both  at  bargain  prices.  A  consignor  could  take  a  beat- 
ing if  he  didn't  set  his  reserves  high  enough. 

With  so  much  apparently  arrayed  on  the  side  of  the 
auction  houses,  what  can  the  private  buyer,  particularly 
the  newcomer,  do  to  avoid  getting  fleeced.'' 

Because  an  auction  is  a  public  spectacle,  the  novice 
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does  not  have  to  pay  for  his  lessons.  He  can  learn  by  sim- 
ply watching. 

"We  advise  people  who  are  coming  to  an  auction  for 
the  first  time  not  to  register  and  not  to  bid,"  says 
Christie's  Guzman.  "That  way,  they  aren't  wondering: 
'Am  I  going  too  high  on  this.?'  'Am  I  going  to  be  emotion- 
al.?' 'Am  I  going  to  get  carried  away.?'  Those  things  hap- 
pen and  we  bank  on  those  things  happening,  but  I  would 
rather  have  someone  feel  more  comfortable  with  the 
atmosphere  of  an  auction  than  bid  too  much  and  feel 
they've  been  had. 

"A  very  good  bidder,"  she  continues,  "is  one  who  has 
done  his  homework,  who  came  to  the  exhibit,  studied  the 
items  he's  going  to  bid  on,  decided  what  he  will  spend  for 
each  one  and  is  not  emotionally  attached  to  any  of  them. 
Of  course,  I  love  it  when  people  get  excited  and  go  over 
their  limits  and  bid  because  they  really  want  something." 

Christopher  Burge,  the  president  and  principal  auc- 
tioneer of  Christie's  in  America  is 
emphatic  about  new  bidders  not 
being  lured  by  the  auctioneer's 
siren  song.  "There's  nothing 
worse,"  he  says,  "than  people  get- 
ting carried  away  and  spending  too 
much  money  because  from  that 
day  on  they  hate  auctions,  they 
hate  themselves,  they  hate  the 
object  and  they  stop  collecting. 
Obviously  I'm  doing  my  best  to 
get  the  most  out  of  bidders,  but  we 


pens  occasionally  that  you'll  see  an  interesting  item,  and 
no  one  bids  on  it  because  no  one  knows  what  it  is.  But  I 
think  the  best  buys  generally  occur  in  New  York  City." 

At  auctions,  the  veterans  want  to  keep  an  eye  on  each 
other,  which  is  why  they  never  sit  in  the  front  row. 
Instead,  they  are  in  the  middle,  at  the  back  or  standing. 
They  want  to  see  if  their  competition  is  a  dealer  or  pri- 
vate collector,  and  gauge  how  far  that  person  will  push 
the  bidding. 

Nothing  is  certain  at  an  auction,  and  the  prices  are  as 
unpredictable  as  the  people.  Andy  Warhol's  cookie  jars 
sold  for  $247,000;  van  Gogh's  "Portrait  of  Dr.  Cachet" 
went  for  $82.5  million;  at  one  recent  auction,  works  by 
Toulouse-Lautrec  and  Degas  didn't  attract  any  bids 
above  their  reserves. 

"The  odd  part  of  our  business  is  how  whimsical  it  all 
is,"  says  Burge. "That's  the  knife  edge  on  which  we  walk, 
between  something  making  a  very  large  price,  selling  not 
very  well  or  not  selling  at  all." 
Potential  bidders  have  to  be  in 
the  right  frame  of  mind.  If  they're 
too  tense,  they  won't  bid;  too 
relaxed,  there's  no  sense  of 
urgency.  From  the  auctioneer's 
personality,  the  audience  takes  its 
own. 

"To  make  people  relax,  you 
have  to  exude  an  air  of  confidence 
and  enjoyment,  however  much 
you  might  be  hating  it,"  says 


There's  nothing  worse, 
says  one  top  auctioneer, 

than  new  bidders 
getting  carried  away  and 
spending  too  much 
money,  because  from 


want  them  to  make  reasonably  that  day  On  thcy  hatC  aUC'  Burge.  "It  can  get  confrontational 

rational  judgments."  . .                     i  .1          1       .  and  you  have  to  work  very  hard  at 

His  advice  to  the  innocent  is:  tlOnS  anU  tncy  natC  dispelling  that." 

"Don't  go  above  your  limit — ever.  themSelveS  **  The  auctioneer  smooths  the 

Write  it  in  red  in  your  catalogue  way.  He's  judge,  showman,  sales- 

and  underline  it  three  times.  And,  man,  comedian.  He's  a  blend  of 
for  heaven's  sake,  care  less  if  you  don't  got  something.  If     Cary  Grant  and  Jeeves.  If  the  auctioneer's  a  woman,  "I 


you  don't  buy  it,  there  is  always  something  else." 

Sotheby's  Marion  says  that,  ultimately,  an  auction 
"isn't  for  everyone  and  can  be  frightening  to  a  lot  of  peo- 
ple. Some  people  just  don't  have  an  auction  mentality, 
and  it's  a  terrifying  experience  for  them.  They  can't  take 
the  strain,  and  they  just  leave  [sealed]  bids. 

"But,  for  a  collector,  an  auction  is  the  closest  thing  to 
an  open  art  market,  and  a  collector  is  only  as  good  as  the 
effort  he  puts  into  learning  his  subject.  By  sitting 
through  sales  in  the  area  he  is  interested  in,  he  can  see 
and  feel  the  pulse  of  the  market." 

The  New  York  dealer  says  that  a  veteran  bidder's 
public  face  is  a  poker  face.  "When  I  see  a  piece  that  I 
really  like,  and  I  want  to  buy  it,  I  won't  let  anyone  know 
that  I'm  interested.  Because  country  auctions  don't  usu- 
ally publish  price  estimates,  I  might  only  ask  a  few  back- 
ground questions,  like:  'Where  did  it  come  from.?',  'What 
type  of  condition  is  it  in.?',  and  'What  do  you  think  it  will 
sell  for.?'  At  country  auctions,  the  great  hope  is  that  you'll 
find  something  that  no  one  else  is  going  to  see.  It  hap- 


can't  think  of  a  better  comparison  than  being  a  hostess," 
says  Guzman.  "You  make  everybody  feel  comfortable, 
but  you  don't  let  them  take  advantage." 

A  good  and'personable  auctioneer  is  worth  money  to  a 
house.  He  becomes  the  voice  and  face  of  the  auction,  his 
patter  half-business,  half-entertainment.  The  early  auc- 
tioneers, like  James  Christie,  were  eloquent  pitchmen.  A 
1780s  cartoon  of  the  Christie's  founder  shows  him  at  the 
podium,  his  vocabulary  gone  berserk: 

"Let  me  entreat— ladies— gentlemen— permit  me  to 
put  this  inestimable  piece  of  elegance  under  your  protec- 
tion...the  inexhaustable  munificence  of  your  superla- 
tively candid  generosity  must  harmonize  with  the  reful- 
gent brilliancy  of  this  little  jewel!-!-." 

Today,  at  smaller  houses,  the  auctioneer  may  still 
sound  like  a  carnival  barker.  At  the  major  houses,  no  pro- 
moting is  done  from  the  podium,  no  praises  of  "trea- 
sures" or  "heirlooms."  Instead,  catalogues  deliver  the 
soliloquies.  For  example,  one  painting's  "legacy... lives 
into  the  present,  discernable  in  the  lyrical  abstractions  of 
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Kenneth  Noland  and  Ellsworth  Kelly,  the  frameless  geo- 
metric constructions  of  Frank  Stella,  and  the  cunning 
intellectual  probity  of  the  paintings  of  Jasper  Johns." 
Cunning  intellectual  probity?  James  Christie  would  have 
been  proud.  The  painting  sold  for  $5.1  million. 

Before  an  auction,  the  consignors  and  bidders  are  on 
edge — along  with  the  auctioneers.  A  few  minutes  before 
each  sale  at  Christie's,  Burge  puts  the  finishing  touches 
on  his  self-castigation. 

"'Why  on  earth  do  I  do  this  for  a  living.'*' — that's  what 
I'm  usually  thinking.  I  would  rather  be  anywhere  else  in 
the  world.  I  start  worrying  two  days  in  advance.  I'll  be 
walking  up  and  down  Park  Avenue,  practicing  the  bid- 
ding increments:  'Five  million  dollars,  five  hundred 
thousand.  Six  million  dollars...'  The  passersby  must 
think:  'Well,  we've  seen  everything  now.'" 

And  to  steady  the  hand  that  holds  the  gavel,  there  is  a 
secret — one  that  Aunt  Matilda  would  have  approved. 

"I  have  to  admit,  though  I  probably  shouldn't,"  says 
Burge,  "that  I  have  one  scotch  and  soda,  very  light,  ten 


minutes  before  I  go  on.  Two  is  fatal;  if  the  auctioneer 
slurs  the  opening  announcements,  you  know  he's  in 
trouble,  but  one  settles  your  butterflies  and  you  come 
out  fighting." 

As  every  auctioneer  has  his  own  style,  so  does  every 
bidder — even  the  most  eccentric. 

"You  never  can  tell  from  people's  appearance  what 
they  might  bid  on  or  what  they  might  buy,"  says  Christo- 
pher Hartop  of  Christie's.  "Twenty  or  thirty  years  ago,  a 
colleague'of  mine  in  London  was  working  the  front 
[entrance]  counter  and  one  day  this  very  disreputable 
man  came  in,  very  shabby-looking.  He  was  shuffling 
around,  and  my  colleague  thought  this  guy  was  going  to 
steal  a  catalogue  or  something.  He  went  and  spoke  to  the 
security  man  at  the  door,  who  told  him:  'You  bloody  fool, 
that's  J.  Paul  Getty.'"  IS 

Frederick  Waterman,  a  free-lance  writer  living  in 
Massachusetts,  would  attend  more  auctions  if  his  nervous  tic 
was  not  frequent  nodding. 


Learning  the  Lingo 

"Against  you" — part  of  the  auctioneer's  chant, 
means  the  high  bid  is  not  yours. 

"Auction-house  commission" — paid  by  the  seller 
and  deducted  from  the  final  bid — occasionally  nego- 
tiable. The  house  takes  20%  for  a  lot  that  sells  under 
$2,000;  15%  for  $2,000  to  $7,500;  10%  for  lots  over  $7,500. 

"Buyers  premium" — a  surcharge  of  (usually)  10%, 
added  onto  the  final  bid  price,  and  paid  by  the  new 
owner  to  the  auction  house.  When  Christie's  sold  van 
Gogh's  "Portrait  of  Dr.  Gachet,"  the  buyer's  premium 
was  $7.5  million. 

"Consignor" — whoever  put  the  object  up  for  sale. 

"Deaccession" — removing  works  from  a  collection, 
often  to  sell  them. 

"Estimate" — the  educated  guess  of  the  auction 
house  on  what  a  lot  should  sell  for. 

"Exhibition" — a  viewing  for  prospective  bidders  to 
examine  objects  that  will  be  sold  at  auction. 

"Fine" — when  used  in  a  catalogue,  means  that  an 
object's  quality  is  better  than  average. 

"Hammered  down" — when  the  auctioneer's  gavel 
falls,  and  a  lot  is  sold. 

"Important" — better  quality  than  "fine"  and  calls 


for  deep  pockets.  "Highly  Important"  calls  for  even 
deeper  pockets. 

"Lot" — the  object  or  group  of  objects  offered  for 
sale  as  a  unit. 

"Magnificent" — the  deepest  pockets. 

"Order  bids" — left  by  someone  who  hasn't  the 
time  or  the  nerve  to  attend  the  auction;  the  auctioneer 
may  not  exceed  the  bid's  limit  and  is  trusted  not  to  go 
higher  than  needed. 


"Pass" — said  softly  by  the  auctioneer  as  the  gavel 
falls,  instead  of  "Sold,"  because  the  item  didn't  reach  its 
reserve  or  attracted  no  bids  at  all.  Same  as  "Bought  in." 

"Provenance" — an  object's  history  of  ownership. 

"Rare" — a  good  thing,  except  maybe  for  a  painting 
because  works  typical  of  an  artist's  style  are  usually  pre- 
ferred. 

"Reserve" — the  pre-arranged  minimum  bid 
acceptable  to  the  consignor. 

"Ring" — formed  by  dealers  who  agree  not  to  bid 
against  each  other  at  an  auction.  One  member  bids,  the 
rest  wait  and  have  a  mini-auction  later  among  them- 
selves. It's  illegal. 

"Underbidder" — the  second-highest  bidder. 

"Unusual" — a  codeword  of  warning,  like  "interest- 
ing" about  a  blind  date. 
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a  unique  blend  of  Benedictine  Liqueur  &d  Brandy.  Discover  it  over  ice. 
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Where  the  "last  real  Africa,"  in  all 
its  monkey  screams  and  elephant 
spoor,  is  the  unfolding  drama. 


"W'wi  i()  SKK  INK  ZKBK AS  run.'"  asks  ranger  O.G.  Maka- 
ta,  gunning  our  red  Land  Cruiser  through  the  bush  and 
into  a  huge,  panoramic  savanna.  It  is  mid-November  in 
northern  Botswana,  early  summer  there,  and  at  8:30  in 
the  morning,  a  dry  95  degrees.  -\  small  herd — the  first  of 
the  yearly  200,000  or  so  zebras  migrating  to  this  area — 
scatters  at  the  sight  of  us,  their  bouncing  stripes  painting 
a  dizzying,  beautiful  spectacle. 

The  grinning  Makata  is  no  eco-terrorist.  He's  a 
Gametrackers  International  ranger  having  a  little  harm- 
less fun  in  a  place  where  the  attitude  at  times  seems 
more  like  the  old  Wild  West  than  modern-day  Africa. 

Where  is  the  last  "real  Africa."  that  primeval  terrain 
more  or  less  untouched  by  political  turmoil  or  rampant 
tourism.'  It  could  easily  be  here,  in  the  vast,  abundant 
Oka\"ango  Delta. 


Jeep  thrills:  even  the  elephants  show  up  at  happy  hour. 


The  Oka\  ango  Ri\  er  flows  south  then  east  from 

Angola  and  empties  into  this  12,000-square-mile  delta 

— a  life-gi\ing  water  cooler  to  the  profusion  of  animals 

in  the  surrounding  Kalahari  Desert.  The  Okavango 

teems,  and  particularly  with  birds:  over  8,000  Wattled 

Cranes  migrating  here  to  breed.  Lilacbreasted  Rollers. 

Yellowthroated  Sandgrouses.  Pinkbacked  Pelicans  and 

over  400  other  species  passing  through  the  Delta  in  the 

course  of  a  vear. 
< 

Gametrackers  International  runs  six  photo  safari 
camps  into  the  Delta.  After  a  two-hour  flight  from 
Johannesburg.  South  Africa,  a  strapping  young  pilot, 
with  a  penchant  for  buzzing  his  six-seater  Cessna  200 
close  to  the  trees,  meets  you  at  Maun,  Botswana,  and 
flies  you  for  20  minutes  or  so  to  your  first  camp.  From 
there,  during  a  typical  week-long  stay,  you  move  to  at 
least  two  others,  one  in  a  grass- 
.  land  area,  one  in  a  lagoon  and  one 
in  a  dr\"  woodland. 

The  camps,  first  built  as  hunt- 
ing lodges,  accommodate  16  to  24 
guests  in  simple  thatched  or  reed 
huts,  tents  or  A-frames.  There  is 
not  a  pane  of  glass  in  sight,  so 
Africa — all  her  monkey  screams 
and  elephant  spoor — is  only  a 
mere  papyrus  reed  away. 

Days  in  the  bush  are  deliciously 
long.  Before  dawn,  a  gentle  rap 
wakes  you.  .\s  you  disentangle 
yourself  from  the  mosquito  net, 
the  same  woman  who  carried  your 
luggage  on  her  head  brings  coffee 
and  tea  to  your  bedside.  By  .S:30, 
you're  in  an  open  jeep,  camera 
cocked  for  three  hours  of  quiet 
observation.  Or  walking  with  a 
bird-mad  British  naturalist.  Or 
silently  gliding  through  green 
water  and  blooming  w  hite  water 
lilies  in  a  mokoro  dugout  canoe. 

There  is  none  of  the  jockeying 
to  watch  lions  feast  on  a  dead  kill, 
so  common  now  in  the  tourist- 
choked  Masai  Mara  and  the 
Ngorongoro  Crater.  Precisely  the 
opposite:  in  a  week  of  bush-whack- 
ing, I  encountered  only  four  other 
jeeps.  And  my  hours  were  spent 
mainly  in  the  company  of  a  thin. 
regal  Bushman  guide  named  Long 
One  (for  his  height,  I  am  told)  from 
whom  I  learned  the  meanings  of 
the  whorls  in  the  mud. 

"Kl-e-fant."  "Kepo."  "Water- 
buck,"  he  says,  decipherini: 
depressions  in  the  footprints 
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WHAT  THIS  DID  FOR  CARS,  WE'VE  DONE  FOR 
TYPEWRITERS  AND  WORD  PROCESSORS 

Something  is  now  missing  from  every  Smith  Corona  -  noise.  We've  quieted  the  annoying  rat-a-tat-tat 
that's  been  an  unfortunate  part  of  typing  and  word  processing  for  so  long.  When  you  include 
our  impressive  list  of  smart  features  and  our  exclusive  Correcting  Cassette,  it  all  adds  up  to 
what  we  call  our  Intelligently  Quiet™  Series.  You'll  be  hearing  a  lot  about  it.  lu^Intelligently™ 


U^.^JhdEI»J.]rIiT7TI?i 


TOOLS  FOR  THOUGHT'^ 

For  more  information,  wnte  to  Smith  Corona  Corp.,  65  Locust  Ave.,  New  Canaan,  CT  06840  or  Smith  Corona  Canada,  440  Tapscott  Rd.,  Scarborough,  Ontario,  Canada  M1B  1Y4. 


Oh-so-cute  and  oh-so-deadly:  local  lore  has  it  that  hippos  are  Africa's  most  murderous  mammals. 


Alone,  we  track  an  elephant  for  an  hour  through  decimat- 
ed groves  of  mopani  trees.  Then  Long  One  stops,  don- 
ning green  neon  sunglasses,  disguising  his  sun-wrinkled 
eyes. 

"Come  on,  el-e-fant!"  he  yells  into  the  floodplain. 
"You  wasting  my  time!" 

The  idyllic  scene  was  only 
one  of  many,  but  this  is  hardly 
a  peaceable  kingdom.  Bots- 
wana is  plagued  by  poachers 
looking  for  skins  and  ivory. 
On  one  morning  safari,  a  four- 
man  unit  of  anti-poaching 
specialists  stops  our  jeep. 
These  kill-or-be-killed  army 

regulars  have  gotten  wind  of  poachers  hovering  near 
the  zebra  population. 

In  rapid-fire  Tswana,  the  CO.  asks  our  ranger  if  we 
have  come  across  any  carcasses  or  characters  of  question- 
able intent. 

Makata,  his  ebullience  momentarily  checked,  shakes 
his  head,  and  the  fearsome  soldiers,  rifles  at  ready,  turn 
their  camouflaged  Land  Rover  back  into  the  bush. 

Episodes  like  this  give  drama  to  animated  recountings 
of  the  day's  encounters.  "Your  jeep  saw  a  leopard.-*" 


Alone,  ^ve  track  an 
elephant  for  an  hour 
through   decimated 
groves  of  mopani  trees 


"O.G.  said  there  hasn't  been  one  around  here  in  three 
months.  I'm  jealous!"  With  the  sun  gone  down,  there  is 
little  to  do — no  photos  to  take — except  sip  another  Lion 
lager  at  the  Fish  Eagle  bar  and  listen  to  the  crocs  at  play 
in  the  Morro  River  below.  Somehow,  embraced  by  the 
sultry  African  night,  we  don't  feel  deprived. 

One  caution:  Orient 
Express  Hotels  has  pur- 
chased the  Gametrackers 
camps.  Please,  O.E.,  don't 
sanitize  Gametrackers  with 
air  conditioners  or  uniformed 
desk  clerks.  The  Okavango 
Delta  experience  is  a  visceral 
one,  and  has  nothing  to  do 
with  the  amenities  of  a  luxury  train.® 


Gametrackers  International  camps  are  open  from  March  to 
December  3 1  (closed  in  the  rainy  season).  Rates  range  from 
$410-$450  per  person  per  day  (depending  on  the  season)  and 
include  all  meals,  round  trip  airfare  from  Johannesburg  and 
all  inter-camp  flights.  Gametrackers  International,  1 100  East 
Broadway,  Glendale,  CA  91205.  H00-444-RVSH. 

South  African  Air-^viys  has  direct  flights  four  times  weekly 
from  New  York  to  Johannesburg .  800-722-9675. 
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ONCE  YOU'VE  STAYED  AT  THE 
HOTEL  MILLENIUM, 
"SWIMMING  WITH  THE  SHARKS" 
TAKES  ON  A  WHOLE  NEW  MEANING. 


Let's  face  it.  Business  travel  and  stress  go 
together  as  naturally  as  bankers  and  3-piece 
suits.  But  you  do  it,  because  that's  what  it 
takes.  So  you  need  a  hotel  that  plays  by  your 
rules.  Well,  it's  here.  The  Hotel  Millenium  - 
the  first  business  hotel  with  a  Wall  Street 
address  and  a  Wall  Street  philosophy: 
nothing's  unreasonable,  including  the  im- 
possible. A  fresh  shirt  at  2  a.m.?  A  perfectly 
grilled  steak  at  3?  A  personal  computer 
delivered  to  your  room?  We  do  it  all.  Every 
day  24  hours  a  day  Because  we  know  we 
can't  do  away  with  the  stress  of  business. 
But  we  can  arm  you  with  every  executive 
requirement.  Including  serenity 


THE         HOTEL 


For  reservations,  call  (800)  835-2220 

or  (212)  693-2001. 

The  Hotel  Millenium,  55  Church  Street 

New  York,  NY  10007 

Across  from  the  World  Trade  Center 


MILLENIUM 
IT'S  ABOUT  TIME. 


Lecture   Fees 


Of  The 


By  Matthew 
Connor 

Illustrations  by 
C.F.  Payne 


YOU'VK  BKKN  KLECn  KD    lO  HN[)  A  CUIKST  SPKAKKR  K)R  AN 

important,  black-tie  dinner  your  company  is  going  to  be 
hosting.  The  speaker,  your  CEO  has  decided,  must  be 
entertaining,  nationally  known,  and  reasonably  priced. 
So  you  flip  open  the  Yellow  Pages  to  the  lecture  bureau 
listings  and  make  a  few  calls.  That's  when 
you  find  out  that  even  the  minorest  of  minor 
celebrities,  like  the  fourth-billed  star  of  a  long- 
canceled  TV  sitcom,  can  get  $10, ()()()  a  speech. 
Or  more. 

That's  what  FYI  discovered  when  we 
contacted  four  New  York-area  speakers 
bureaus  and  posed  the  following  scenario: 
our  company  (or,  in  one  case,  university) 
needs  a  guest  speaker  for  a  function 
tentatively  scheduled  for  February  1993. 
If  we  provide  the  name  of  your  client,  will 
you  tell  us  how  much.'' 

"Morey  [Amsterdam]  is  very,  very  good.  Ten  thou- 
sand plus,"  a  representative  of  Richard  Fulton  inc.  told 
us.  "He  tells  jokes,  he  can  reminisce,  but  he's  got,  like, 
a  filing  cabinet  brain.  He  does  a  thing  that  he  used  to 
do  on  TV.  Somebody  calls  out  a  subject,  he  tells  a  joke 
about  it,  any  subject,  and  he'll  relate  to  that." 

Amsterdam's  fee,  as  with  all  of  the  others  that  fol- 


low, does  not  include  travel  expenses  and/or  accommo- 
dations if  necessary.  Those  and  other,  additional  costs 
are  passed  on  to  the  consumer. 

It  is  possible,  however,  to  get  mark-downs  on  some 

celebrities.  For  example,  an  agent  for  Cireater  'Falent 

Network,  Inc.  told  us  that  Tom  Wolfe 

"generally  gets  $25, ()()().  However,  he  is 

somewhat  flexible  within  New  York  (^ity, 

since  he's  a  resident." 

Others,  like  Oprah  Winfrey,  do  so  few 
\    corporate  engagements  that  they  should 
be  eliminated  from  serious  considera- 
/    tion.  (For  those  dates  Oprah  does 
accept,  however,  the  chat-show  host- 
ess gets  $4(),()()()  to  $.S(),()()().) 

Ouch,  we  reflected.  Just  what 
accounts  for  such  prices.'' 
"A  large  part  of  it  depends  on  their 
ego,"  said  the  Richard  I^'ulton  representa- 
tive. "That's  about  the  best  way  I  can  answer  it.  I  think 
some  of  these  figures  are  ridiculous.  I  think  the  people 
that  pay  'em  are  more  ridiculous.  We'd  do  more  busi- 
ness, they'd  get  more  dates  if  the  fees  were  realistic." 

Realistic  or  not,  what  follows  is  /'">7's  guide  to  the 
lecture  fees  of  the  rich  and  famous. 
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Agency:  (ircatcr  Talent 
Network.  Ine. 

"'ilie  Xat'ioirs  Premier  Speaker  s 
/y///rY///"  (212-645-4200) 


Ted  Turner: 

"If  he  accepts 
he  usually 
gets  around 
$35,000." 

Will  he 
/mngJaneP 

"Maybe. 
You  never  know 

P.J,  O'Rourke:  $10,000 


Stephen  King: 

$20,000  (but  "he 
doesn't  like  to  fly. 
New  York  is  one 
of  the  only  places 
you  can  catch 
him.") 


Dave  Barry:  $10,000 
Tom  Landry:   $15,000 
Corbin  Bernsen  $20,000 


Agency:  Richard  Fulton  Inc. 
"Aiiieriars  Finest  Pro'^rani- 
Entertaiiiiiieiit  Bureau  " 
(516-349-0407) 


Louis  Rukeyser:  $25,000 
(but  "he's  adamant  about  speaking 
for  two  hours,  which  calls  for  a 
lengthy  agenda.") 


Barbara  Walters: 

$25,000 

Dan  Rather: 

$25,000 


Jimmy  Carter: 

$25,000 

Rosalynn 
Carter:  $20,000 


IVIario  Cuomo:  $30,000 


Ted  Koppel: 

$35,000 

Tom  Brokaw: 

$25,000 

John  K.  Gal- 

braith:  $17,500 


Adam  Smith:  $25,000 
Martin  Feldstein:  $25,000 
Irving  Kristol:  $12,500 
Alan  Greenspan:  $25,000 

Gen.  William  Westmoreland: 

$12,500 

Bob  Hope: 

$100,000 

One  hun- 
dred thou- 
sand 

dollars — for 
Bob  Hope? 

"Yeah.  Used 
to  be  50,  then 
it  was  75, 
there's  no 
telling  a  year  from  now... How  do 
you  figure  that.'*  In  the  name  of 
what.^  In  the  name  of  vanity,  ego, 
perverseness.''" 

Would  he  autograph  his  recently- 
published  biography? 

"Sure  he  would.  He  could  make 
about  $3.50  more  to  take  home  from 
the  royalties.  You  know  what  I  mean.'*' 


Joe  Pepitone:  $7,500 
Arkady  Shevchenko:  $  7,500 


George 
Hamilton: 

$20,000  and  "he 
comes  with  suntan 
lotion." 

Would  he  bring 
a  date? 

"Well,  he's  sup- 
posed to  be  a  hell 
of  a  ladies'  man." 


Wolfman  Jack: 

$10,000 
("We  haven't 
booked  him  for 
a  long  time.") 

Arthur 
Schlesinger: 

$15,000 


Julius  LaRosa:  $10,000 
("Now  you're  getting  realistic... 

terrific  performer.") 

Amazing 
Randi: 

$10,000 

Deborah 
Norville: 

$15,000 

Katie  Couric:  $20,000 
Jane  Pauley:  $25,000 
Bobby  Knight:  $25,000 
Whitey  Ford:  $7,500 
Dennis  Conner:  $25,000 
Michael  DeBakey:  $15,000 
Jonas  Salk:  $25,000 


John 
Madden: 

$35,000,  if 
he  is 
available 

"Madden 
doesn't 
really  want 
to  go  out  to 
speak. I le 
doesn't  fly." 


Jerry  Lee  Lewis:  $5,000 
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Gloria  Steinem:  $15,()()() 
Hodding  Carter  III:  $12,500 
Alan  Dershowitz:  $25,000 


Agency:  Royce  Carlton  Inc. 

"Ag('///'s.  managers  and  brokers  for 
speakers"  (IM-y^T^-llOi)) 


Andrew  Greeley:  $7,500,  with  the 
entire  fee  going  to  "inner-city  kids." 
(One  of  his  speech  topics  is  "the 
fidelity    epidemic,  that's  what 
it's  called.  He  feels  that  more 
people  are  staying  monoga- 
mous, staying  married. ..Boy!  I'm 
surprised  at  that  one!  Everybody  I 
know  is  breaking  up  here!"  Greeley 
is  known  around  the  Royce  Carlton 
office  as  "the  little  leprechaun. 
That's  what  we  call  him.") 

Douglas  Fair- 
banks Jr.: 

$10,000 

("You  know, 
he  is  over  80 
years  old.  So, 
to  be  honest 
with  you,  I 
hope  he  has 
his  wits  about 
him...  Some 
people  say  he's 
very  forgetful.  ") 

Terry  Waite:  $25,000  for  appear- 
ances on  his  first  tour  of  the  U.S., 
tentatively  scheduled  for  the  last 
two  weeks  of  October.  ("Keep  in 
mind  with  fees  is  that  this  is  his  first 
time  to  be  in  the  United  States 
since  this  whole  event  [hostage 
release].  Now  I  would  assume  that 


the  way  it's  going  to  happen  is  the 
second  time  he  comes  back  the  fee 
is  going  to  be  altered.  You  know,  it 
may  go  down,  depending  on  the 
demand,  of  course.") 

Susan  Sontag:  $7,500 

("Her  speeches,  I  will  tell  you  for 
your  own  edification,  they  are 
dense.  They're  similar  to  eating  rich 
chocolate  mousse.  It's  that  type  of 
intellectual  experience.") 

Maurice  Sendak:  $15,500 

(Sendak's  program  includes  slides 
of  his  most  recent  works.  "What  he 
does  with  the  slides  is  he  shows  the 
symbolism  that  he  has  imagined  or 
created  in  his  drawings.  And  it's  very 
well  done,  apparently.") 

Diana  Rigg: 

$12,500,  with  a 
30-day 
reschedule 
clause  "so 
potentially  she 
could  cancel 
out  30  days 
before."  (Rigg 
"is  elegant  as 
hell,"  so  much 
so  that "you 

know,  people  melt  when  they  see 

her.  She's  just  as  exquisite  as  ever." 
Will  she  wear  t  h  e  black 

Avengers  jumpsuit? 

"Well,  if  you  want  her  to  dress 

up  in  her  black  jumpsuit, 

we'll  ask  her.") 


Agency:  The  Harry  Walker 
Agency.  Inc. 

"Forty- Five  Years  Representing 
The  People  Who  Make  History  " 
(212-563-0700) 


Gerald  Ford:  $20,000 


Henry  Kissinger: 

$40,000  (their  high- 
est-priced client) 

("Basically  what 
vou'd  have  to  do  if 
you  want  him  is 


schedule  your  event  around  his 
availability.  Otherwise  it's  next  to 
impossible  to  get  him.") 

Jeane  Kirkpatrick:  $2(),0()() 

WiUiam  Bennett:  $15-$20,000 
Ed  Koch:  $15-$20,0()0 


Benazir 
Bhutto: 

$20,000 
(although 
"she  only 
comes  over 
[to  the  U.S.] 
once  a  year." 


Peter  Arnett:  $15,000 


Abba  Eban:  $15,000 


Sam  Donaldson: 

$20-$25,00() 

(but  he  "hardly 
takes  anything.") 

William  Safire: 

$25,000 

A.M.  Rosenthal: 

$15,000 


David  Stockman:  $20,000 

William  E.  Colby:  $5,000 

Milton  Friedman:  $20,000  (but 
he  doesn't  take  anything  outside  of 
San  Francisco). 

Arthur  Laffer:   $10,000 


Gen.  Chuck 
Yeager:  $25,000 

Robert 
Jarvik: 

"We  haven't 
booked  him 
in  so  long  I 
couldn't  tell 
you."® 


Mai  IHKVV  CoNNKR  is  a  miter 
working  in  New  York. 
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Besides  its  iegendary 
beauty  and  the 
renowned  "aloha  spirit" 
of  its  peopie,  Hawaii 
provides  the  most  exot- 
ic vacation  experience 
available  on  American  soil, 
offering  true  detachment  in 
both  the  physical  and  emotional 
sense  from  the  workaday  world. 
Add  to  this  a  pleasant  surprise  for 
the  personal  and  corporate  traveler: 
affordability.  Right  now,  the  price  of 
a  hotel  room  throughout  the  Aloha 
State  averages  about  $100  per  night, 
making  paradise  less  expensive  to 
visit  than  most  Main  Streets,  USA. 
Bargains  are  plentiful  this  year. 
The  combination  of  new  resort  con- 
struction in  the  late  1980s  and  the 
recent  U.S.  economic  slowdown  has 


led  to  a  temporary  softness  in  hotel 
occupancy  rates.  As  a  result,  some  of 
Hawaii's  most  luxurious  resorts  are 
offering  very  attractive  prices  on 
rooms,  travel  and  guest  activities. 
Because  of  this  recent  development, 
visitors  can  enjoy  the  leisurely  pace 
of  latter-day  Hawaii. 

The  attraction  hasn't  been  lost 
on  most  markets.  A  recent  survey  of 
Japanese  travelers,  who  make  up 
about  20%  of  Hawaii's  total  visitors, 
showed  that  even  the  most  experi- 
enced world  tourists  prefer  the 
islands  over  any  other  overseas  desti- 
nation. This  strong  attachment  has 
helped  account  for  a  steady  growth  in 
Japanese  visitors,  to  a  current  total  of 
1.4  million  annually.  The  continued 
rise  has  largely  offset  the  weakness  in 
U.S.  visitor  statistics  during  (he  main- 
land economic  recession. 

The  lure  of  its  stunning  land- 


scapes, luxurious  resorts,  full-service 
conference  centers,  world-class  golf 
courses  and  pristine  beaches  have 
made  Hawaii  irresistible  to  vacation- 
ers and  corporate  travelers  alike.  The 
"Islands  of  Aloha"  welcome  close  to 
7  million  visitors  each  year  from  all 
corners  of  the  earth. 

A  BOOM  IN 
CORPORATE  TRAVEL 

No  other  market  has  shown 
more  promise  than  the  business 
travel  market.  It  is  multinational, 
made  up  of  convention-  and  meeting- 
goers  and  participants  in  incentive 
vacations  —  corporate-sponsored 
trips  for  high-performing  employees 
and  their  families.  These  visitors 
come  not  only  from  corporate 
America,  but  from  Japan,  elsewhere 
in  Asia  and  even  from  liurope.  So 
far,  they  comprise  just  10%  of 


MAGNIFICENT.  BY  NATURE. 


T fie  Prince  Course  Named  Hawaii's  #1  Golf  Course  b; 


ourse  Dv  Golf  Ditiest. 


INSPIRED.  BY  NATURE. 


On  this  rar  shore,  the  most  verdant  in  Hawaii, 
the  ultra-luxury  Princeville  Hotel  offers 
unprecedented  excellence  amid  unrivalled 
beauty.  Our  Prince  Course  is  rated  numoer  one 
in  Hawaii  by  Golf  Digest  which  has  also 
included  our  27-hole  Makai  Course  in  its  list 


of  America's  100  Best  for  16  consecutive  years. 
Golr  packages  are  available.  And  all  around  us 
is  nature's  bounty  and  every  water  sport 
imaginable.  The  Princeville  Hotel  at  Princeville 
Resort.  In  a  world  of  creeping  mediocrity, 
sublime  excellence. 


Princeville  Hotel 

Princeville  Resort,  Kauai 


An  ITT  Sheraton  Luxury  Hotel 


For  Hotel  reservations,  call  your  travel  planner  or  ITT  Sberaton  at  (800)  325-3535.  Or  for  Resort  information,  call  (800)  826-4400. 
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Time  to  indulge  yourself.  Discover  a 
perfect  blend  of  sophisticated  luxury 
and  Hawaiian  attitudes.  Play  in  our 
world-class  tennis  garden  or  on  the 
Francis  H.  I'i  Brown  championship 
golf  course,  home  of  the  Senior 
Skins.  Gaze  seaward  from  your 
hammock  swaying  in  the  island 
breeze.  And  save  time  to  enjoy  the 
superb  cuisine  in  our  three  splendid 
restaurants.  Our  gracious  Hawaiian 
hospitality  knows  no  bounds.  The 
Mauna  Lani  Bay,  because  nobody 
works  harder  or  deserves  it  more. 


THE  MAUNA  LANI  BAY 

Hotel  and  Bungalows 

One  Mauna  Lani  Drive,  Kohala  Coast 

Island  of  Hawaii  96743-4000 

Call  your  travel  agent  or  1-800-327-8585 

or  (808)  885-6622 

AAA  Five  DiainontI  Awurtl     «».  <j(. <(fi  sgf  «- 

A  Member  of  <Th^^adii^otelsofthif\\brW 

A  Pan  Pacific  Hold  ancJ  Keson 


HAWAII 


Hawaii's  total  visitors,  but  their  num- 
bers are  growing  fast. 

"Hawaii  has  it  all  for  the  world       *^ 
traveler,"  says  Dr.  Richard  Kelley, 
president  of  the  state's  largest  hote- 
her.  Outrigger  Hotels  of  Hawaii.  "It's 
easy  to  reach,  easy  to  stay  at,  offers 
outstanding  value  and  provides  a 
truly  unique  vacation  experience." 

THE  HAWAIIAN  ISLANDS 
HAVE  IT  ALL 

From  one  end  of  the  Hawaiian 
chain  to  the  other,  the  islands  offer 
a  feast  of  tropical  delicacies  that 
impresses  the  worldliest  traveler.  In 
addition,  a  new  generation  of  resorts 
provides  facilities,  amenities  and 
activities  to  please  the  most  discrimi- 
nating guest. 

Take  golf —  a  must  for  most  cor- 
porate and  independent  travelers.  All 
of  the  new  resorts  have  championship- 
caliber  golf  courses  at  their  doorsteps. 
Some  have  several. 

The  first  stop  on  our  quick 
island-by-island  tour  is  a  favorite  of 
golfers  from  around  the  world  —  and 
of  those  who  simply  come  for  the 


view.  It's  Princeville  Resort,  perched 
atop  some  of  the  most  spectacular 
scenery  in  the  world  on  the  north 
shore  of  the  island  of  Kauai.  Aptly 
called  the  "Garden  Isle"  because  of  its 
lush  landscape,  Kauai  has  been  pro- 
viding romantic  settings  for  movies 
since  the  filming  of  South  Pacific 
more  than  30  years  ago. 

The  8,000-acre  Princeville  Resort 
has  45  holes  of  golf  arranged  to  make 
the  most  of  its  locale.  The  scenery 
from  the  fairways  is  breathtaking  — 


Courtesy  of:  Princeville  Resort 


sea  cliffs  atop  plunging  surf;  misty 
mountains  beribboned  wdth  filmy 
waterfalls;  verdant  countryside  — 
never  were  golf  courses  set  in  so  dra- 
matic a  location.  But  the  Princeville 
visitor  doesn't  have  to  play  to  enjoy 
the  view.  All  of  the  Sheraton-operated 
Princeville  Hotel's  252  rooms  and 
suites  command  a  view  of  the  coast- 
line and  some  have  Jacuzzis  that  are 
virtually  a  part  of  the  seascape. 


(  ourtesy  ol  Kotki- 
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Teeming  Honolulu,  crossroads 
for  the  booming  Pacific  Basin,  offers 
oases  of  tropical  paradise  amid  the 
bustle  of  the  city. 

One  of  the  busiest  parts  of 
Honolulu  is  Waikiki,  a  mile-long 
strip  of  land  that  houses  the  best- 
known  beach  in  the  world.  It's  also 
the  center  of  Hawaii's  tourist  industry 
and  the  site  of  more  than  half  of  the 
state's  70,000  hotel  rooms. 

Yet  Waikiki  has  its  sheltered  gar- 
den spots,  and  the  favorite  of  discrim- 
inating visitors  and  local  kamaainas 
(longtime  Hawaii  residents)  alike  is 
the  Halekulani  Hotel,  unarguably  the 
most  luxurious  hotel  on  Waikiki 
Beach.  Whether  visitors  are  enjoying 
fine  dining  at  the  hotel's  La  Mer  or 
Orchids  restaurants,  or  simply  taking 


in  a  Waikiki  sunset  at  the  more  casu- 
al House  Without  a  Key  restaurant, 
the  Halekulani  offers  the  very  best  of 
Waikiki's  legendary  charms.  There  is 
no  better  place  to  discover  what 
Hawaii  is  all  about. 

Maui  became  the  "in"  place  for 
jet-setters  in  the  1970s.  Although 
still  very  popular,  it  has  matured 
quite  a  bit  and  has  serious  competi- 
tion from  the  neighboring  "Big 
Island"  of  Hawaii  and  even  the  tiny 
island  of  Lanai,  offshore  from  the 
batteries  of  hotels  that  line  Maui's 
western  shore. 

Maui's  leeward  western  shore  is 
home  to  beautiful  beaches,  secluded 
coves  and  clear  water.  The  resorts 
run  from  Kapalua  in  the  north  to 
Wailea  in  the  south.  Each  has  a  dis- 
tinct appeal  and  loyal  following.  Avid 
golfers  won't  want  to  miss  this  area 
—  the  courses  are  superb  and  games 
are  normally  uninterrupted  by  the 


H.V.B  Pholo  William  Waterfall 


tropical  squalls  that  can  visit  the 
windward  resorts.  Both  Kapalua  and 
Wailea  are  regular  hosts  to  PGA  and 
LPGA  tournaments. 

HAWAII'S  PRIVATE  ISLAND 

Lanai  is  not  only  one  of  the 
newest  arrivals  on  the  Hawaii  resort 
scene,  but  it's  also  easily  the  most 
ambitious.  Other  resorts  measure 
their  features  in  acres.  Lanai  mea- 
sures its  features  in  tens  of  thousands 
of  acres.  Resorts  there  cover  the 
entire  90,000-acre  island,  from 
windswept  Shipwreck  Beach  on  the 


...And  on  the  seventh  day,  he  rested 
now  you  know  where. 


Hawaii's  Private  Island  has  changed  little  from 
the  time  of  creation.  Since  the  141-square-mile  island  of 
Lana'i  was  forged  from  tidal,  tropical,  and  volcanic 
forces,  we've  added  "The  Experience  at  Koele",  named 
"Best  New  Golf  Course"  by  Fortune  magazine,  and  only 
two  luxury  hotels:  the  impeccable  seaside  Manele  Bay 
Hotel  and  the  lavish  upland  Lodge  at  Koele,  each 
offering  award -winning  cuisine.  Aside  from  the 


temptations  of  croquet  and  snorkeling,  horseback  riding 
and  tennis,  you'll  discover  seclusion  and  relaxation 
unheard  of  this  side  of  Paradise.  For  further  revelations 
on  Lana'i's  heavenly  vacation,  honeymoon,  golf  and  air- 
inclusive  packages,  call  your  travel  consultant  or 
Rockresorts  at 
1-800-223-7637. 
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People  say  the  nicest 
things  about  us. 


* 


"HOUSE  BEmnNG  HEAVEN" 

On  the  beach  at  Waikiki. 

Call  toll-free  (800)  367-2343 
or  (808)  923-2311. 

(800)323-7500 
(OOO)  223-6800 
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northern  shore  to  the  ancient  coves 
and  sunny  beaches  in  the  south.  In 
between  are  some  of  the  most    •         ' 
unspoiled  natural  and  historic  attrac- 
tions in  all  the  islands.  There  are 
also  two  brand  new  hotels  and  the 
makings  of  what  could  be  the  most 
challenging,  spectacular  golf  courses 
anwhere. 

The  hotels  are  the  100-room 
Lodge  at  Koele,  built  like  an  English 
country  manor  in  the  cool  highlands 
above  the  island's  central  plain,  and 
the  250-room,  Mediterranean-style 
Manele  Bay  Hotel,  which  overlooks 
the  best  beach  on  the  island.  A  Greg 
Norman  golf  course  is  already  in  play 
among  the  towering  pine  trees  at 
Koele,  and  a  Jack  Nicklaus  course  is 
planned  for  the  shoreline  at  Manele. 

What  makes  Lanai  so  different 
besides  its  unspoiled  landscape  is  that 
the  whole  island  is  at  the  disposal  of 
the  small  colony  of  guests.  Castle  6a: 
Cooke  Properties,  a  unit  of  Dole 
Foods,  has  owned  Lanai  for  70  years. 
Until  recently,  Lanai  was  used  for 
growing  pineapple,  but  that's  given 
way  to  the  resort  business,  and  the 
company  has  its  sights  on  creating  a 
unique  vacation  experience. 

The  western  shore  of  the  Big 
Island  is  the  largest  expanse  of  open 
space  in  Hawaii.  For  40  miles  the 
sunbaked  coast  curves  lazily  between 


the  old  fishing  towni  of  Kailua-Kona 
and  the  port  of  Kawaihae,  at  the  foot 
of  the  Kohala  Mountains.  The  reason 
the  area  is  barren  is  that  nearly  the 
whole  coastline  is  made  up  of  old 
lava  flows.  Twenty  years  ago,  the 
owners  of  Mauna  Lani  acquired  more 


Courtesy  of  Mauna  Lam  Bav  Hotel 


than  2,000  acres  of  this  land  and 
have  since  converted  it  into  one  of 
the  state's  most  scenic  resorts.  Two 
golf  courses  were  carved  out  of  the 
rugged  shore.  Their  emerald  green 
terrain  provides  a  striking  contrast 
to  the  black  lava  surrounding  them. 
Two  hotels  now  edge  the  white 
sandy  beaches  there.  One  is  the 
award-winning  Mauna  Lani  Bay 
Hotel  and  Bungalows  and  the  other 
is  the  recently  opened  Ritz-Carlton 
Mauna  Lani.  The  Mauna  Lani  Bay 
Hotel  is  renowTied  for  its  exquisite 
Canoe  House  restaurant,  which 
boasts  some  of  the  best  fare  on  the 
Big  Island. 

This  year  more  than  ever,  the 
Islands  of  Aloha  offer  exciting  vaca- 
tion opportunities  whether  you're 
traveling  for  business,  pleasure  or  a 
combination  of  the  two.  Just  one  visit 
will  convince  you  that  Hawaii  truly  is 
America's  paradise. 


II  \  II   I'hi'to   rnrr  I  . 


Since  that  trip  to  Haw^aii, 
they  havent  been  the  same. 


Maybe 

it  was  something  they  ate. 


Maybe 

something  just  came  over  them. 


Maybe 

it  was  something  in  the  water. 


Maybe 

it  was  a  spiritual  thing. 


Maybe 

it  was  in  them  all  the  time. 


This  year,  don't  just  go  on  vacation.  Come  to  life  in  Hawaii.  Call  1-800-257-2999  for  a  free  vacation  planner. 

Come  To  Life  In  Hawaii 


Baby,  You  Can 

Park 


You  want  some  free  advice  on  a 

higli-end  automobile?  Ask  someone 

urho  parks  them  for  a  living. 


V 

^m     ou  sold  the  screenplay,  mar- 
I      ried  the  heiress,  made  a 

^B  killing  in  franchising  or  got 
out  of  the  spec  real  estate  business  in 
the  nick  of  time — however  you  did 
it,  you're  rolling  in  green.  So  you  lug 
the  loot  over  to  Wilshire  Boulevard, 
saunter  into  the  nearest  luxury  car 
dealership  and  buy  a  piece  of  the 
L.A.  dream.  Slap  your  vanity  plate 
on  the  bumper  ("MADE  IT"  and 
"MOGUL"  are  already  taken),  lower 
your  posterior  onto  the  leather 
upholstery,  and  you're  ready  to  roll. 
Like,  let's  do  lunch. 

Drive  right  up  to  the  entrance  of 
the  restaurant  and  race  the  engine  a 
little.  Watch  the  heads  turn.  Watch 
respect  glisten  in  the  eyes  of  the 
maTtre  d'.  Watch  the  envious  expres- 
sion on  the  face  of  the  fellow  who 
pulled  up  behind  you  in  a  Hyundai. 
But  don't  expect  to  impress  the 
guys  and  dolls  who  stretch  out  their 
hands  for  your  Tiffany  keyring.  This 
is  L.A.,  baby.  The  streets  are  grid- 
locked  with  luxury  cars.  Valet  park- 
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ers  at  the  good  places  have  seen 
them  all.  They  know  them,  inside 
and  out. 

"The  Mercedes  500  SL  convert- 
ible is  a  fantastic  car,"  states  Chris 
Dunn,  who  owns  the  parking  conces- 
sion at  the  Beverly  Hills  Hotel.  "The 
styling  is  great;  the  handling  is 
tremendous.  It  has  great  power. 
Everything  that  you  want  in  a  luxury 
sports  car,  Mercedes  offers..."  Then 
he  pauses.  "But  it's  really  common — 
for  a  car  that's  supposed  to  be  limit- 
ed production — for  a  hundred-thou- 
sand-dollar car." 

Dunn,  whose  boyish,  blond  looks 
belie  his  assertion  that  he  began 
parking  cars  at  the  hotel  25  years  ago, 
adds  that  his  predecessor  used  to 
remark  that  Mercedes-Benz  was  the 
Chevrolet  of  Beverly  Hills.  "Nowa- 
days, it's  almost  li.ke  the  Rolls-Royce 
is  the  Chevrolet,"  says  Dunn.  "Here 
at  the  Beverly  Hills  Hotel,  Rolls- 
Royces  are  really  commonplace." 

Indeed,  there  are  two  of  them 
parked  by  the  entrance,  and  several 
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more  purr  up  during  our  conversation. 
But  shortly,  a  more  unusual  machine 
arrives  at  the  pink  porte-cochere.  It's  a 
maroon  Mercedes  300  GE,  a  Jeep-Uke 
vehicle  with  boxy  lines.  "It's  the  four- 
wheel-drive  Mercedes,"  explains 
Greg  Campbell,  another  valet.  "Now, 
that's  cool.  Very  cool.  Belinda  Carlisle 
has  one  of  those." 

Campbell  says  that  big-ticket  four- 
wheel-drive  cars  are  the  current  fad 
among  the  hotel's  patrons.  "The 
Range  Rover  is  the  yuppie  car;  a  lot  of 
women  with  kids  drive  them,"  he 
reports.  Grinning,  he  adds,  "They're 
nice  to  have  in  case  there's  ever  foul 
weather  in  Beverly  Hills." 

Across  town  at  Citrus,  the  Michel 
Richard  restaurant  where  the  food  is 
as  soigne  as  the  patrons,  the  real 
pageant  takes  place  outside,  according 
to  Allied  Park  Royal's  Michael  Barks- 
dale.  "During  the  day,  we  get  business 
people  with  company  cars,  but  at 
night,  it's  like  a  show,"  marvels  Barks- 
dale,  who  runs  Citrus's  parking  con- 
cession. "It  seems  like  everybody  is 
trying  to  outdo  each  other,  bringing 
the  prettiest  car  here." 

Barksdale  recalls  that  when  his  employees  first  started 
working  at  Citrus,  they  were  excited  by  the  parade  of 
luxury  cars.  "Now,  it's  like  nothing,"  he  says.  "Except 
for  the  Lamborghini.  We  have  a  customer  who  comes 
here  in  a  white  Lamborghini.  You  can  hear  the  engine 
roar  down  Melrose.  People  come  out  of  the  restaurant 
when  he  parks." 

Valets  concur  that  the  lingering  recession  has  had  lit- 


A  Range  Rover  is  nice 
to  have,  says  a  valet,  *'in 


case  there's  ever  foul 


weather  in  Beverly  Hills." 


tie  apparent  impact  on  the  dizzying  array  of  expensive 
motorcars  clogging  L.A.'s  thoroughfares.  They  do  notice 
one  phenomenon  which  may  be  recession-driven:  the 
proliferation  of  high-end  Japanese  autos  such  as  the 
Lexus,  the  Acuta  and  the  Infiniti.  With  sticker  prices  in 
the  $30,000  to  $40,000  range,  these  merely  expensive 


Pass  the  Rolls:  actually  a  commonplace 
vehicle  at  the  Beverly  Hills  Hotel. 

cars  represent  acceptable  alternatives  to  preposterously 
priced  European  models.  Think  of  it  as  downsizing,  Bel- 
Air-style. 

"People  have  been  getting  a  lot  more  conservative  in 
buying  their  cars,"  notes  Greg  Campbell.  "They're  going 
with  the  Lexus  or  Acuta  models  instead  of  the  Mercedes 
...and  these  are  people  who  can  afford  pretty  much  any- 
thing they  want." 

"The  newest  car  has  become  the  Lexus  four-door, 
full-size  sedan,"  adds  Chris  Dunn.  "It's  taken  everybody 
by  storm.  A  lot  of  people  who  owned  Jaguars  and  Mer- 
cedes-Benzes have  traded  their  cars  in  and  bought  the 
Lexus.  And  they're  just  absolutely  thrilled  by  it.  They 
say,  'It's  the  best  car  I  ever  bought.'" 

Several  car  parkers  agree.  Bonnie  Willers,  a  supervisor 
at  the  Valettes,  an  all-female  outfit  whose  staffers  sport 
tuxedoes  on  duty,  says  the  Acuta  is  her  favorite  car  to 
drive  because  of  its  nimble  handling.  She  gets  breathy 
when  she  talks  about  the  Acuta  NSX,  the  new  sports 
model.  Willers  remembers  the  first  one  that  drove  up.  "It 
was  brand-new,"  she  recalls,  with  audible  reverence  in 
her  voice.  "Didn't  even  have  a  plate.  It  was  black.  I 
didn't  want  to  get  out  of  it.  It  was  so  — oooh... They're 
really  low  to  the  ground,  and  you  get  in  and  you  feel  like 
there's  so  much  power  in  the  car.  You're  sitting  behind 
the  wheel  going,  'Oh,  the  temptation!'" 

A  select  group  of  other  auto  models  generates  valci 
interest.  "The  car  that  I  really  like  is  the  new  Bcntlc\ 
Turbo  R,"  says  Dunn.  "It's  a  wonderful  automobile.  It's 
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The  Oomfort  Goes  With  You. 


Only  the  Kangaroo-"^  brief  delivers  more  comfort 
ibwn  under.  Featuring  exclusive  Comfort  Pouch  tfiat 
contours  to  give  you  all  the  support  you  need,  all  the 
lasting  comfort  you  deserve.  Even  the  fly  is  better: 
a  horizontal  design  that's  easier  to  use.  When  the  fit's 
this  good,  you'll  feel  great,  every  step  of  the  v/ay. 
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The 
sorts  of  looks  tliat  people  in  the  nine- 
teenth century  considered  ravishing 
(Lillian  Russell's,  Lillie  Langtry's) 
for  the  most  part  leave  us  indifferent 
today.  That  our  taste  in  faces  and 
bodies  changes  from  one  era  to  the  next 
is  clear;  that  it  changes  for  the  better, 
however,  is  not. 
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got  a  turbocharged  engine,  so  it  has  tremendous  power, 
and  at  the  same  time,  it  handles  great  for  a  big  car." 

Henk  Dekkers,  who  runs  the  parking  concession  at 
Spago,  nightly  surveys  a  sea  of  Rollses,  Mercedes-Ben- 
zes and  Jags  awaiting  their  well-fed  owners.  "We  have  a 
lot  of  money  here  on  this  lot,"  he  comments  dryly.  Off 
the  lot,  his  vote  would  go  to  the  German  cars.  "Personal- 
ly, I  like  a  Mercedes  or  a  BMW,"  Dekkers  says.  "The  big 
Porsche,  the  928  I  like,  because  it  has  an  automatic. ..I 
don't  get  any  pleasure  out  of  driving  a  car  and  working 
my  butt  off.  I'm  really  a  lazy  driver.  Power  steering,  auto- 
matic, I  like  those  things  because,  for  me,  it  makes  driv- 
ing easy.  And  I  don't  like  to  work  in  a  car.  I  work  here  at 
night  in  cars." 

Then  there  are  the  dream  cars  that,  for  valet  park- 
ers,  can  become  night- 
mares. "The  Jaguar.'^  It's 
a  beautiful  car,  I  love  its 
lines,  but  it  has  continual 
problems,"  declares 
Chris  Dunn.  "One  of  our 
customers  owned  his  for 
nine  months.  Of  the  nine 
months,  he  actually  only 
had  the  car  three 
months;  the  other  six  it 
was  at  the  shop." 

Dunn  says  the  Jaguar's 
legendars'  temperament  is 
no  myth;  the  car  is  tricky. 
"If  you  park  a  Jaguar  on  an 
incline,  you  have  to  put 
the  emergency  brake  on 
really  hard,  prior  to  putting 
the  transmission  into 
park,"  he  says.  "Because 
what  happens  is,  if  you 
pull  the  brake  on  and  the 
car  rolls  just  a  little  bit, 
there's  a  plastic  piece  in 
the  Jaguar  transmission 
that  has  a  predilection  to 

snapping.  And  you're  stuck  with  a  car  that  you  can't  take 
out  of  park." 

"That's  why  I  hate  Jaguars,"  concludes  Dunn. 
"Because  I've  had  to  pay  for  about  eight  different  trans- 
missions." 

Dunn  isn't  the  only  carhop  who  grimaces  inwardly 
when  a  Jag  pulls  up  to  his  porte-cochere.  The  Valcttes 
say  they  have  been  instructed  simply  not  to  park  Jaguars 
on  inclines. 

The  hydraulic  braking  systems  on  some  of  the  older 
Rolls-Royces  can  be  ticklish  as  well.  Dunn's  worst  acci- 
dent at  the  Beverly  Hills  Hotel  occurred  when  an 
employee  was  bringing  up  a  Rolls,  and  the  hydraulic 
braking  system  hadn't  achieved  full  pressure  when  the 
engine  died.  "No  power  steering,  no  brakes,"  says  Dunn. 


^'Porsche  911  oivners 


are  jerks,"  opines  one 


valet.  ^'TKey  alivays 


have  to  have  the  car  up 


front.  They're  rude. 


And  they  never  give 


you  any  money. 


"He  runs  into  the  back  of  a  1965  Plymouth  Duster. 
The  Plymouth  Duster  jumps  forward  into  a  Ferrari.  It 
was  very  expensive.  And,  oh,  the  funniest  part.'*  There 
was  no  damage  to  the  Plymouth  Duster,"  he  says,  rue- 
fully. "There  was  about  $12,000  damage  to  the  Rolls 
and  the  Ferrari.." 

It  isn't  only  the  cars  in  L.A.  that  exhibit  temperament. 
Several  valet  parkers  mentioned  the — let's  call  it  sensi- 
tivity—  of  a  certain  high-performance  German  sports  car 
and  its  owhers.  "A  lot  of  times  Porsche  owners  insist  on 
parking  their  cars  themselves,"  observes  Willers  of  the 
Valettes.  One  of  her  associates  adds,  "Porsche  owners  are 
a  lot  more  protective.  They  don't  want  the  cars  dented  or 
ruined — not  that  we  would,  but  they  don't  want  anybody 
to  touch  it  or  breathe  on  it  wrong." 

Thor  Martin,  until 
recently  a  valet  with 
Chuck's  Parking,  one  of 
L.A.'s  premier  parking 
services,  is  more  blunt. 
"Porsche  911  owners  are 
jerks,"  opines  Martin, 
"with  very  few  excep- 
tions. David  Niven  Jr.  is 
the  exception;  he's  a  nice 
guy.  The  911  owners — 
they  always  have  to  have 
the  car  up  front.  They're 
rude.  And  they  never  give 
you  any  money." 

Surprisingly,        L.A. 
valets  deny  a  direct  con- 
nection between  the  cost 
of  the  car  and  the  generos- 
ity of  the  gratuity.  "The 
kind  of  car  doesn't  say 
anything  about  the  tip," 
claims  Spago's  Dekkers. 
At  Spago,  parking  costs 
$2.50,  but  "you  can't  say  a 
Rolls  pays  $4  and  the  Toy- 
ota pays  $3  because  some- 
times the  Rolls  pays  just  $2.50,"  he  relates.  "And  some- 
times the  Toyota  pays  $10,  if  they're  happy  and  they  had 
a  good  dinner." 

"You  must  not  forget  that  somebody  who  drives  a 
Rolls  is  a  little  bit  more  demanding  than  sombody  who 
drives  a  Toyota,"  explains  Dekkers.  "Because  people 
who  drive  a  Rolls  generally  get  a  little  bit  more  attention, 
wherever  they  go,  because  of  their  car." 

Dekkers  understands  the  allure  of  luxury  cars.  He 
watches  them,  and  their  owners,  night  after  night. 
"They're  great  toys  if  you  have  the  money,"  he  says.  "If 
you  can  afford  them,  shoot,  why  not.''"  IB 

Jean  T.  BarRKTI^  is  a  Los  Angeles-hased  writer  w/io's 
very  happy  with  her  1985  Honda  Accord. 
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( CONVERTIBir    preferred) 


IS  BACK 


By  Timothy  Harper 


Which  of  us  can  honestly  claim  never  to  have  coveted  an  MG? 

to  be  behind  the  wheel  of  an  mg,  scattering  autumn  leaves  on  the  way 
TO  A  Saturday  afternoon  college  football  game?  Downshifting  through  a 

TIGHTLY  HUGGED  CURVE  ON  A  WOODED  ROAD,  PULLING  UP  IN  FRONT  OF  A  HOUSE 


party  to  the  shouts  and  waves  of  friends,  inviting 
someone  for  a  drive  just  to  see  her  (or  him)  smile? 

The  MG  was  probably  the  most  popular — and  cer- 
tainly the  most  romantic — European  sports  car  ever. 
About  half-a-million  MGBs,  a  particularly  popular 
model,  were  built  before  MG  went  out  t)f  production 
in  1980,  a  victim  of  strikes  and  inefficiency  that 
plagued  British  industry  in  the  1970s. 

Amazingly,  an  estimated  300,000  old  MGBs  are 
still  on  the  road  in  the  U.S. — persuasive  testimony  for 
the  romance  of  the  classic  two-seaters  and  the  way 
that  owners  pamper  them.  If  you  ^r-^ 

have  an  MGB,  you 
don't  sell  it,  you 
give  it  a  name. 
For  years,  MG 
owners  —  and 
people  who 

would  like  to  be  MG  own 
ers — have  been  campaigning 
for  a  revival. 

Now  the  MG  is  indeed  coming  back.  Rover 
Group,  the  British  carmaker,  is  reviving  the  classic 
sports  car  with  updated  styling  and  a  powerful  new 
performance  package. 

Rover  officials  are  being  coy  about  the  new  MG 
RV8,  which  will  not  be  formally  unveiled  until  the 
British  International  Motor  Show  in  Birmingham, 
England  on  October  20.  Knowing  that  the  launch  will 
be  one  of  the  big  events  in  the  auto  world.  Rover 
would  only  release  this  profile  photo,  for  example;  no 


shots  were  allowed  of  the  front,  rear  or  interior. 

But  what  we  can  see  looks  great.  "Like  a  strong  lit- 
tle Bentley,"  one  fan  suggested. 

And  what  performance,  judging  by  the  few  tanta- 
lizing technical  specifications  that  Rover  would 
reveal.  A  3.9-litre  V8  (the  same  power  plant  used  in 
the  current  Range  Rover  models)  will  provide  accel- 
eration from  zero  to  60  mph  in  under  six  seconds  and 
a  top  speed  of  134  mph.  A  new  front  suspension  sys- 
tem and  a  revised  "live  axle"  rear  suspension  are 
designed  to  maintain  classic  sports  car  han- 
dling. The  twin-pipe  stainless  steel 
exhaust  system  is  fitted 
with  two  three- 
way  controlled 
catalysts. 

The  interior 
will  incorporate 
burr  elm  wood  veneer 
on  the  center  console 
and  fascia,  and  Rover  promises  that  the  instrumen- 
tation will  be  "traditional."  The  seats  and  steering 
will  be  leather-trimmed. 

The  price  will  be  around  $50,000,  and  demand  is 
already  high.  Rover  says  it  will  produce  only  15  cars  a 
week,  and  already  has  a  backlog  of  sight-unseen 
orders.  The  first  year's  production  is  expected  to  sell 
out  c|uickly. 

U II format} on  is  directly  available  from  Rover  Cars 
Administration,  P.O.  Box  200,  Tzi'idrnliam,  Middlesex 
TW2  5AF  England;  011-44-81-894-9494).  m 
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Panasonic  Announces 
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A  REAL  BREAKTHROUGH  ON 
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A  CELLULAR  LEVEL. 


mMmim 


hile  some  researchers  struggle  to  under- 
stand the  cellular  basis  of  life,  the  engineers  at 
Panasonic  have  made  a  major  breakthrough 
regarding  the  cellular  basis  of  speech.  It's  the 
Panasonic  V.I.P.  or  Very  Infelligent  Phone. 

But  before  you're  dazzled  by  its  brain  power, 
you'll  be  awed  by  its  size  -  or  more  accurately, 
lack  of  it.  Because  the  V.I.R  is  the  cellular  flip  phone 
that  measures  a  mere  1 1/1 6"  thick,  and  weighs 
just  9.4  ounces  with  battery.  Yet  it  offers  55  min- 
utes of  talktime  and  1 1  hours  standby. 

What's  more,  the  V.I.P.  is  an  astounding  para- 
dox: though  small,  it  has  the  largest  LCD  screen  of 
any  cellular  phone  -  a  magnificently  legible  4-line 
display.  And  you'll  need  it  becouse  of  all  the  infor- 
mation the  V.I.P.  delivers.  Its  special  memory  fea- 
tures include  200  Alphanumeric  memories,  last 
number  memory,  memory  mop,  word  list  and  much 
more.  In  short,  the  Panasonic  V.I.P.  is  far  more 
than  an  incredibly  thin  cellular  phone-it's  0  cellular 
communications  tool.  It's  the  phone  that  everyone 
dreamed  of,  but  no  one  dreamed  possible. 


Ponosonk  Communicotioos  &  Syslerm  Compony 

For  your  nearest  dealer,  call  1 -800-44] -PANA. 


('hopper-tunity  knocks: 
upstream  you  have  seven 

hours  offishiufl  ahead 
of  you,  and  the  chance  to 

cast  to  at  least  four  fish 

over  ten  pounds,  and  one 

giant  of  maybe  14. 
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A  chopper  is  the  only 

access  to  dream  trout  in 

dream  streams. 


By  Charles  Gaines 
Photographs  By  Tom  Montgomery 


THE  Hughes  500  helicopter  follows  the  fishy 
rapid  and  pool  sequences  of  the  upper  Ton- 
gariro  River,  passing  over  cultivated  fields, 
with  the  three  great  snow-capped  volcanoes  of  the 
Taupe  basin  looming  to  the  east.  Within  15  minutes 
you're  over  the  beech-forested,  roadless  foothills  of  the 
Kaimanawa  mountain  range,  then  twisting  up  the  val- 
ley of  your  river  for  the  day,  a  legendary  North  Island, 
New  Zealand  bush  river,  a  stream  of  dream  fish,  its 
turquoise  runs  and  deep  green  pools  glinting  with  sun 
and  promise. 

The  chopper  sweeps  up  the  valley  like  skiing  pow- 
der turns,  scattering  trout  as  big  as  you  have  ever  pic- 
tured them  to  be.  It  hovers,  circles  downward,  then 
lets  you  and  Tony  Hayes  out  on  a  gravel  bar  and  lifts 
off,  making  a  little  whirlwind  of  sand  on  the  bar.  You 
hold  your  hat  and  watch  it  climb  out  of  the  steep 
gorge.  Then  it  is  gone  and  there  is  no  sound  other  than 
the  river,  the  trilling  of  a  bell  bird  and  a  waterfall's  dis- 
tant hiss  upstream.  You  stand  and  let  the  remoteness 
soak  in.  Only  30  minutes  after  having  breakfasted  on 
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venison  sausage  at  Tony's  glorious  longariro  Lodge, 
you  are  now  a  three-day  walk  from  the  nearest  road  or 
house,  in  a  place  \isited  by  no  more  than  10  or  \Z 
humans  a  year. 

^'ou  string  a  rod.  Somewhere  upstream,  maybe  in  the 
next  pool,  lies  the  biggest  trout  you  have  ever  seen — 
ready  to  rise  out  of  the  darkness  of  imagination  and  into 
your  astonished  reality.  All  you  ha\e  to  do  is  catch  him. 

One  of  the  favorite  recipes  of  the  great  18th-century 
French  epicure,  Grimod  de  la  Reyniere,  was  called  ".A 
Roast  Without  Equal":    "An  oli\e  stuffed  with  capers 


Think  of  that  lark  as  fly-fishing  clear  n\ers  for  biji 
trout;  the  ortolan  as  having  those  rivers  all  to  yourself 
and  the  figpecker  as  ha\ ing  those  ri\ers  in  heart-break- 
ingly  beautiful  country.  The  olive,  then — that  apex  of 
the  quintessence  of  fly-fishing  for  trout — can  be  nothing 
other  than  helicopter  fly-fishing  in  New  Zealand.  The 
elements  of  that  quintessential  experience,  that  give  this 
oli\e  its  particular,  irresistible  flavor,  are  solitude,  some 
of  the  world's  liveliest  rixerscapes,  and  fishing  in  air- 
clear  water  for  big,  difficult  fish.  Difficulty  is  the  caper  at 
the  heart  of  the  olive. 


Somewhere  upstream  lies  the  biggest  trout  you  have  ever  seen. 


and  anchovies  inside  a  figpecker  inside  an  ortolan  inside 
a  lark  inside  a  thrush  inside  a  quail  wrapped  in  a  \ine 
leaf  inside  a  lapwing  inside  a  fat  pullet  inside  a  pheasant 
inside  a  wild  goose  inside  a  turkey  inside  a  bustard,  the 
w  hole  thing  to  be  cooked  in  a  pot  with  onions,  carrots, 
ham,  celery",  lard,  spices  and  herbs,  hermetically  sealed 
over  a  low  fire  for  24  hours." 

De  la  Reyniere  describes  the  result  as  "the 
quintessence  of  plains,  forests,  swamps  and  the  best 
poultry'  yard."  .-Xnd  Alexandre  Dumas  noted  that  "at  the 
end.  one  threw  away  e\er\thing  but  the  oli\e.  the  apex 
of  quintessence." 


CaisI  masters:  trout  like  this 

laugh  at  all  hut  the  most  precise, 

proficient  fishermen. 


Vou  and  Tony  walk  the  bank  slow ly  and  look  for  fish, 
staying  low  and  in  the  trees  whenever  you  can  to  break 
your  outlines,  ^'ou  find  the  first  one,  a  brown  trout  of 
around  se\en  pounds,  in  the  second  run  abo\e  the  bar 
w here  the  chopper  dropped  you  off  ^ ou  watch  hmi  for  a 
w  hile  and  see  from  the  occasional  white  flash  of  his 
opening  mouth  that  he  is  feeding  lazily  on  nymphs.  You 
check  your  knots,  kneel  at  the  water's  edge  some  .^0  feet 
behind  the  fish,  false  cast  out  of  his  cone  of  sight  to  mea- 
sure the  cast,  then  chance  your  throw,  as  the  French  say. 
If  it  is  right,  the  fish  will  not  see  the  flyline;  12  feet  of 
transparent  leader  tapered  to  four  pounds  breaking 
strength  w  ill  drop  the  fly  three  feet 
upstream  of  the  trout's  nose,  and 
the  nymph  will  sink  at  the  right 
speed  and  float  without  drift 
(because  you  have  techniqued  out 
the  drift;  if  you  haven't,  you  can 
forget  the  fish)  down  the  fish's 
feeding  lane  and  into  that  white- 
flashing  mouth.  \  cry  often,  how- 
ever, your  throw  is  not  (|uite  right. 
and  these  fish  are  unforgi\  ing. 
This  time  your  first  cast  doesn't 
get  deep  enough.  Spottmg  for  vou 
from  the  bank,  Tony  says  the  sec- 
ond is  too  far  left.  On  the  third,  the 
trout  is  histr)ry 

Onward.  A  (piartcr  of  a  mile 
upstream,  a  rainbow  hangs  in  the 
pellucid,  turtjuoisc  center  of  a 
ticep  pool  that  looks  like  it  ought 
ro  ha\e  Tar/an's  jane  emerging 
i  from  It.  Water  tinkles  into  it  from  i 
steep,  miniature  waterfall,  ferns 
trail  in  its  calm  edges,  'i'he  fish  is 
suspended,  feeding  piggishlv  in 
the  foam  line  -  a  single  fish  von 
could  die  happily  after  catching -bur  there  is  no  wav  " 
cast  to  him.  \'oii  discuss  it  in  whispers,  crouching  in  rlu 
brush  that  here  grows  so  close  to  the  river's  edge  there  is 
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The  biggest  river  trout  in  the  world  live  here,  hidden  like  dreams  until  they  rise  up  to  meet  you. 


no  room  for  a  right-handed  backcast.  There  is  a  small 
chance  you  can  cover  the  fish,  you  decide,  if  you  wade 
out  below  the  tail  of  the  pool  and  can  manage  to  squeeze 
50  feet  out  of  a  back-handed  cast  with  a  weighted 
nymph:  the  caper,  that  is,  at  the  heart  of  the  olive. 

You  do  it.  The  huge  rainbow  inhales  the  fly,  and  15 
minutes  later  you  have  run,  following  the  fish,  almost  all 
the  way  back  to  the  bar  where  the  chopper  let  you  out. 
Finally,  Tony  nets  the  trout — an  honest  nine-and-a-half 
pounds  by  the  scale  in  his  net  handle — and  you  hold  it 
carefully  as  you  would  an  infant  for  a  picture,  then  slip  it 
back  into  the  tugging  current. 

You  are  now  45  minutes  into  your  day.  Upstream  you 
have  seven  hours  of  fishing  ahead  of  you  and  four  or  five 
rough  miles.  You  will  see  at  least  four  fish  today  that  are 
over  ten  pounds,  and  one  giant  of  maybe  14;  and  you 
know  that  tfiere  are  even  bigger  fish  than  that  holding  in 
this  remote,  mysterious,  blue-green  water.  The  biggest 
and  most  difficult  resident  river  trout  in  the  world,  in 
fact,  live  in  this  river,  hidden  like  dreams  until  they  rise 
up  to  meet  you.  Unless  you  are  spending  the  night  on 
the  river,  the  chopper  will  pick  you  up  near  dusk  and 
take  you  back  to  a  hot  shower,  a  drink,  smoked  trout 
canapes,  a  Baron  of  New  Zealand  lamb,  a  big,  native 
cabernet  and  a  sumptuous  bed. 

After  a  day  or  two  of  this,  any  other  trout  fishing  you 
may  have  done  will  seem  like  daytime  television. 


Tony  Hayes  has  eight  or  nine  rivers  he  choppers 
clients  into  from  Tongariro  Lodge.  Three  are  trophy 
rivers,  where  the  fish  will  average  eight  pounds  and  an 
angler  on  any  given  day  will  almost  positively  cast  to  a 
trout  of  ten  pounds  or  more.  On  his  other  rivers  the  fish 
are  smaller,  averaging  around  four  pounds,  but  a  good 
angler  might  catch  20  of  these  in  a  day. 

From  Simon  Dickie's  splendid  Poronui  Ranch, 
clients  can  be  choppered  in  to  one  of  five  peerless  bush 
rivers.  Here  I  spotted  14  fish  over  seven  pounds  in  a 
half-day's  fishing.  Fifteen  minutes  of  helicopter  time 
from  the  banks  of  this  river  put  you  in  the  Jacuzzi  on  the 
deck  at  Poronui  with  a  drink  in  your  hand  while  the 
venison  steaks  and  Paradise  duck  breasts  are  grilling. 

And  for  people  who  don't  want  lodge-based  fishing, 
there  is  a  very  select  number  of  top  independent  guides 
on  both  Islands  who  specialize  in  chopper  fishing.  One 
of  these,  the  redoubtable  Tony  Entwistle  from  Nelson, 
has  probably  done  more  helicopter  fishing  with  clients 
than  anyone  in  New  Zealand:  he  believes  that  fishing 
has  less  negative  impact  on  the  fragile  bush  environment 
than  many  hike-in  fishing  trips,  which  he  also  guides  in 
some  of  the  same  remote  areas.  He  believes  too  that 
chopper  fishing  is  all  about  mystery  and  dream,  and  he 
wants  to  write  a  book  about  it  someday  called  No 
Footprints  In  The  Sand. 

My  first  New  Zealand  helicopter  fishing  experience 
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was  in  1984  with  a  free-lance  guide.  Vern  Brabant  took 
my  wife  and  me  up  to  a  South  Island  river  whose  name 
sounds  like  Whockamui  (no  one  in  his  right  mind  will 
tell  you  the  actual  name  of  any  of  these  rivers),  where 
we  camped  in  an  old  deer-culler's  shack.  For  three  per- 
fect days  we  fished  to  the  biggest  and  most  discriminat- 
ing trout  I  had  ever  seen  in  an 
untellably  beautiful  setting.  At 
night  Vern  would  butterfly  a  trout, 
plank  it  on  twigs  and  run  it  up  the 
chimney  on  a  branch  to  smoke, 
while  we  sat  around  the  fire  eating 
smoked  oysters  and  then  fried  lamb 
chops,  drinking  good  Scotch  out  of 
tin  cups,  and  listening  to  the  "more- 
pork"  birds  and  the  possums  howl- 
ing in  the  bush.  It  would  have  taken 
more  strength  than  I  have  not  to 
become  addicted. 

But  like  its  counterpart  in  skiing,  helicopter  fishing  in 
New  Zealand  is  not  for  everyone.  First  of  all,  it  is  pricey. 
The  choppers  go  for  around  $1,000  New  Zealand  per 
hour  of  flying  time  (approximately  $600  U.S.),  which 
means  that  an  average  helicoptering  day  would  add 
between  $500  and  $1,000  U.S.  to  what  you  pay  your 
guide  and/or  lodge  if  you  fish  by  yourself,  or  half  that  if 
you  split  it  with  another  person.  Staying  at  one  of  the 


They  can  haunt  you 

as  no  other  fish  do,  and  the 

rivers  they  inhabit  can 

come  to  own  a  part 

of  your  imagination  and 

memory. 


best  lodges,  fishing  with  one  of  thebest  guides  and  chop- 
pering  solo  every  day  for  a  week  could  easily  run  over 
$10,000.  The  experience  would  be  worth  evers'  penny  of 
that  if  you  are  up  to  it;  if  you  are  not,  it  would  more  than 
likely  be  an  expensive  nightmare  of  frustration. 

Being  up  to  chopper  fishing  in  the  New  Zealand  bush 
means  first  being  able  and  willing 
to  walk,  often  for  miles  and  almost 
always  over  boulders  and  uneven 
ground.  Just  as  important,  it  means 
being  able  to  cast.  Take  a  6-weight 
rod  out  onto  your  lawn  and  practice 
casting  a  piece  of  yarn  tied  to  the 
end  of  your  leader  into  a  ten-inch 
circle.  If  you  can  put  the  yarn  into 
the  circle  80%  of  the  time  at  any 
distance  out  to  50  feet,  with  wind 
coming  from  any  direction,  you  are 
ready  to  enjoy  helicopter  fly-fish- 
ing in  New  Zealand.  If  you  can't,  practice  or  take  lessons 
until  you  can,  or  go  where  the  fishing  is  easier,  like  any- 
where. The  trophy  fish  in  the  dream  streams  of  New 
Zealand  are  notoriously  unprincipled.  If  you  are  not 
ready  for  them,  they  can  find  a  hundred  ways  to  make 
you  hate  yourself  and  evervone  with  you. 

But  they  can  also  haunt  you  as  no  other  fish  do,  and 
the  rivers  they  inhabit  can  come  to  own  a  part  of  your 
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imagination  and  memory.  Hughie  McDowell  from 
Rotorua  is  one  of  the  North  Island's  best  and  most  expe- 
rienced helicopter  fishing  guides.  He  is  also  one  of  the 
most  charming  men  alive,  and  he  owns  a  poet's  soul. 
Once  on  a  chopper  trip  to  a  particularly  poignant  river 
whose  name  sounds  like  "Myaroa,"  Hughie  and  I  took  a 
break  from  fishing  to  sit  on  a  couple  of  boulders  and 
have  a  taste  of  single  malt  from  the  silver  flask  his  wife 
"Knuckles"  had  given  him.  We  tasted  and  sat,  tasted 
and  sat,  listening  to  the  mesmerizing  chatter  of  the  river. 
"You  know,"  said  Hughie,  "Whenever  I'm  in  a  bus  sta- 
tion, or  Los  Angeles,  someplace  I  really  hate,  doing 
something  I  really  hate,  all  I  have  to  do  is  say  the  word 
'Myaroa'  and  I'm  here.  It's  like  stepping  into  a  dream." 

On  one  of  the  elegant  upstairs  walls  of  the  Motueka 
River  Lodge  there  is  a  gouache  done  by  a  young  New 
Zealand  artist  named  Peter  Jewett,  who  is  wise  enough, 
allegedly,  to  do  nothing  with  his  time  but  paint  and  fish. 
This  picture  is  a  portrait  of  de  la  Reyniere's  olive:  a  man 
stands  in  a  wild  stream,  his  back  to  us,  sunlight  on  his 
hat,  his  right  arm,  the  tip  of  his  rod  and  his  flyline.  He 
stands  on  a  bar  of  silver  dollar-sized  stones,  white,  yel- 
low, red  and  russet,  just  as  they  are  in  the  real  dream 
streams.  There  is  a  thin  plume  of  silver  broken  water 
downstream  of  his  legs,  just  as  there  should  be,  and  pin- 
points of  light  on  the  rippled  water's  surface.  In  front  of 
the  man  the  bar  drops  onto  a  white  sand  bottom;  beyond 


that  the  water  deepens  to  green  and  then  almost  to 
black  against  the  rock  face  of  the  bank.  Silhouetted 
against  the  white  sand  is  a  huge,  dark  trout.  The  angler's 
rod  is  bowed,  either  in  lifting  the  line  for  a  cast  or  in 
striking  this  fish — this  great,  once-in-a-lifetime  fish, 
emerged  from  the  black  run  by  the  rock  face  and  now 
here,  visible  against  the  white  sand  for  a  single  moment 
of  possibility.  For  a  moment,  dream  has  become  a  diffi- 
cult, one-time  opportunity,  and  there  is  late  sunlight  on 
the  thin  line  running  from  the  mind  of  this  man  to  the 
fish,  either  in  offering  or  in  contact. 

The  name  of  the  stream  in  the  picture  sounds  like 
"Rarimea."  SB 

Charles  Gaines  is  an  authorl sportsman  who  is  working 
on  a  non-fiction  book  about  the  family. 

Prime  trout  fishing  in  New  Zealand  is  from  November  to 
early  April.  Fishing  guides  cost  $3 00-$ 500  per  day  for  two 
people.  Helicopter  rental  for  up  to  four  people  costs  $7  00 - 
$800  per  hour  flying  time.  Low-end  hotels  can  cost  as  little  as 
$40-$50  per  night;  luxury  fishing  lodges  are  between  $200- 
$300  per  person  per  night. 

Pathways  International  has  a  selection  of  lodges  special- 
izing in  chopper  fishing.  They  will  customize  trips  at  no  cost 
to  the  client.  800-628-5060. 


Of  course  we've  had  a  facelift.  This 
is  Beverly  Hills.   You'll  find  there  are 
no   lines   or  creases   in    the   elegance   of 
The.  Regent  Beverly  Wilshire. 
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Scorniitg  sights  and  trigger 


releases,  archers  like 


Harry  Rhuleii  are  bringing 


traditional  boivhunting 


back  to  the  lAroods. 


By  Neal  Santelmann 


he  corporate  logo  of  the  Frontier  Insurance  Group  is  a  little 
stick  figure  of  a  frontiersman,  or  at  least  the  upper  extremities  of  one.  A  'coon-skin 
hat  sits  snugly  on  its  little  head,  and  a  trusty  rifle  rests  comfortably  in  its  little  hands 
as  if  it's  just  about  to  head  out  and  bag  some  grub  for  supper. 

Funny  thing  about  Frontier's  logo,  though:  none  of  the  bigwigs  at  the  Monticello,  N.Y., 
insurance  holding  company  has  ever  been  a  hunter.  Except  the  newest  one. 


Harry  Rhulen,  28,  vice  president,  son  of  the  president 
and,  according  to  one  Frontier  officer,  "our  CEO  in  train- 
ing," is  the  third  generation  of  Rhulen  to  settle  behind  a 
desk  at  the  firm.  Even  he  doesn't  quite  fit  the  little  stick 
figure's  mold — his  hunting  instrumen6.of  choice  is  a 
bow,  not  a  gun.  But  his  personal  take  on  the  art  of  the  kill 
should  make  any  frontiersman  proud. 

Bowhunting  is  a  "philosophical  thing"  with  this 


1923  Pope  wrote  his  classic  Hunting  With  The  Bow  And 
Arrow.  Interest  perked,  and  the  slow,  steady  rejuvena- 
tion of  bowhunting  began. 

Traditional-style  bows,  like  recurves  (with  tips  that 
curve  away  from  the  archer)  and  long  bows  (straight), 
ruled  for  decades.  Then  in  the  early  1970s,  the  first  com- 
pounds were  introduced.  Cables  and  pulleys  made  com- 
pounds easier  to  draw,  and  sights  increased  accuracy — 


young  exec:  not  the  riot  of  Rambo,  but  the  romance  of     especially  for  the  once-in-a-while  hunter.  Soon  almost 


Robin  Hood.  "I  think  bowhunting,"  he  says,  "the  whole 
philosophy  of  going  into  the  woods  and  fighting  with  the 
elements,  is  a  balance  to  the  corporate  world." 

None  of  those  high-tech  gadgets  for  Rhulen— those 
compound  bows  with  their  pulleys,  sights  and  trigger 
releases.  "Machines,"  he  sniffs.  Instead,  Riiulen,  like  a 
growing  number  of  bowhunters,  hunts  exclusively  with 
the  "traditional  equipment"  of  his — indeed,  our — forefa- 
thers. And  he  makes  his  bows  himself. 

Bowhunting  was  edging  on  extinction  in  the  early 
1900s  after  even  the  Indians  swapped  bows  and  arrows 
for  rifles.  By  1920,  there  were  less  than  100  sport 
bowhunters  in  the  whole  country.  But  then  a  few  enthu- 
siasts, like  Art  Young  and  Saxton  Pope,  breathed  new  life 
into  the  flagging  sport.  Newspapers  gave  front-page  cov- 
erage to  their  risky  takeouts  of  lions  and  bears,  and  in 


everybody  switched;  by  the  early  1980s  just  5%  of  sport 
bowhunters  were  still  using  traditional  equipment. 

Like  most  of  his  contemporaries,  Rhulen's  first  bow- 
was  a  compound,  a  Martin  Cougar  Magnum  with  a  peep 
sight  and  a  trigger  release.  He  couldn't  complain  about 
its  performance:  his  first  year  out  the  Martin  bagged  him 
his  biggest  buck  to  date.  But  hunting  with  a  compound 
lacked  the  touch  that  generations  of  archers  before  him 
had  enjoyed:  "I  didn't  like  shooting  with  a  trigger,"  says 
Rhulen,  "I  wanted  to  shoot  with  my  fingers." 

No  easy  thing.  With  the  range  of  a  recurve  or  a  long 
bow  usually  half  that  of  a  compound,  the  traditional 
bowhunter's  set  up  and  scent  control  must  be  flawless  to 
draw  a  deer.  "It's  all  hand/eye  coordination,"  says 
Rhulen.  "No  thought,  just  instinct."  Also,  traditional 
equipment  has  no  sights  to  line  up;  just  spot  the  quarry. 
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draw,  release. ..it's  dinner- 
time! For  years  Rhulen  split 
a  daily  practice  routine 
between  an  archery  range  in 
Monticello  and  rambles 
through  the  woods  behind 
his  house  with  his  pet  dal- 
matians,  Sarah  and  Lester. 
Gradually  he  sharpened  his 
style,  sending  arrow  after 
arrow  into  stump  after 
stump,  tree  after  tree, 
clump  of  grass  after... 

How  long  did  it  take.'' 
"About  two  years,  every- 
day." And  now.?  "I've  got 
my  technique  down  so  that 
I  could  go  out  and  kill  a 
deer  almost  any  given  day, 
if  I  wanted  to.  That's  not 
true  of  99%  of  bowhunters 
because  they  don't  do  the 
homework.  It's  not  a  philos- 
ophy with  them." 

Perhaps  it  should  be. 
Rhulen  doesn't  think  much 
of  those  sloppy  "city  hunters" 

who  barrel  into  the  woods  in  their  four-wheelers  after  a 
hearty  breakfast  of  bacon,  eggs  and  cigarettes  at  the  pancake 
house.  "I'm  not  a  purist,  it's  just  that  they  don't  understand 
that  the  deer's  most  sensitive  organ  is  its  nose." 

As  a  vice  president  of  New  York  Bowhunters,  Inc. — a 
lobbying  and  educational  group — Rhulen  practices  what 
he  preaches.  He  hike  or  bikes  into  the  woods.  His  hunting 
clothes  are  washed  in  spring  water  and  baking  soda  before 
the  season,  then  hung  outside  for  two  weeks.  If  his  stand 
is  in  an  apple  tree,  he  puts  his  clothes  in  a  bag  with  apples; 
if  it's  in  a  pine  tree,  he  puts  them  in  a  bag  with  pine  nee- 
dles. "And  if  I  stop  at  a  gas  station,  I'd  never  even  think  of 
stepping  out  with  my  hunting  shoes  on." 

Sounds  like  a  deer  would  have  a  better  chance  against 
those  sloppy  city  hunters.  "That's  true,"  says  Rhulen. 
"It's  just  that  these  guys  will  complain  that  they  can't  kill 
a  deer  because  there's  no  deer  here.  That's  a  bunch  of 
bull.  Then  they'll  get  involved  with  [New  York's]  Envi- 
ronmental Conservation  Department,  saying  its  herd 
management  policies  are  wrong.  The  problem  is  these 
guys  have  sat  in  the  same  stand  year  after  year,  the  forest 
has  matured  around  them,  and  the  deer  can  smell  them 
1,000  yards  away." 

Making  his  own  bows  was  just  another  way  for  Rhulen 
to  add  to  the  experience;  after  all,  Robin  Hood  didn't 
buy  his  bows  down  at  Ye  Olde  Archery  Shoppe.  Rhulen's 
come  a  long  way  in  the  three  years  since  he  put  together 
his  first  recurve  from  purchased  parts  with  the  help  of  a 
friend.  ("It  exploded  rather  c|uickly.")  Now  the  dusty 
floor  of  the  barn/workshop  behind  his  house  is  littered 


The  bucks  stop  here 


with  woodchips  and  busted 
laminations  of  wood  and 
fiberglass.  By  the  door,  a 
pile  of  black  locust  logs 
dries  from  the  inside  out, 
awaiting  debarking  and, 
eventually,  their  turn  on 
the  bandsaw.  He'll  shave 
them  paper-thin  on  one 
end,  two  inches  thick  on 
the  other,  epoxy  them  to 
strips  of  fiberglass,  then 
cook  them  in  his  home- 
made "hot  box"  until  the 
glue  dries  solid. 

Then  the  real  work 
begins.  First  he'll  knock  off 
the  excess  glue,  lay  out  a 
center  line  and  a  limb 
design,  then  cut  out  the 
JUS  bow  and  sand  it  smooth. 
^^  Next  he'll  rasp  out  the  han- 
dle and  file  it  down,  cut  in 
the  arrow  shelf,  sand  it  all 
again,  then  string  it  on  up. 
Thungl  (Bows  do  not 
'"twang!,"'  they  ""thungD 
After  he's  shot  a  few,  and  then  shot  a  few  more,  he  may  or 
may  not  add  a  final  coat  of  polyurethane.  "My  bows  are 
Chevy  trucks,  not  Rolls-Royces,"  he  says.  "I'll  do  what's 
necessary  to  make  sure  that  Chevy  runs  100,000  miles." 

How  good  are  they.''  "I  think  they'd  stack  up  as  good 
or  better  than  the  majority  of  factory-made  bows  our 
there,"  he  says.  He  puts  his  bows  where  his  mouth  is. 
The  last  two  years,  Rhulen  and  a  few  friends  have  been 
dropped  off  in  the  wilds  of  Alaska  and  Canada  for  two 
weeks  of  back-to-basics  bowhunting.  No  cold  cuts,  no 
beer — just  enough  dehydrated  food  to  survive  if  they 
don't  nail  anything.  They  bag  grouse  and  squirrel  for 
day-to-day  sustenance,  and  moose  for  the  big  kill. 

That  this  young  exec  is  in  it  for  something  other  than 
the  thrill  of  the  blood  is  clear  from  his  description  of  the 
results.  "Both  trips  I've  had  the  opportunity  to  shoot  a 
small  moose,  but  I've  chosen  not  to,"  he  says.  "The 
point  of  bowhunting  isn't  to  go  out  and  kill  just  anything. 
I  establish  beforehand  the  size  of  the  moose  I  want,  and 
when  I  don't  see  one,  I  don't  shoot." 

Rhulen  takes  pains  to  define  himself  and  his  approach 
to  the  hunt.  "There  are  some  guys  who  himt  with  a  bow 
because  it's  an  extra  tag,"  he  says."They  can  kill  an  extra 
deer  a  year,  they  can  get  out  there  earlier  and  kill  some- 
thing. In  my  mind,  those  guys  are  not  bowhunters;  those 
are  hoyj killers.  I  find  that  totally  distasteful.  A  true 
bowhuntcr  docs  his  homework,  spends  time  in  the 
woods,  enjoys  the  experience  and  only  takes  a  deer  when 
conditions  are  right.  That's  the  way  I  bow  hunt." 
vSoimds  good  to  us.® 
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They  travel  cross  country  and  across  the  Pacific  market- 
ing his  wines  to  fine  restaurants  and  retailers.  Can  often  be 
found  at  gallery  exhibitions,  seeking  just  the  right  painting 
to  feature  on  his  next  wine  label.  Tap  to  the  sounds  of  jazz 
for  relaxation  and  rejuvenation.  And  are  frequently  seen  in 
the  company^  of  his  eldest  daughter  and  business  associate, 
Kara,  who  has  followed  his  footsteps  into  the  business. 

The  Thatcher  from  Bostonian.  As  worn  by  Robert  Pecota, 
winemaker,  jazz  aficionado,  proud  father,  and  proprietor  of 
Robert  Pecota  Winery,  Calistoga,  California. 


BOSTONIAN 

They'll  take  you  as  far  as  you  want  to  go. 


For  the  retailer  nearest  yoii  and  a  free 
rolor  brochure,  call  1  800-999-6780. 
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"G/V/  /^  the 

Doberman  of 

Drinks:  beautiful 

and  sleek  and 

not  to  be  trusted 

too  far'' 


The  Cultural  History  Of  Gin 
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It's  commonly  said  of  the  rise  of  gin  that  it  is  a  medicine,  but  who's  to  say  that  if  it  makes  a  person  feel 
"Cinderella  story,"  but  that's  noi  precisely  accurate,  as  better  it  isn't  (good  medicine)?  Anyway,  when  Queen 
we  shall  see.  I  mean,  there  /V  a  kind  of  rags-to-riches  ^Z?-  Elizabeth  (the  first  one)  sent  English  soldiers  to  Hol- 
mentm  the  history  of  gin,  but  gin  has  never  turned  its  land  to  fight  Spanish  soldiers  in  1585,  they  were 
back  on  its  lowly  origins.  impressed  with  the  "Dutch  courage"  of  their  comrades- 

Gin  takes  its  name  from  the  French  word  for  the      in-arms,  and  they  brought  gin  back  to  England  with 
juniper  hQXX\,genievre,  and  it  was  invented  in  the  middle      them  when  they  returned.  (See  Figure  (hie.) 
of  the  16th  century  by  a  professor  of  medicine  at  the  By  the  18th  century,  gin  had  gotten  so  popular  in 

University  of  Leiden  in  Holland,  named  Franciscus  England  that  it  was  being  sold  off  wheelbarrows  in  Lon- 
Sylvius  (may  his  soul  rest  content).  Dr.  Sylvius  distilled  don,  and  one  area  had  a  hundred  gin  shops,  and  all  the 
the  juniper  berry  with  spirits  to  produce  an  inexpensive  working  people  were  stumbling  around  drunk,  even  the 
medicine  having  diuretic  properties.  Diuretics,  the  die-  women  and  kids.  This  wasn't  like  a  fraternity  ^o«.y^-party 
tionary  says,  "tend  to  increase  the  flow  of  urine,"  which  or  anything;  it  was  apparently  a  \.c\\\h\^.  social  problem, 
it's  hard  to  imagine  why  anyone  sick  would  want  that  and  Hogarth  drew  a  famous  picture  of  it  all. 
per  se  (more  urine),  so  it  clearly  wasn't  much  of  a  Things  went  on  this  way  for  a  hundred  years  or 

more,  for  in  the  middle  of  the  19th  century, 
Charles  Dickens  deplored  it  all  at  great 
length:  "...sights  and  scenes  of  a  most  repul- 
sive nature.  Women  with  scarcely  the  articles 
of  apparel  which  common  decency  recpiircs, 
with. ..faces  rendered  hideous  by  habitual 
drunkenness — men  reeling  and  staggering 
along..."  and  so  on.  (See  Figure  Tii^'o.) 

The  remarkable  thing  about  gin  is  that  it 
allowed  itself  to  get  down  so  low-class  like  this, 
even  after  .s7^//////j;M"rom  the  Low  Countries  and 
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We  can't  say  where  yiiu'ee 

BE  IN  25  YEARS.  But  we  m  say 

you'ee  be  thebe  pbomptey. 


Just    as    surely    as    a    watch 


MEASURES     TIME,     TIME     MEASURES 


A   WATCH.    WHICH    EXPLAINS    WHY    THE 


ACCUTRDN    IS    DESIGNED   TD   AGE    MORE 


GRACEFULLY   THAN    ANY    DTHER    WATCH 


IN    THE   WORLD.     CREATED    IN    AMERICA 


AND    HANDCRAFTED    IN    SWITZERLAND, 


WITH    PRECISION    gUARTZ    MOVEMENT, 


UNIQUE    THREE-TIERED    BEVELING   AND 


A    VIRTUAL  LY    INDESTRUCTIBLE    SAP 


PHIRE     CRYSTAL,    THE 


LIMITED 


25 


YEAR 


WARRANTY 


ACCUTRON    IS    BUILT  TD 


ENDURE   THE    RAVAGES 


OF      TIME      AS      WELL 


AS    THE    CHANGES    OF 


-^ 


UNEgUALED    IN    THE   WATCH    INDUSTRY, 


Which  means  the  Accutrdn's  beau- 


fashion.    As    A     MEA-  TYISN'TTHEONLY   FEATURE  THAT  WILL 

SURE    OF    OUR    CONFIDENCE,    WE    OFFER  STAND      THE         U  TV  C  C  U  T  R  O  IV^ 

A     LIMITED      25     YEAR     WARRANTY,  TESTOFTIME.  B       U       L       O       V       A 

Henry  Kay  Jewelers,  Chicago  --  Fortunoff's,  New  York,  New  Jersey  ~  Bromherg's,  Birmingham 


Ladies  style  ihown,  27B15.  ©1992.  Bulova  Corporation.  Accutron®  and  the  tuning  fork  symbol  are  registered  trademarks  of  the  Buloiia  Corporation.  To  learn  more  about  our  exclusive  warranty,  see  your  Accutran  jeweler. 
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all;  and  ycr  has  now  ended  //p  so  upper-class,  the  most 
clcj^ant  of  the  ardent  spirits.  And  it  only  took  about  four 
centuries  to  do  it! 

Ciin's  social  rehabilitation  probably  began  with  the 
Royal  Na\'y — all  those  elegant  officers  drinking  their 
pink  gin  (gin  and  bitters)  as  they  won  huge  \  ictories  like 
Trafalgar,  while  the  ordinary  seamen  had  their  grog 
(rum).  Or  maybe  it  began  w  ith  Her  Majesty's  Royal 
Army — all  those  elegant  officers  ha\  ing  gin  and  tonic 
(quinine  water)  to  keep  them  from  getting  malaria  in  the 
colonies,  while  the  troops  had  only  beer.  And  perhaps 
just  because  it  was  so  British  (gin  was),  as  against  Ameri- 
can whiskey  like  bourbon  and  rse,  it  seemed  ^//n'  {piurn- 
(■}\  even),  and  American  tourists  brought  it  back  on 
transatlantic  liners  from  England,  just  the  way  the 
English  soldiers  had  brought  it  back  from  Holland. 

But  it  was  the  2()th-century  American  inxention  of 
the  rodva//  that  whisked  gin  up  to  heady  social  heights. 
In  the  192()s  in  New  \'ork  City  during  w  hat's  called  The 
Jazz  Age  (but  could  just  as  well  be  called  The  Ciin  Age), 
attractive  and  fashionable  people  such  as  F.  Scott 


screaming  match.  Ciin  is  the  Doberman  of  Drinks:  beau- 
tiful and  sleek  and  not  to  be  trusted  too  far. 

Surely  there  is  no  more  romantically  dangerous 
mo\ie  than  Casdhlanca.  There,  Humphrey  Bogart  as 
Rick,  in  a  dinner  jacket  (gin  and  dinner  jackets  just 
seem  to  go  together),  presides  over  his  elegant  estab- 
lishment, all  those  Warner  Bros,  villains  hang 
arcnmd — Sydney  Greenstreet,  Peter  Lorre,  Claude 
Rains-!-and  the  Germans  and  the  Vichy  French  make 
it  their  hangout  too.  Gambling  tables  and  Sam  playing 
the  piano:  "You  must  remember  this... as  time  goes  by." 
Play  it,  Sam!  Talk  about  dangerous  and  romantic:  "in^hat a 
place!  (See  Figure  Four). 

But  when  Ingrid  Bergman  comes  back  into  Rick's 
life,  what  does  he  say.-^  "Of  all  the  gin  joints  in  all  the 
towns,  she  walks  in  mine."  That's  it.  you  sec:  it's  the 
most  romantic  and  ad\  enturous  place  that  perhaps  ev  er 
was,  but  it's  still  just  a  gin  joint. 

So  it  is  that  gin  has  retained  its  down-and-dirty 
attributes  while  mov  ing  in  high  society.  Remember,  as 
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Fitzgerald  and  his  wild  and  glamorous  w  ife  Zelda  simply 

swilled g\n.  It  was  a//////7' society:  upper-class  swells  went  another  example,  Eliza  Doolittle,  the  Cx)ckney  flower 

up  to  Harlem  to  drink  gin;  gentlemen  wore  their  dinner  girl,  the  one  taught  to  speak  upper-class  by  Professor ' 

jackets  in  speakeasies  whilst  drinking  gin;  flappers  Henry  Higgins  (Rex  Harrison  in  a  dinner  jacket),  .^t  an 

danced  the  Charleston  and  drank  gin.  'Fhe  most  sophis-  elegant  garden  party,  Liza  gets  a  little  tiddly.  [Pressed  in 

ticated  people — like  Noel  Coward  and  Cole  Porter— all  fashionable  clothes  and  still  speaking  in  the  UC  tones, 

helped  popularize  gin.  (See  Figure  Three.)  she's  been  taught,  she 

With  the  advent  of  Prohibition  in  America  (in  the  says  of  someone's  drink- 


192()s  and  early  193()s),  gin  accpiired  an  aura  of  danger 
that  it  still  retains.  It  was  the  time  of  the  bootleggers  and 
"bathtub  gin" — both  potentially  lethal.  Also  menacing 
were  good-looking  racketeer  tough  guys  like  (ieorge 
Raft  and  Jimmy  Cagney  in  dinner  jackets,  not  to  speak 
of  their  gun  molls  m  low-cut  exening  gowns.  .And  the 
truth  of  it  is,  that  this  aura  of  danger  always  had  a  roman- 
tic element  to  it. 

Consider  the  odd  concept  of  "flirting  with  danger":  ana- 
lyze tlu/t,  and  you'll  have  figured  out  gin.  Mothers  warn 
their  daughters  against  dry  martinis,  but  in  truth  it  is  the 
sweeter  gin  combinations  like  the  Fom  (x)llins  that  are 
more  dangerously  seductive  to  the  innocent  young. 
Rather,  the  danger  of  what's  called  "tee  many  martoonics" 
is  for  couples  setting  out  to  celebrate  their  2()th  wedding 
anniversary  v\ith  an  expensive  dinner  and  ending  up  in  a 
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ing  habits:  "(V///  was 
mother's  milk  to  her." 
Fhe  lov\er-class  liveli- 
ness of  her  words  is  in 
startling  contradistinc- 
tion to  her  pompous 
upper-class  articulation. 

'Fhat  disjunction  is  analogous  to  the  social  nature  of 
gin  itself:  it  will  be  down-to-earth  or  it  will  be  elegant, 
but  it  will  never  be  ordinary.  Noel  (]oward  puts  the  mat- 
ter cogently  (as  usual),  for  he  might  as  well  have  been 
speaking  of  gin  when  he  said  about  himself;  "1  will  trav- 
el first-class  and  I  will  travel  third-class,  but  I  will  ueirt 
travel  second-class."© 
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C  yj^^^^^  ^^^  never  been 
^"^     so  close  to  home. 
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rom  the  moment  you  step  into  a  Hotel  Sojitel, 
you  notice  something  different.  There's  some- 
thing more  inviting.  More  charming.  More 
French.  It  could  he  the  over-stuffed  chairs. 
Maybe  it's  the  truffle  you  find  on  your  pillow. 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour."  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on,  you  have 
found  a  new  home  when  you  are  awa\ 
from  yours,  fust  ask  your 
travel  agent  or  call 
1-800-SOFITEL. 
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In -Room 

Long 

Distance 

Service 

1^/^ 


Hotel  Sofitel 

NORTH      AMERICA 
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Text  and  Photographs 
By  Amy  Tucker  and  Stephen  Tanzer 

Illustration  by  Robert  Kopecky 


s  Its  residents  would  be  the  first  to  complain,  the  wine  country  of  Napa 
Valley  is  Euro  Disney  regrafted  onto  American  soil,  an  amusement  park 
for  the  sense-besotted  where  all  rides  lead  to  food  and  drink.  On  week- 
ends and  in  summer,  traffic  along  Highway  29  snakes  endlessly,  particularly  when 
stalled  fqr  the  thrice-daily  crossings  of  the  Toonerville-ish  Napa  Valley  Wine  Train. 


Each  town  along  the  way  has  its  own  Disneylike  charac- 
ter: the  neo-Grimm  inns  of  Yountville  are  straight  out  of 
Fantasyland,  St.  Helena's  turn-of-the  century  gables  and 
gazebos  recall  Main  Street  U.S.A.,  and  the  Wild  West 
storefronts  that  constitute  the  three-block  "downtown" 
of  Calistoga  resemble  nothing  so  much  as  the  main  drag 
in  Frontierland. 

All  this  tidy  and  parodic  commercialism  makes  for 
the  perfect  American  vacation.  There's  more  to  do  here 
than  in  France's  comparatively  rustic  winelands,  rental 


cars  come  air-conditioned,  and  everybody  speaks 
English.  Compressed  into  the  25-mile  stretch  from  the 
town  of  Napa  to  Calistoga  are  just  the  right  amounts  of 
scenery  and  lunch,  as  well  as  occasional  opportunities 
for  mild  mental  and  physical  exertion.  Choosing  from 
among  the  following  categories — a  sampler  of  the  best 
the  Valley  has  to  offer — will  help  vacationers  pack  a 
frenetic  four-day  itinerary,  though  visitors  from  parts 
East  may  want  to  linger  once  they've  had  time  to 
unclench. 
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Best  Lodging 
In  Four  Categories 

Bed  and  Breakfast:  Some  folks 
find  the  intimacy  of  B&Bs  somewhat 
daunting,  not  least  for  the  prospect  of 
getting  chummy  over  muffins  with  a 
couple  of  strangers.  A  survey  of  Napa 
Valley  yields  scores  of  these  little  estab- 
lishments, their  decor  tending  to  the 
extremes  of  American  Country  with  its 
recurrent  motif  of  geese  in  bonnets,  or 
Shag  and  Velvet  in  the  tradition  of 
Elvis's  living  room.  Showing  us  to  the 
cubicle  we'd  reserved  at  a  B&B  in 
Yountville,  our  host  proudly  an- 
nounced, "There's  no  TV,  so  our  guests 
just  have  to  talk!"  They  also  have  to 
hang  their  clothes  on  the  bed  since 
there's  no  closet.  No  bathtub,  either.  At 
$125  a  night.  And  some  kind  of  weird 
pastry  with  orange  cheesefood  for 
breakfast. 

Many  visitors  to  the  Valley,  though, 
seek  out  the  warmth  and  individuality 
of  B&Bs,  whose  owners  are  usually 
pleased  to  help  you  plan  your  stay  and 
book  reservations  for  touring  and  tast- 
ing. Accommodations  in  private  homes 
as  a  rule  do  not  come  cheap,  most  run- 
ning between  $125  and  $225  for  a  double. 
One  of  the  most  welcoming  B&Bs, 
Deer  Run  Inn,  also  offers  good 
value,  its  three  Laura  Ashley-inspired 
double  rooms  available  at  $95-$125. 
This  secluded  inn  is  tucked  away 
among  the  lush  woods  and  vineyards 
atop  Spring  Mountain;  its  proprietors, 
Tom  and  Carol  Wilson,  will  gladly  book 
sessions  for  you  at  the  neighborhood's 
small,  less  frequented  wineries.  (3995 
Spring  Mountain  Road,  St.  Helena;  707- 
963-3794) 

Motel:  On  the  other  hand,  some 
travelers  prefer  their  rooms  inter- 
changeable and  their  muffins  solo.  The 
winner  in  the  motel  category  is  the 
hacienda-style  Napa  Valley  Lodge, 
part  of  the  Best  Western  chain. 
Although  situated  just  off  humming 
Highway  29  in  downtown  Yountville, 
the  Lodge  bills  itself  as  a  resort,  with 
pool,  sauna  and  exercise  room;  the 
rooms  are  fairly  luxe,  with  rattan  furni- 
ture, minifridges  and  the  odd  fireplace 
($122-$195  for  a  suite,  continental 
breakfast  included — but  you  may  be 
able  to  wangle  a  lower  rate  during  the 


The  Auberge  du  Soleil: 

a  sensational  place 

to  cocoon. 


Many  visitors  to 
the  Valley  seek  out  the 
warmth  and  individu- 
ality of  Bed  &  Break- 
fasts, whose  owners 
are  usually  pleased  to 
help  you  plan  your 
stay  and  book  reserva- 
tions for  touring  and 
tasting. 


First  tennis,  then 

golf,  then  regulation 

croquet  on  the  lawn  at 

Meadowood  Resort. 


off-season.  Washington  and 
Madison  Streets,  Yountville;  800- 
368-2468.) 

Love  Pit:  This  is  how  a  friend 
of  ours  categorizes  Auberge  du 
Soleil,  the  cushiest  and  most 
grown-up  of  the  wine  country  inns. 
Its  adobes,  tennis  courts,  pool  and 
sp'a  are  seductively  couched  among 
terraced  olive  groves.  One-bedroom 
and  two-bedroom  suites,  handsome- 
ly terracotta'd  in  Southwestern  chic, 
come  with  sundecks,  fireplaces,  wet 
bars,  and  bathrooms  equipped  with 
tubs  and  showers  built  for  two.  All 
this  incitement  to  romance  is  a  lot  to 
live  up  to,  especially  at  $295-$550 
per  double.  What  you  get  is  privacy, 
generally  discreet  service,  and  a  sen- 
sational place  to  cocoon.  Should  you 
grow  weary  of  room  service,  you'll 
probably  want  to  catch  the  sunset 
from  the  veranda  adjoining  the 
Auberge's  bar,  where  your  wait- 
person  may  serve  you  some  atti- 
tude with  your  drinks.  (180 
Rutherford  Hill  Road,  Rutherford; 
707-963-1211.) 

Resort:  The  place  we'd  choose 
to  stay,  year-round  and  money  per- 
mitting, is  Meadoivood  Resort, 
a  posh  compound  of  shingle-style 
cottages  scattered  throughout  250 
shaded  acres  outside  St.  Helena. 
Where  Auberge  du  Soleil  recalls  a 
hilltop  village  in  Provence, 
Meadowood  is  what  summer  camp 
on  Cape  Cod  must  look  like  in 
Ralph  Lauren's  dreams. 

Some  tastefully  chintzed  rooms 
can  be  rented  at  the  relatively  rea- 
sonable rate  of  $200,  and  cottages 
start  at  $225.  But  what  makes  the 
place  ideal  for  family  and  executive 
gatherings  are  the  lodges,  in  which 
four  bedrooms  (each  with  porch; 
fireplace,  skylights,  minibar)  cluster 
around  a  huge  commons  area  (one 
bedroom  $250;  bedroom  with  living 
area  $425;  entire  lodge  from  $1,100 
per  night.)  Full-service  conference 
facilities  are  available,  and  a  state- 
of-the-art  fitness  center/spa  is 
scheduled  to  open  in  late  fall. 

After  a  dusty  day  on  the  wine 
route,  you  return  to  this  cool  haven, 
to  be  cosseted  by  an  unfailingly 
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courteous  and  accommodating  staff.  A 
few  well-behaved  children  are  plash- 
ing in  the  pools.  Desultory  games  of 
croquet  are  quietly  thwacking  on  the 
regulation  lawn,  under  the  supervision 
of  the  surprisingly  brawny  and  jolly 
pro.  There  are  tennis  courts  and  a 
nine-hole  golf  course,  each  activity 
with  its  own  pro.  Most  comforting  of 
all  is  the  wine  pro,  John  Thoreen,  a 
wry  and  erudite  tutor  who  will  tailor 
tasting  sessions  to  your  particular 
group,  whether  expert  or  wine- 
impaired.  The  resort's  restaurant  is 
pricey  but  first-rate,  with  a  wine  card 
that  nobly  aims  at  listing  every  Napa 
Valley  producer.  (900  Meadowood 
Lane,  St.  Helena;  800-458-8080.) 

Best  Eating 
In  Three  Time  Slots 
Breakfast:  At  The  Diner,  a  bright 
retro  spot  with  ceiling  fans  and  a  soda 
fountain,  the  food  is  inexpensive  and 
several  cuts  above  regular  diner  fare, 
making  this  an  extremely  popular 
choice  for  breakfast  and  lunch.  Order 
anything  but  the  burgers.  Good 
omelettes,  waffles  with  sausage,  enchi- 
ladas, and  an  espresso  shake  to  jump- 
start  your  heart.  (6476  Washington 
Street,  Yountville;  707-944-2626. 
Closed  Mondays;  no  credit  cards.) 

Lunch:  The  restaurant  at 
Domaine  Chandon  is  everyone's 
nominee  for  a  plush  midday  meal,  and 
the  obvious  place  to  settle  in  after 
you've  toured  the  winery's  facilities.  A 
three-course  lunch  will  set  you  back 
about  $80  for  two  before  wine  (and 
dinner  a  heap  more),  but  the  ambience 
is  worth  it. 

The  glass-walled  dining  room, 
muted  in  mauves  and  pinks,  gives  out 
onto  a  terrace  (reserve  well  in  advance 
for  an  outside  table  in  the  warmer 
months).  Waiters  attend  closely.  Tuna 
"peppersteak"  arrives  perfectly  seared 
on  a  leek  coulis;  venison  tournedos  are 
richly  tender;  pureed  rhubarb  is 
enveloped  in  the  flakiest  strudel  wrap- 
per. Prepared  with  equal  care  is  the 
charitably  priced  list  of  California 
wines,  a  wbd^s  who  of  the  state's  finest 
producers.  Winophiles  can  giddily 
choose  from  an  extraordinary  offering 
of  mature  West  Coast  wines;  the  cur- 
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TERRA 


After  dessert  at  Terra, 

your  third  eye  will  never 

be  the  same. 


The  menu  at  Table 
29  is  a  hitparade  of 
the  region 's  renowned 
suppliers:  quail  from 
Wolfe  Ranch,  lettuce 
from  Forni-Brown, 
and  cheese  from 

Laura  Chenel,  the 
mother  of  all  chevre. 


Anything  hut  the  burgers, 

at  The  Diner 

in  Yountville — a  popular 

choice  for  breakfast  and 

lunch. 


rent  list,  for  example,  features 
chardonnays  and  pinot  noirs  from  the 
1985  and  1986  vintages,  and  caber- 
nets from  '80  through  '82.  (One 
California  Drive  at  Highway  29, 
Yountville;  707-944-2892.) 

A  backup  suggestion:  The 
menu  and  wine  list  of  Trilogy  have 
fallen  off  somewhat  since  the  restau- 
rant's salad  days,  but  owner/chef 
Diane  Pariseau  still  offers  a  healthy 
and  inexpensive  luncheon  alternative 
at  her  small  bistro.  For  around  $10- 
$12  you  can  have  soup  plus  a  gener- 
ous platter  of  fresh  grilled  vegetables 
or  a  warm  confit  of  duck  salad.  (1234 
Main  Street,  St.  Helena;  707-963- 
5507.  Closed  Sundays  and  Mondays.) 

Dinner:  At  Terra,  Spago  alumni 
Hiroyoshi  Sone  and  Lissa  Doumani 
turn  out  what  may  be  the  most  inven- 
tive meals  in  the  Valley.  An  old  stone 
and  wood-beamed  foundry  houses 
two  comfortable  dining  rooms,  each 
dramatically  spotlit  and  flower- 
bedecked.  A  sampling  from  the  menu 
should  give  you  some  idea  of  Chef 
Sone's  melding  of  French,  California 
and  Japanese  cuisines:  for  starters, 
pristine  miyagi  oysters  in  an  astrin- 
gent ponzu  sauce  with  daikon  radish, 
an  eggroll  of  crab  and  savoy  cabbage 
napped  with  saffron  tomato  cream, 
and  glistening  halibut  sashimi. 
Standouts  among  the  main  courses 
include  lamb  shanks  braised  to  a  fine 
intensity  in  cabernet  sauvignon  with 
black  mission  figs,  catfish  fricassee, 
and  grilled  quail  with  mushrooms  and 
foie  gras.  Desserts  like  warm  choco- 
late bread  pudding  with  creme 
fraiche  and  pecan  tart  with  chocolate 
bourbon  ice  cream  will  zing  a  power- 
ful message  straight  to  your  third  eye. 
The  decent  wine  list  doesn't  yet 
match  the  quality  and  diversity  of  the 
food.  (1345  Railroaa  Avenue,  St. 
Helena;  707-963-8931.  Closed 
Tuesdays.) 

Jonathan  Waxman's  latest  venture, 
Table  29,  is  for  those  who  prefer  to 
take  food  and  drink  amidst  a  general 
din.  If  you  can  withstand  the  assault 
of  sound  waves  clattering  off  the  tiled 
floors  and  hardwood  tables  in  this 
barnlike  space,  you  will  be  served  an 
excellent  and  well-priced  meal  by  a 
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young  but  willing  staff.  As  in  most  of 
the  Valley's  better  restaurants,  the 
menu  is  a  hit  parade  of  the  region's 
renowned  suppliers:  there's  quail  from 
Wolfe  Ranch,  lettuce  from  the  gardens 
of  Forni-Brown,  and  cheese  from  Laura 
(^henei,  the  mother  of  all  chevre.  The 
folks  in  the  open  kitchen  show  this 
bounty  to  advantage — witness  the 
heights  to  which  potato  salad  and  tuna 
tartare  can  aspire.  Try  rabbit  with  fen- 
nel and  artichoke  risotto,  squab  salad  in 
vinaigrette  with  liver  mousse  brioche 
toasts,  and  a  caramel  and  nut  tart  in  hot 
fudge  that  tastes  like  the  world's  most 
elegant  Heath  bar.  A  commendable 
wine  list  assembled  by  Waxman's  part- 
ner Stephen  Singer  (co-founder  of  the 
recently  deceased  Singer  &  Foy  wine 
shop  in  San  Francisco)  combines  top 
current  releases  from  California  with  a 
food-friendly  selection  of  bottles  from 
southern  France.  (4110  St.  Helena 
Highway,  Napa;  707-224-3300.) 

Best  Winery  Tours 

Needless  to  report,  traveling  tipplers 
can  spend  countless  weeks  lurching 
through  the  cellars  of  Napa  without 
coming  up  dry.  Many  wineries  lay  on 
tastings  for  a  nominal  fee,  and  most 
larger  houses  provide  tours  of  their 
operations.  Here  are  a  few  of  the  slick- 
er packages,  which  you  may  need  to 
book  in  advance: 

A  tour  of  the  sparkling  facilities  of 
Domaine  Chandon,  owned  by 
French  conglomerate  Moet-Hennessy- 
Louis  Vuitton,  is  a  top-flight  introduc- 
tion to  the  complex  methode  cham- 
penoise.  Winemaker  Dawnine  Dyer's 
racy  Etoile  is  available  for  $5  a  pop  at 
the  bar  after  you  finish;  better  yet,  sip 
it  from  the  terrace  of  the  Domaine's 
restaurant.  (707-944-2280.) 

In  contrast,  Beringer  Vine- 
yards offers  a  glimpse  of  what  pre- 
Prohibition  winemaking  was  like  at  the 
oldest  continuously  operating  winery 
in  Napa  Valley.  The  visit  begins  with  a 
tour  of  the  century-old  caves,  cob- 
webbed  monuments  to  the  anonymous 
(Chinese  laborers  who  tunneled  them, 
and  ends  with  a  tasting  in  the  baronial 
Rhine  House.  (2000  Main  Street,  St. 
Helena;  707-963-7115.) 

If  you  prefer  to  shuffle  along  at  your 
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volcanic  ash. 


Sparkling  facilities  at 
Domaine  Chandon. 


own  pace,  two  of  the  more  impres- 
sive self-guided  tours  are  laid  out  by 
Sterling  and  Hess.  The  white 
stuccoed  winery  of  Sterling 
Vineyards,  owned  by  Seagram's,  rises 
like  a  Moorish  citadel  on  a  precipice 
above  the  Valley.  The  aerial  tramway 
to  the  winery  is  more  fun  than  Space 
Mountain,  and  twice  as  scenic;  the  $5 
fee  also  entitles  you  to  a  wine  tasting 
on  a  peaceful  terrace  at  the  end  of 
your  self-guided  tour  through  the 
clearly  captioned  production  rooms. 
(1111  Dunaweal  Lane,  Calistoga; 
707-942-3300.) 

In  the  mid-1980s,  Swiss  gazillion- 
aire  Donald  Hess  began  restoring 
the  old  Christian  Brothers  winery  on 
Mount  Veeder  to  house  his  Hess 
Collection  of  wine  and  contempo- 
rary art.  Both  merit  a  detour.  The 
visit  starts  with  a  brief  slide  presen- 
tation; you  are  then  free  to  roam 
through  several  floors  of  paintings 
and  sculpture,  highlights  of  which 
include  a  Francis  Bacon  portrait 
study,  an  eerie  cadre  of  headless 
bodies  by  Polish  sculptor  Magdalena 
Abakanowicz,  and  several  stunning- 
ly various  works  from  Frank  Stella. 
Top  off  with  a  trip  to  the  tasting 
room.  (4411  Redwood  Road,  Napa; 
707-255-1144.) 

Best  Way  To 
Work  Off  A  Wine  Tour 

The  geyser-fed  mud  bath  spas  for 
which  Calistoga  is  celebrated  range 
from  old-timey  establishments  like 
Dr.  Wilkinson's  to  the  spankingly 
revamped  Calistoga  Spa.  But  for  the 
true  funk  of  old  California,  we  like 
Indian  Springs,  which  claims  to 
be  Calistoga's  oldest  continuously 
operating  spa,  and  the  only  one 
whose  mud  baths  use  100%  volcanic 
ash,  rather  than  the  usual  smelly  peat 
and  ash  mixture.  The  Mission-style 
spa  building  and  Olympic  pool — its 
mineral  water  kept  at  body  tempera- 
ture— were  built  in  1913,  and  like 
the  facility's  individual  cottages  were 
renovated  in  1988  by  new  owners 
dedicated  to  preserving  the  white- 
washed stucco-and-wicker  elegance 
of  an  old-fashioned  bathhouse. 

The  dressing  room  is  hushed,  but 
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Suddenly,  the  sun  is  more  radiant. 
The  sands  more  seductive.  And  the 

UhygetaroomwhenyoucangetaRadisson?™       blue-green  sea  more  serene.  In  the 

Mexico  that  is  Radisson's  Mexico. 


800-333-3333 


FOR   RESERVATIONS   WORLDWIDE 


for  soft  recorded  music  and  susurrous 
voices  wafting  through  steam.  You  are 
swaddled  in  sheeting  and  led  down 
the  hall,  where  your  fossilized  bones 
are  half-buried  in  a  concrete  vat  of 
warm  black  mud  to  simmer  at  approxi- 
mately 100  degrees  for  ten  minutes. 
Having  survived  the  impulse  to 
scream  for  an  attendant  to  GET  THIS 
MUCK  OFF  NOW,  you  emerge 
indisputably  smoother  and  mellower. 
You  are  then  hosed  down  and  left  to 
soak  in  a  tub  of  mineral  water,  an  iced 
cup  of  cucumber  water  at  hand,  cool- 
ing breezes  from  overhead  windows 
gently  dispersing  the  mist.  Thence  to 
the  steam  room,  and,  perhaps,  a  mas- 
sage (treatment  $40;  plus  half-hour 
massage  $72). 

If,  conversely,  this  is  roughly  your 
idea  of  hell,  you  may  want  to  make 
straight  for  the  pool  and  massage  or 
facial.  (Pool  $7-$15,  massage  $35-$55, 
facial  $55-$65.  1712  Lincoln  Avenue, 
Calistoga;  707-942-4913.) 

Natives  grudgingly  disclose  this 
tip:  the  best  massage  in  Calistoga, 
hands  down,  is  bestowed  by  Frank 
Hughes,  owner  of  Nance's  Hot 
Springs,  but  only  on  regular  clients — 
or  on  vacationers  prescient  enough  to 
book  him  several  weeks  in  advance. 
(1614  Lincoln  Avenue;  707-942-6211.) 

The  Best  Way 

To  Tour  The  Valley 

Outside  The  Comfort 

Off  Your  Car 

Of  our  lunchtime  excursion  on  the 
Napa  Valley  Wine  Train  we 

need  not  speak  at  length,  other  than 
to  remark  that  the  meal  was  accept- 
able, the  three-hour  journey  exactly 
paralleled  the  18  miles  of  Highway  29 
we  had  covered  in  half  an  hour  by  car 
each  day  of  our  trip,  and  we  were  the 
youngest  passengers  by  several 
decades. 

Doubtless  the  most  charming 
venue  for  morning  sightseeing  is  a  bal- 
loon flight,  preferably  with  Joyce 
Bowen,  whose  Bonaventura 
Balloon  Company  presents  a 
smaller,  personalized  alternative  to 
the  commercial  balloon  services  that 
dot  the  Valley.  Bowen  is  a  pilot,  musi- 
cian, teacher,  volunteer  firefighter, 
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will  be  dazzled 

by  the  Bonaventura 

Balloon  Company. 


and  altogether  enchanting  guide  to  the 
history  and  topography  of  the  Valley. 
Weather  cooperating,  one  of  her  crew 
will  fetch  you  at  dawn  in  a  limo,  and 
launch  you  and  five  fellow  travelers 
from  one  of  the  vineyards  around 
Rutherford.  The  ascent  of  our  gondola 
was  so  gradual  as  to  reassure  a  member 
of  our  group  who  confessed  to  acropho- 
'  bia.  The  hour-long  flight  covered  just  a 
few  miles,  as  air  currents  were  disap- 
pointingly calm,  but  afforded  cinemat- 
ic longshots  of  Mount  St.  Helena  and 
the  patchworked  Valley  floor,  as  well 
as  closeups  of  woodpeckers  in  Douglas 
firs,  and  rows  of  gnarled  vines  as  we 
skimmed  toward  our  descent. 
Following  the  flight,  the  chase  crew 
drives  you  to  brunch  at  a  local  inn. 
($150  per  person,  brunch  extra;  for 
information  and  reservations  call  707- 
944-2822.) 

If,  however,  you  wish  to  atone  for 
last  night's  indulgence,  the  region  is 
richly  veined  with  trails  for  bicycling 
and  hiking.  You'll  find  bike  rentals  in 
most  towns;  rent  wheels,  saddle  bag 
and  helmet  from  the  St.  Helena 
Cyclery  (1156  Main  Street),  and 
weave  among  the  wineries  stationed 
every  few  hundred  yards  along  the 
Silverado  Trail — a  more  scenic  and 
less  populous  alternative  to  Highwax 
29.  Or  grab  a  stuffed  foccaccia  and 
Caesar  salad  from  Tra  Vigne  restau- 
rant's Cantinetta  on  your  way  out  of 
town  (1050  Charter  Oak  Avenue; 
opens  at  11:30  a.m.),  and  pedal  to  a 
picnic  site  among  the  redwoods  in 
Bothe-Napa  Valley  State  Park  on  Sr. 
Helena  Highway,  south  of  Calistoga. 
After  lunch,  it's  a  fine  hike  south  along 
the  1.5-mile  History  Trail  to  Bale 
Grist  Mill.  (A  number  of  wineries  also 
have  picnic  grounds,  with  the  unspo- 
ken proviso  that  you  drink  only  the 
house  wine.) 

Best  Hangout 
For  A  Rainy  Day 

(Or  Hangover) 
Head  for  the  Napa  Valley  Coffee 
Roasting  Company  for  all  your 
caffeine  needs.  The  outpost  in  Sr. 
Helena  is  a  newer  and  airier  version  ot 
the  original  branch  in  Napa.  Order  an 
elaborate  three-decker  coffee  or  a  fr;i- 
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Vhen  the  specifications  demand  the  spectacular,  nothing  less  is 

f ;,  called  for:  The  extraordinary  SharpVision  Projection  System. 

It  offers  resolution  that  continues  to  set  a  new  standard  in  LCD. 

A  picture  that  adjusts  up  to  a  breathtaking  Wh  ft.*  for  an  experience 
that  truly  measures  up  to  a  movie  theater.  All  in  one  sleek,  compact  design  that 
eliminates  bulky  cabinetry  and  allows  your  imagination  to  break  out  of  the  box. 


So  why  not  arrange  for  a  private  screening  at  a  select  SharpVision  Dealer? 

While  we're  demonstrating  our  remarkable  new  projection  system, 
you'll  be  demonstrating  your  commitment  to  the  best.  Call  1-800-BE-SHARP. 
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prose, 
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old-world  craftsmanship. 
At  Allen-Edmonds, 
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grant  ginger-peach  longevity  tea,  grab 
a  newspaper  from  the  racks,  and  peo- 
plewatch  or  eavesdrop  from  a  marble- 
topped  table  by  the  window.  Browse 
the  displays  of  brewing  and  serving 
accoutrements,  which,  along  with 
house  blends  of  coffee  and  tea,  can  be 
purchased  and  shipped  at  sensible 
rates.  (1400  Oak  Avenue,  St.  Helena; 
707-963-4491.) 

Another  Thing  To  Do 
When  One's  Spouse 
Is  Out  Tasting 
Napa  Valley  College  schedules 
an  extensive  roster  of  wine  and  cook- 
ing classes  each  season,  conducted  by 
local  professionals  at  winery  and 
restaurant  sites  around  the  Valley. 
Last  time  out,  we  were  fortunate  to 
pick  up  (on  short  notice)  one  evening 
of  a  two-session  course  taught  by 
Mark  Dierkhising,  the  young 
owner/chef  of  All  Seasons  Cafe  in 
Calistoga.  The  instructions  were 
briskly  organized,  the  recipes  chal- 
lenging, the  students  outgoing  and 
proficient,  and  together  we  managed  a 
very  respectable  meal  (including 
seafood  ravioli,  sweetbreads,  crab 
cakes,  and  biscotti)  with  noteworthy 
esprit  de  corps.  For  information  and  a 
brochure  of  current  offerings,  call  Sue 
Farley,  director  of  the  Culinary  Arts 
program  at  the  College;  707-253-3377. 

Best  Wine  Shops 
St.  Helena  Wine  Merchant, 

located  just  south  of  the  town,  boasts 
the  widest  selection  of  West  Coast 
wines  in  Napa  Valley,  plus  a  fair  sam- 
pling of  imports.  On  our  latest  visit, 
we  discovered  a  cache  of  Dunn 
Howell  Mountain  Cabernet — a  lust- 
ed-after  item  that  seldom  makes  its 
way  to  retail  shelves  outside 
California.  (-699  St.  Helena  Highway, 
St.  Helena;  707-  963-7888.) 

In  the  back  of  the  above-men- 
tioned All  Seasons  Cafe  is  a  clean, 
dimly  lighted  place  where  you'll 
stumble  onto  what  manager  John 
Wetlaufer  calls  cult  wines  from  occult 
winemakers* — extremely  limited 
releases  from  California's  most 
uncompromising  practitioners — as 
well  as  Napa's  classiest  selection  of 
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Company. 
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to  the 

Oakville  Grocery, 

and  not  just 

for  picnic  fixings. . . 


wines  from  Burgundy  and  the  Rhone 
and  Loire  Valleys.  If  there's  any  wine 
shop  in  these  parts  that  can  impress 
the  jaded  East  Coast  collector,  this  is  it. 
Incidentally,  the  Cafe  offers  an  unbeat- 
able food-and-wine  deal:  you  can  drink 
wines  from  the  shop  with  your  meal  for 
only  a  minimal  corkage  fee.  (1400 
Lincoln  Avenue,  Calistoga.  Wine  shop: 
707-942-6828;  Cafe:  707-942-9111.) 

Note:  If  you're  not  keen  on  lugging 
wine  through  airports,  both  wine 
shops  will  be  happy  to  ship  purchases 
for  you.  In  fact,  striking  up  a  relation- 
ship with  one  or  both  of  them  may  be 
the  only  way  you'll  be  able  to  latch 
onto  scarce  new  releases  from 
California's  emerging  superstars  once 
you've  returned  home. 

Other  Things  To 
Bring  Home 

Most  commercial  wineries  have  gift 
shops  selling  wine  gadgets,  both 
kitschy  and  practical. 

Indian  Springs  spa  carries  its  own 
line  of  skin  lotions  in  honeysuckle 
and  cucumber  scents — non-greasy 
and  cheap  at  $3.50  for  eight-ounces. 

Foodies  flock  to  the  Oakville 
Grocery,  not  just  for  picnic  fixings 
but  for  kitchen  supplies.  You'll  want 
to  load  up  on  their  remarkable  inven- 
tory of  oils,  vinegars,  spices,  aprons, 
and  such — though  shipping  and  han- 
dling costs  here  seem  a  bit  high.  (7856 
St.  Helena  Highway  at  Oakville  Cross 
Road,  Oakville;  707-944-8802.) 

A  quart  of  olive  oil  from  the  Napa 
Valley  Olive  Oil  Manufactur- 
ing Company  ($8)  merits  space  in 
your  carry-on  bag  for  the  flight  home. 
Local  cognoscenti  pass  over  the  bot- 
tles displayed  on  the  shelf  in  favor  of 
the  first-pressed  nectar  stowed  under 
the  counter.  A  clever  marketing  ploy, 
perhaps — but  the  extra  virgin  cold- 
pressed  oil,  deep  greenish-gold  and 
brilliantly  fruity,  represents  the  best 
quality  for  the  price  on  the  market. 
(835  McCorkle  Avenue,  St  Helena; 
707-963-4173.)  JS 

Amy  Tucker  is  a  professor  of  English 
at  Queens  College  in  New  York.  Her  hus- 
band ^T'^^W^n  ThnZEK  publishes 
The  New  York  Wine  Cellar  newsletter. 
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^^  ^1     he  stor)'  is  becoming 

^^  ^A    familiar.  Travelers 

come  to  the  Holy 
Land  to  find  the 
birthplace  of  their  reli- 
gion— and  return  the  next  year  bearing  golf 
clubs  and  scuba  gear  Executives  arrive  to 
investigate  doing  business  in  Israel — and 


schedule  the  company's  next  incentive  vaca- 
tion trip  before  they  leave. 

More  and  more  people  are  discovering 
an  Israel  they  never  expected,  a  countn'  that 
has  come  of  age  as  a  vacation  destination. 
In  1990  there  were  nearly  1.5  million  visitors 
to  Israel.  With  tensions  eased  in  the  Middle 
East,  tourism  early  this  year  was  up  231% 
over  1991,  according  to  Raphael  Farber, 
tourism  commissioner  for  North  America. 
Uzi  Baram,  Israel's  newly  appointed  minister 
of  tourism,  anticipates  more  than  1.7  mil- 


lion tourists  this  year,  and  2  million  to  2.5 
million  visitors  in  1993- 

The  reasons  are  easy  to  understand.  Few 
countries  can  match  Israel's  travel  variety.  In 
a  compact  country  only  slightly  larger  than 
New  Jersey  it  is  a  short  drive  from  religious 
shrine  to  city  or  seashore,  from  archaeologi- 
cal find  to  desert  and  mountain  adventures. 

This  year,  the  25th  anniversary  of  the 
reunification  of  Jerusalem,  is  the  perfect 
time  to  get  acquainted  with  the  many  new 
attractions  of  an  ancient  land. 


Photos  left  to  right:  David's  Tower,  in  Jerusalem;  David's  Pool,  near  the  Dead  Sea;  Yemenite  Folklore  Group; 
Windsurfing  in  Eilat;  Capernaum  Synagogue  in  Galilee;  Western  Wall  in  Jerusalem 


it. 


Do  all  airlines 
work  on  the 
same  principle? 


Airflow  divides 


They're  all  committed 
to  wind  velocity. 
And  G-forces. 
And  drag  coefficients. 
But  are  they  all 
committed  to  offering 
the  most  frequent 
nonstops^to  Israel? 
The  best  business 
class  to  Israel? 
Connecting  flights 
to  39  cities 
from  Israel? 
Including  weekly 
nonstop  service 
to  Beijing 
from  Israel? 
Next  question. 

EL!ZIJIi:» 

The  Airline  of  Israel. 


SLower-flowlng  air  below: 
Higher  pressure 
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The  first  sight  of  Jerusalem's 
golden  domes  is  a  moving 
one.  It  is  a  cit\'  that  has  sur- 
^^^^^^^    vived  against  the  odds  as  a 
center  for  all  faiths.  In  the  old  citv;  Jews  pray 
at  the  Western  Wall  Christians  follow  the 
Stations  of  the  Cross  along  the  Via  Dolorosa, 
and  Muslims  pray  in  the  Al-Aksa  Mosque 
and  pay  homage  to  such  shrines  as  the 
Dome  of  the  Rock. 

"Today  it  is  not  always  easy  to  remem- 
ber that  Jerusalem  was  once  a  divided  city, 
riven  by  barbed  wire  and  minefields,  mid- 
town  streets  running  into  a  wall," 
points  out  Teddy  Kollek,  mayor  of  the  city. 
"We  were  predicted  to  become  like  Belfast 
or  Beirut,  but  we  are  neither  of  these. 
Jerusalem's  calm  belies  the  image  of  it 
portrayed  on  television  news." 

Part  of  Jerusalem  s  appeal  is  its  con- 
trasts. The  Biblelands  Archaeological 
Museum,  which  opened  in  May  is  a  contem- 
poran'  showcase  for  ancient  artifacts  from 
the  lands  of  the  Bible  that  date  from 
6000  B.C.  to  600  A.D. 

Shopping  is  another  adventure  in  old 
and  new.  Not  far  from  the  bargaining  ven- 
dors in  the  crowded  Middle  Eastern  bazaars 
of  the  old  cit)'  is  the  Cardo.  This  submerged 
pedestrian  bvway  of  restaurants  and  shops 
selling  art  and  high  fashion  is  located 
along  the  restored  road  that  was  the  north- 
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south  axis  of  the  town  the  Romans  built 
after  they  destroyed  Jerusalem  in  70  A.D.  The 
buried  street  was  excavated  in  the  1980s. 

Not  to  be  missed  in  Jerusalem  is  the  his- 
toric King  David  Hotel,  a  favorite  of  royalt}' 
and  tourists  alike.  The  rich  splendor  of  its    ^ 
decor  is  unparalleled,  and  its  views  of  the  old 
city  are  magnificent. 
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rom  Jerusalem — or  any- 
where in  Israel — you  are  not 
far  from  water.  Israel's  226- 
mile  coastline  includes  four 
seas:  the  Mediterranean,  the  Red  Sea,  the 
Dead  Sea  and  the  Sea  of  Galilee. 

The  most  bountiful  coast  runs  for  137 
miles  along  the  Mediterranean,  where  Tel 
Aviv,  the  country's  center  of  commerce,  dou- 
bles as  a  resort,  with  beachfront  hotels  and 
promenades  and  the  largest  marina  in  the 
countr\'.  A  stroll  from  the  beach  leads  to  the 
sidewalk  cafes  along  Dizengoff,  a  street  that 
pulses  into  the  wee  hours. 

Tel  Aviv  is  an  excellent  place  to  sample 
Israel's  new  cuisine,  blending  the  best  of  the 
countr\''s  Middle  Eastern  and  European 
influences.  Less  formal  foods  are  another 
pleasant  discovery.  Almost  everyone  knows 
about  falafel,  but  the  new  favorites,  known 

Left:  Burekas,  flaky  filled  pastries,  are 
representative  of  Israel's  new  cuisine. 
Below:  "Columbus,"  a  new  work  by  Frank 
Meisler,  one  of  Israel's  best-known  artists. 


as  "burekas,"  are  flaky  pastries  filled  with 
spinach,  cheese  or  potatoes.  ^. 

Burekas  are  an  Israeli  success  ston'.  The 
dish  is  Balkan  in  origin,  like  the  Alkolombri 
family  that  is  the  country's  largest  burekas 
producer  Patriarch  Sami  Alkolombri  arrived 
from  Bulgaria  in  1948  and  began  making 
burekas  in  his  apartment  kitchen,  selling 
them  door  to  door  Still  a  family  business 
run  by  the  founder's  sons,  Yitzhak  and 
Nissim,  under  the  brand  name  Sami,  the 
burekas  are  now  produced  in  a  high-tech 
plant  near  Tel  Aviv  that  turns  out  20  tons  of 
pastries  daily  Burekas  have  also  taken 
Germany  by  storm  and  will  soon  be  avail- 
able in  New  York  area  supermarkets. 

Tel  Aviv's  Dizengoff  Center  is  a  fashion 
mecca.  Here,  as  in  all  major  cities,  you  can 
find  swimwear  by  Israel's  famous  makers, 
Gottex,  Diva  and  Gideon  Oberson,  plus  fine 
designs  in  leather  and  delicate  gold  and  sil- 
ver jewelrv; 

Tel  Aviv  is  also  an  excellent  place  to 
admire  and  purchase  the  work  of  Israel's 
vital  art  community.  Jacob  Agam,  one  of  the 
countr\''s  most  highly  regarded  artists,  is 
responsible  for  the  fountain  in  the  center  of 
Tel  Aviv  and  for  the  striking  facade  of  the 
Dan  Tel  Aviv  Hotel. 

Old  Jaffa,  the  ancient  port  just  south  of 
Tel  Aviv  whose  cobblestone  streets  and  alley- 
ways are  known  for  nightlife,  is  also  an  art 
colony  and  the  home  of  Israel's  best  known 
artist,  Frank  Meisler  Bom  in  Danzig  and 
educated  in  England,  Meisler  has  chosen  to 
live  in  Israel,  and  his  sculptures  reflect  his 
deep  love  for  his  heritage.  His  "Jerusalem 
Sphere,"  depicting  the  city's  wall,  towers  and 
buildings,  has  become  a  symbol,  and  repli- 
cas of  the  sculpture  are  presented  as  offici: 
gifts  to  heads  of  state  such  as  Margaret 
Thatcher  Meisler's  larger  sculptures  may  be 
seen  in  such  places  as  the  Shakespeare 
Memorial  Theatre  in  Stratford-upon-Avon,  a 
temple  in  Mannheim,  Gemiany  and  Seville, 
Spain,  where  he  has  a  major  new  commis 
sion,  entitled  "Columbus." 
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^^^^k      any  European  vacationers 
fl^^^^    favor  Netanya  Beach,  l6 
W  T^^^  i^i^^s  'lorth  of  Tel  Aviv  on 
^^^^^  the  cliffs  above  the  sea, 
/ith  steps  leading  down  to  landscaped  beach 
^romenades. 

Netanya  is  also  the  nation's  diamond 
enter.  The  diamond-cutting  industry,  begun 
y  refugees  who  fled  Belgium  and  Holland, 
low  produces  Israel's  number  one  export, 
Ath  $1.1  billion  sold  in  1991  to  the  U.S. 
lone.  Diamonds  are  less  expensive  for  con- 
umers  here  than  in  either  Europe  or  the 
J.S.,  according  to  Meir  Buber,  trade  com- 
nissioner  to  the  U.S.  Visits  to  diamond- 


The  Old  Jaffa  Port. 


cutting  factories  are  easily  arranged. 

In  Haifa,  cables  cars  run  from  the  beach 
to  the  top  of  Mount  Carmel  for  panoramic 
views  of  the  bay  Other  favorite  stops  along 
the  coast  are  Akko,  with  its  Crusader  walls 
overlooking  the  sea,  and  Caesarea,  known 
for  its  restored  Roman  amphitheater  The 


pen 
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^,^  to  the 
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n        }  1    t' 
^^  world  01 
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Meisler. 


Art  that  mo 


Judaica  and  sculpture 
that  capture  the 
essence  in  material 
and  form. 

Frank  Mcisk-r  Gallery, 
25  Simtat  Mazal  Arie, 
Old  Citvlaffa  61084  IsiMcl. 
Tel.  (972)3-813502 
Available  in  the  U.S.: 
Tcl(800)995-9199(East 
Coast)  or  (800)225-9080 
(West  Coast)  for  details. 


GEORGE  WASHINGTON  DIDN'T  SLEEP  HERE. 


But  almost  every  modern-day  President  visiting  JerusaFem 

has  slept  at  the  King  David  Hotel.  So  have  senators, 

congressmen,  heads  of  state  and  international  headline 

makers.  It's  a  procession  of  history  that  started  more  than 

sixty  years  ago.  And  now,  with  new  horizons  opening  up, 

the  King  David,  more  than  ever,  will  play  a  central  role 

as  Jerusalem's  host  par  excellence. 

:       THE 
KING  DAVID  HOTEL 
JERUSALEM 

0»e  of  the  seven  great  hotels 

of  the  Dan  chain. 

King  David,  Jerysalem  -  Dan  Tel  Aviv  -  Dan  Carmel,  Haifa 
Dan  Accadia,  Herzliya-on-Sea  -  Dan  Caesarea 
Dan  Panorama,  Tel  Aviv  -  Dan  Panorama,  Haifa 

Tor  reservations  and  information 

call  your  travel  agent  or  dial 

(800)223-7773/4,  (212)752-6120. 


WHAT  THE  CARIBBEAN 

WOULD  BE  WITH 
5000  YEARS  OF  HISTORY. 


Instead  of  another  trip  to  the  islands,  tal<e  a  trip  bacl<  in  time. 

Come  to  Israel,  where  our  ancient  towns  and  villages  have  enchanted 

travelers  for  centuries.  Like  the  Caribbean,  we  have  modern 

resort  hotels,  chic  clubs  and  sunny,  uncrowded  beaches.  But  when 

you  go  home,  you'll  have  more  than  a  beautiful  tan. 

You'll  have  beautiful  memories. 

ISRAEL  GOVERNMENT  TOURIST  OFFICE 

New  York:  212-560-0600  X  249  -Atlanta:  404-875-9924  -Chicago:  312-782-4306  •  Dallas:  214-991-9097 
Los  Angeles:  2 1 3-658-7462 -Miami:  305-539- 1919 -Canada: 


Hope  to  see  you  soon 


a:  416-964-3784  m  J9 


! 
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an  Hotel  is  headquarters  for  tliose  who 
if  ant  to  play  Caesarea's  famed  golf  course, 
')cated  within  sight  of  the  Roman  ruins. 
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Israel's  most  popular  play- 
ground is  the  southern  resort 
_     city  of  Eilat,  located  on  the 
^^^^Red  Sea,  where  the  sun 
lines  an  average  of  36O  days  a  year  Divers 
leed  no  introduction  to  Eilat's  3/4-mile 
oral  reef  and  exotic  marine  life,  but  it  is 
iQssible  to  enjoy  the  reef's  wonders  without 
ven  getting  wet,  at  an  underwater  observa- 
Dry  allowing  views  18  feet  below  sea  level. 

Eilat's  location  near  the  southern  tip  of 
he  Negev  Desert  also  makes  it  a  perfect 
arting  point  for  inland  adventures.  Desert 
3urs  are  available  via  jeep,  horseback, 
amelback  or  hiking  boots,  with  lodging  at 
jbbutz  Eliot,  in  a  holiday  village  or  in  a 
iedouin  tent  camp.  A  variety  of  expeditions 
available  through  the  Society  for  the  Pro- 
ection  of  Nature's  "Nature  Trails"  program. 


HISTORV, 
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The  Sea  of  Galilee  is  a  classic 
Israeli  blending  of  histor}' 
and  holiday  Places  such  as 
'^^t^^^  Capernaum  and  the  bap- 
tismal site  at  the  Jordan  River  are  shrines  for 
Christian  pilgrims.  But  the  calm  waters 
ilong  the  lake  alsoT)ffer  beaches,  water 
sports  and  lakeside  resorts.  Kibbutz  hotels  in 
this  area  at  Ginnosar  and  En  Gev  provide  a 
chance  to  tour  and  share  one  of  Israel's  well- 
known  agricultural  cooperatives.  Tiberias, 
one  of  the  busiest  Galilee  resorts,  is  known 
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for  its  waterfront  restaurants  serving  up  the 
local  specialty,  St.  Peter's  fish. 

Israel's  fourth  waterside  lure  is  the  Dead 
Sea  region,  the  lowest  point  on  earth.  Long 
before  spas  became  popular  in  the  U.S.,  peo- 
ple came  here  for  soaks  and  mud  baths  con- 
taining salt  water  minerals  believed  to 
relieve  muscular  diseases  such  as  rheuma- 
tism. The  Dead  Sea's  special  solariums  are 
world  renowned  for  psoriasis  treatment.  Spa- 
goers  also  come  for  beauty  treatments,  and 
they  return  home  with  cosmetics,  mineral 
soap  and  black  mud  soap  containing  Dead 
Sea  minerals. 

Also  found  along  the  Dead  Sea  is  the 
biblical  Sodom,  where  Lot's  wife  turned  to 
salt,  and  Masada,  the  clifftop  fortress  where 
Jewish  heroes  took  their  own  lives  rather 
than  surrender  to  the  Romans. 

Whatever  your  pleasure,  El  Al,  the  air- 


line of  Israel,  makes  the 
planning  easy  offering 
both  group  and  inde- 
pendent tours  on  a  var 
ety  of  themes.  El  Al's 
luggage  check-in  facili 
ties  at  New  York's 
LaGuardia  airport  and 
free  shuttle  service  to 
the  intemational 
terminal  at  Kennedy 
airport  make  it  conve 
nient  for  travelers  from 
other  cities  to  make 
connections.  • 


The  Dead  Sea 
offers  visitors  tlie 
opportunity  to  enjoy 
a  ttierapeutic 
mud  batfi. 


For  more  information,  contact  the 

Israel  Ministry  of  Tourism, 

350  Fifth  Avenue,  New  York,  NY  10 118, 

(212)  560-0600,  ext.  245. 


Eleanor  Berman  is  a  widely  published  travel  writer  and  the  author  of 

Away  for  the  Weekend,  a  series  of  travel  guides,  and  Traveling  on  Your  Own. 

Design:  Zaino  Design,  N.Y.C. 


BUREKAS! 

Coming  Soon  To  A  Kitchen  Hear  You 

by 

Sami  Burekas  Industries 

IVo  doubt  about  it,  BUREKA  is  about  to  become  a  household  word  in 
1  1  kitchens  all  across  the  country!  After  more  than  15  years  in  the  bakery 
business,  SAMI  BUREKAS  is  thrilled  to  be  bringing  our  unique  recipe  for 
this  divinely  delicious  Middle  Eastern  treat  from  Israel  to 
America.  Burekas  are  mouthwatering  flaky  puff  pastries  that 
have  been  shaped  into  triangles  and  filled  to  bursting 
with  potato,  cheese,  spinach,  mushrooms  or  a  variety 
of  other  delectable  vegetables.  Seasoned  to  per- 
fection, SAMI  BUREKAS  pop  out  of  the  oven 
as  heavenly  hors  d'oveures,  appealing 
appetizers,  superb  side  dishes  or  sim- 
ply sumptuous  snacks.  Whatever 
the  occasion,  SAMI  BUREKAS 
provide  the  ultimate  exotic 
gourmet  experience.  So, 
watch  for  SAMI 
BUREKAS— 
Coming  Soon 
To  Your  Favorite 
Supermarket! 

SAMI  BUREKAS  IMDUSTRIES  LTD. 

Manufacturers  of  Fresh  and  Frozen  Bakery  Products 
4  Yakuel  Street,  Bat- Yam  59597,  Israel 
Tel:  03-5511155  Fax;  03-5521133 


P^  neland  will  never  want  for 
eccentricities.  Until  last  year, 


for  example,  the  morning  of 
^August  12th  presented  patrons  of  The 
Savoy  hotel  in  London  with  this 
paramilitary  spectacle:  men  parachuting 
into  the  Thames  with  the  cadavers  of 
little  birds  attached  to  their  legs.  The 
men  were  Red  Devils,  one  of  Britain's 
elite  parachute  regiments;  their  passen- 
gers were  grouse,  one  of  Britain's  elite 
sporting  birds. 

From  the  water,  the  soldiers  carried 
their  charges  up  to  where  a  small  military 
band  was  playing.The  grouse  were  then 
presented  and  led  ceremoniously  to  the 
kitchens  of  The  Savoy.  There,  as  tradi- 
tion decreed,  they  would  become  the 
featured  dish  on  that  evening's  menu. 

Animal  rights  activists  have  since     |\ 
bested  the  Red  Devils,     ..,..     "^^^Ifcu^f 
who  resigned  the  field  in 
1991.  But  in  all  other 
respects,  the  meaning  of  the  day 
is  otherwise  unchanged:  it  is  the 
Glorious  Twelfth.     ^; 

No  one  makes  a  hullabaloo  about  the 
start  of  the  cricket  season;  there  is  no 
Blessed  Twenty-ninth  or  whatever  to 
mark  the  first  day  that  Englishmen  don 
pink  coats  to  frighten  the  foxes;  ditto- 
darts,  punting,  and  tossing  the  caber. 


m 


After  refilling  our  glasses  with  a  delightful  Burgundy,  the  maitre  d'  wished  us,  "Bon  appetit.' 


But  there  is  a  glorious  Twelfth  and  every  sportsman  in 
England  knows  it  to  be  the  opening  of  grouse  season — 
and  thereby  the  official  start  of  the  shooting  year.  It  is 
the  kind  of  day  that  men  who  forget  their  mother's  birth- 
days or  their  25th  wedding  anniversaries  have  neverthe- 
less burned  into  their  brains;  it  is  a  holy  day  (in  this  secu- 
lar age),  and  Englishmen  await  it  with  the  excitement 
and  expectation  of  a  nine-year-old  waiting  for  the  last 
day  of  school. 

But  it  is  not  just  the  sporting  types  who  look  forward 
to  the  Glorious  Twelfth.  Grouse,  like  all  game  birds,  are 
a  culinary  treat,  and  the  restaurants,  clubs  and  gamedeal- 
ers  of  London  do  a  brisk  trade  in  the  delectable  little  fel- 
lows. Unlike  the  more  common  pheasant  and  partridge, 
however,  grouse  are  especially  prized:  for  their  taste  but 
also,  as  their  season  is  comparatively  brief  and  they  are 
particularly  hard  to  hit,  because  there  are  so  few  of  them. 

In  the  past  few  years  another  activity  has  become 
associated  with  the  Glorious  Twelfth,  that  of  the  race 
down  from  the  grousemoors  of  Yorkshire,  Lincolnshire 
and  Scotland  to  bring  the  first  braces  to  London.  One 
could  almost  go  so  far  as  to  say  there  are  /wo  great  sporting 
events  on  the  Glorious  Twelfth:  the  shooting  of  the  grouse, 
and  the  race  to  bring  them  down  from  Scotland. 

The  notion  of  rushing  the  grouse  down  on  the 
Twelfth  is  gne  more  example  of  how  our  aggressive,  fast- 
paced  society  has  corrupted  yet  another  genteel  custom. 
In  the  Victorian  age  grouse  were  sent  down  via  the  Lon- 
don North  Eastern  Railway  on  the  express  train  from 
Edinburgh.  Usually,  it  would  take  the  grouse  a  little  over 
two  days  to  get  from  moor  to  London.  Then  maybe 
another  day  or  so  as  a  brace  of  birds  each  was  dispatched 
to  various  friends  and  relatives.  It  was  easily  three  or 
more  days  before  a  happy  recipient  would  be  able  to 
dine  on  the  grouse  so  kindly  sent  by  Cousin  Freddie. 


By  that  time  of  course  the  bird  had  had  a  chance  to 
acquire  the  proper  state  of  whiffiness  that  so  many 
Englishmen  reckon  essential  before  tucking  into  the 
grouse  and  bread-and-butter  sauce.  Three  days  were  the 
absolute  minimum. 

The  hard  core  who  prefer  their  game  "high"  firmly 
believe  that  a  bird  should  be  hung  by  the  tail  until  the 
maggots  have  done  their  work  sufficiently  well,  and  it 
falls  on  the  floor.  To  eat  grouse  on  the  Twelfth  these 
days,  before  even  the  earliest  stages  of  rigor  morfis  has  set 
in,  is  considered  by  many,  particularly  of  the  older  gener- 
ations, to  be  gauche  in  the  extreme. 

But  like  the  frenzy  for  the  first  sip  of  Beaujolais,  there 
are  those  who  simply  must  have  grouse  on  the  Glorious 
Twelfth.  Which  is  why,  in  the  name  of  the  journalism  of 
sport,  I  was  rocketing  around  Yorkshire  that  selfsame 
morning  with  Clive,  a  local  gamedealer.  Clive  kept  up  a 
lively  stream  of  good-natured  chatter,  punctuated  by  the 
occasional  expletive,  as  we  roared  through  sunlit  glens 
along  a  road  intended  only  for  sheep.  This  road  was 
treacherous,  but  Clive  drove  it  as  though  it  were  a  test 
track  and  our  clumsy  rental  van  a  performance  vehicle. 
Frequently,  we  became  airborne  only  to  land  seconds 
later  with  a  sickening  crunch.  Apparently  the  strain  was 
too  great  for  one  of  Clive's  men,  who  at  one  point  feebly 
asked  him  to  stop  the  van,  cjuickly  leaned  his  head  out 
the  window,  and  threw  up.  "Oi  'ate  the  fookin'  Glorious  . 
Twelfth,"  said  Clive. 

Although  the  G.T.  holds  little  glamour  for  the 
gamedealers,  speed  was  of  the  essence:  Clive  knew 
that  if  he  was  too  slow  the  grouse  would  not  reach 
London  in  time  for  dinner.  What  does  this  invaluable 
link  in  the  chain  actually  think  about  eating  grouser 
"Oi  don't  know,"  he  answers.  "Oi'vc  nivver  'ad  grouse 
on  the  Twelfth.  Oi'm  too  fookin'  busy.  But  if  Oi  did. 
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Oi'd  probably  just  defrost  one  uv  last  year's  birds, 
wouldn't  Oi?" 

Besides  nerves  of  steel,  delivering  the  grouse  takes  a 
surprising  amount  of  logistical  coordination.  While  it's 
dive's  job  to  collect  the  grouse  from  the  gamekeepers 
after  a  shoot,  he  must  then  pass  the  birds  along  to  drivers 
who  drive  them  down  to  London.  All  the  time  the  clock 
is  ticking.  From  Yorkshire,  even  averaging  90  miles  per 
hour  with  a  full  load  of  grouse,  it  takes  four  hours;  from 
Scotland  even  longer. 

My  next  wheelman  was  Clegg,  assistant  manager  for 
a  venerable  local  boucherie  in  Mayfair.  Gary  had  his  own 
reverent  opinions  about  the  Glorious  Twelfth:  "It's 
fackin'  stewpid,  innit.^" 

Pulling  up  just  after  five  in  the  afternoon,  we  were 
greeted  by  the  jeers  of  the  workers  of  this  upscale  abba- 
toir.  Led  to  the  back,  we  watched  as  an  impressive 
assembly  line  of  men  rapidly  plucked,  gutted  and 
trussed  each  bird. 

Within  minutes  the  first  load  of  grouse  was  ready  to 
be  delivered.  Jumping  into  yet  another  van,  we  tore 
through  the  streets  of  London,  pulling  up  at  the  kitchen 
doors  of  some  of  London's  finest  eating  establishments 
and  dropping  our  packages  into  the  hands  of  anxious 
sous-chefs.  From  now  until  dinnertime,  the  greatest  chefs 
in  London  would  be  hard  at  it. 

That  evening,  a  companion  and  I  arrived  at  Le 


Gavroche,  London's  only  three-Michelin-star  restaurant. 
Here,  we  could  judge  for  ourselves  if  our  day  had  been 
well  spent,  and  whether  fresh  grouse  really  were  edible. 
We  waved  aside  the  menu  and  informed  our  waiter  that 
we  would  have  two  grouse — at  a  mere  45  quid  each. 

They  appeared  finally  amidst  many  flourishes  of 
gleaming  silver  and  crisp  white  linen.  A  smiling  waiter 
smoothly  slid  the  platters  onto  the  table.  Clearly,  the 
grouse  had  undergone  a  dramatic  transformation  since 
that  morning.  A  pleasant  aroma  filled  the  air,  and,  after 
refilling  our  glasses  with  a  delightful  Burgundy  recom- 
mended to  us  by  the  sommelier,  the  maitre  d'  wished  us 
""Eon  appetitr 

It  did  not  take  long  for  us  to  decide  on  what  side  we 
stood  of  the  when-is-the-proper-time-to-eat-grouse  argu- 
ment. Michel  Roux  Jr.,  the  chef  at  the  Gavroche,  had 
done  a  superb  job.  Despite  what  others  might  say,  there 
was  a  gamey  flavor  but  not  one  that  seized  us  by  the 
throat.  In  fact,  I  can't  imagine  that  I  would  \\^ve,  liked  the 
grouse  after  hanging  for  several  days.  And  what  it  would 
have  tasted  like  after  the  maggots  had  had  a  real  go  at  it 
made  me  shudder.  Of  course,  this  is  not  to  deny  other 
people  in  their  pleasure.  If  they  want  to  eat  festering 
grouse,  be  my  guest.  38 

Charles  Stewart  Dubow  is  a  long-time grouseophile 
and  free-lance  writer  living  in  New  York. 
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HANGZHOU 
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of  tropical  gardens, 

Shangri-La  Hotel, 

Singapore 


Shangri-La,  "Paradise  on  Earth 
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HONG  KONG 

KOTA  KINABALU' 

KUALA  LUMPUR 

MANILA 

PENANG 

SHANGHAI 

SHENZHEN 

SINGAPORE 

VANCOUVER 


.  SHANGRI-LA 

HOTELS  and  RESORTS 

For  reservations  and  information,  please  call  USA  &  Canada 
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All  prices  approximate.  For 
details,  see  last  page.  His  wool 
crepe  suit,  $1,150,  and  wool/cash- 
mere overcoat,  $1,065,  by  Calvin 
Klein.  Shirt  by  Ermenegildo 
Zegna.  $140.  Tie  by  Greif  s  Grays 
by  Gary  Wasserman.  $57.  Shoes  by 
Alden.  $260.  Brief  Bag  by  Coach. 
$602.  Her  Hannel  vest,  $315,  skirt, 
$300,  and  cashmere  sweater,  $385, 
by  Calvin  Klein.  Silver  earrings, 
$270,  and  pendant,  $190,  by 
Patricia  von  Musulin.  Silver 
bracelet  by  Ecclissi.  $98.  Watch  1 
Gucci  Timepieces.  $295.  Vogue 
Firenze  sunglasses  by  Bausch  & 
Lomb.  $120.  Shoulder  bag  by 
Goldpfeil.  $725.  Alize  carry-on  by 
Louis  Vuitton.  $665.  Hawker  700 
jet  owned  by  Jet  Resource  Inc.  and 
operated  for  charter  by  AMR 
Combs,  executive  aviation  affiliate 
of  American  Airlines.  Prices  and 
scheduling:  513-762-6909. 
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^^ Looking  at  you,  you  'd  think  ym  mplac^d 
GEO5  every  day... How  can  you  be\so  calm?  This 
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is  an  execution,  not  a  company  outing. 


produced  and  Styled  by  Mark  Grischke 
Photographs  by  Noel  Sutherland  ~   Text  by  Duncan  Christy 
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''Look,  we've  got  the  proxies 
and  the  votes;  he  knows  that. 

I  think  he's  just  waiting  foi' 

the  push —  and  enough  digits 

on  the  handshake." 
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His  flannel  suit  by  Paul  Stuart. 
$1,037.  Shirt  by  Brooks  Brothers. 
$70.  Silk  tie  by  Countess  Mara. 
$60.  Tassel  loafers  by  Johnston 
&  Murphy.  $295.  Braces  by 
Coach.  $52.  His  gold  and  steel  _ 
Santos  watch.  $2,5507  aiW  her 
gold  rolling  ring  earriug^s, 
$1,550.  by  Cartier.  His  fountain 
pen.  $235.  and  her  ballpoint  pen. 
$35.  by  Waterman.  His  gold  "Bull 
&  Bear"  cufflinks.  $1,250.  and 
her  gold  button  cufniuks..  $950.-  • 
by  Tiffany  &  Co.  Her  spread-col- 
lar shirt.  $250.  pinpoint  vest. 
$395.  and  cashmere  skirt.  $1,350. 
by  Ralph  Lauren.  Shoes  by 
Stuart  Weitzman.  $170.  Briefcase 
by  Goldpfeil.  $1,425. 
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Its  an  intenm  Ct 


dtiiation,  like  Buffett  at 
lalomon.  We  clean  house, 
nn,{f  hack  the  stock  pric^, 
land  then  refinance  the  ^     ^, 


debt.  Textbook. 
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His  wool  and  caslunere  suit, 
$1,250,  cotton  shii-t,  $90,  and  silk 
tie  by  Polo/Ralph  Lauren.  Sockf^ 
by  Polo/Ralph  Lauren  Hosia  ' 
$18.  Cap-toe  shoes  by  AllesS 
Edmunds.  $230.  Gold  and  en 
"olive"  cufflinks  by  Schlum- 
beiger  for  Tiffany  &  Co.  $1,950^ 
Gold  Cougar  watch  by  Cartier.  ^ii4| 
$4,200.  Her  wool  crepe  suit,      ^ 
$4,055,  briefcase,  $1,340,  gold  ^ 
Mademoiselle  watch,  $4,000,  a 
all  accessoi-ies  by  Chanel.  >-;; 

Photographed  at  Casa  La  FflT^ 
New  York.     ,    >/■  j 
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His  wool  crepe  chalkstripe  suit 
by  Donna  Karan  New  York. 
$1,375.  Tab-collar  cotton  shirt  by 
Van  Heusen/417  Collection.  $38. 
Silk  tie  by  Ferrell  Reed.  $65.  Her 
charcoal  wool  pinstripe  jacket, 
$1,465,  pencil  skirt,  $495,  and 
rayon/silk  bodyblouse,  $480,  by 
Donna  Karan  New  York.  Silver 
earring's,  $300,  and  cuff.  $800,  by 
Patricia  von  Musulin. 
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"Youth  and  experience.  Enevfly  and 

savvy.  This  could  he  a  classic  team: 

Ms.  Outside  and  Mr.  Inside.'' 
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"Amanda,  cancel  my  appointments  tomorrow. 

Somet/iing\s  come  up  in  New  York... There's 

an  opportunity  for  an  acquisition  that  I  need 

to  explore  much  more  fully.' 


it  by  Giorgio 
iit  by  Eiiiporio 
y  Donna 
i$85.  Socks  by 
12.  Eyeglasses 
f  Peoples.  $290. 
••"glio  watch  by 


His  three-buttoi 
Ariuaiii.  $2,077. 
Armani.  $135.  T 
Kaian  New  Yoi'kB$85.  Socks  by 
Gordon  Walker.  apl2.  Eyeglasses 
with  clip  by  Olivfer  Peoples.  $29 
Stainless  steel  Ittaglio  watch  b 
Tiffany  &  Co.  $1,750.  Briefcase 
by  Gucci.  $1,100.  Her  three-but- 
ton wool  jacket.  $$,708.  silk 
blouse.  $498.  andlilk  pants. 
$1,374.  by  Giorgi<KArmani.  Silv 
and  malachite  pe 
Patricia  von  Mus 
Flannel  loafers  I] 


Blahnik.  $395.  ] 
glasses  by  Ban 
Briefcase  by  IVi 
Agenda  by  Go 


jnlk  pants. 
^Armani.  Silver 
ant  by 

in.  $240. 

Manolo 

r-Ban  sun- 

&  Loinb.  $100. 
;  Cross.  $595. 
fell.  $470. 


Cellular  phones  by  Motorola. 
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His  3-buttoii  wool  suit,  $1.:175. 
cotton  shirt.  $95.  tiiul  silk  tie. 
$75,  by  Ahiii  Flusscr.  Her  lace 
and  sequin  dress  by  Geoffrey 
Beene.  $2,990.  EarriUKS  by 
Kenneth  Jay  Lane.  $50.  Platinu 
leather  bracelet  bai;-  by  Palonut 
Picasso.  .$495.  Evening  sandalh 
by  Manolo  Blahnik.  $475. 


His  double-breasted  tuxedo  by 
Gieif  s  Grays  by  Gary  Wasser- 
man.  $895.  Dress  shirt  by  Brooks 
Brothers.  $75.  Silk  bow  tie  by 
Bubb.  $35.  Shoes  by  Florsheiin. 
$120.  Gold  and  malachite  "acorn" 
cufflinks  by  Schlumberger  for 
Tiffany  &  Co.  $1,350.  Gold-plated 
watch  by  Tissot.  $195.  Her  dress 
by  Scaasi  Boutique.  $4,500. 
Necklace,  $325,  and  bracelets,  O 
$125  each,  by  Kenneth  Jay  Lane. 
Earrings  By  Jay  Strong-water. 
$110.  Evening-  bag  (on  table)  by 
Bally  of  Switzerlancj|>$285.  Satin 
shoes  by  Manolo  Blaluuk.  $590. 
(  For  information  regaming  this 
apartment  at  the  Hotel  Pierre, 
contact  exclusive  broker,  Roger 
Ericksou,  V.P.,  at  William  B.  May 
■"-     ' —     "—r  York.  212-688-8700 
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"You  know,  the  more  I  think 

about  it,  the  more  I  think  taking 

it  private  is  just  what  we 

ought  to  do..." 


Store  Credits 


ON  THE  LANDING  STRIP:  His  suit 
and  overcoat  by  Calvin  Klein:  Barneys, 
New  York;  Bigsby  &  Kruthers,  Chicago; 
and  Saks  Fifth  Avenue,  San  Francisco. 
Shirt  by  Ermenegildo  Zegna:  Ermenegildo 
Zegna,  New  York;  Ultimo,  Chicago;  and 
all  Neiman  Marcus  stores.  Tie  by  Greifs 
GraysjGary  Wasserman:  Leslie  &  Co, 
Houston;  and  Sims,  Minneapolis.  Shoes 
by  Alden:  call  800-325-4252  for  stores  in 
your  area.  Brief  Bag  by  Coach:  for  stores 
and  ordering  information,  call  800-223- 
8647.  Her  vest,  skirt  and  sweater  by  Calvin 
Klein:  vest  and  skirt  at  Rich's,  Atlanta; 
sweater  at  Ruth  Kishline,  Naples; 
ensemble  at  all  Calvin  Klein  and 
Bloomingdale's  stores.  Earrings  and  pen- 
dant by  Patricia  von  Musulin:  Charivari 
57th  Street,  New  York;  Stanley  Korshak 
at  The  Crescent,  Dallas;  and  all  Saks 
Fifth  Avenue  stores.  Bracelet  by  Ecclissi: 
Nouvelle  Eve,  Omaha;  and  all  Macy's 
West  and  Nordstrom  stores.  Watch  by 
Gucci  Timepieces:  fine  stores  worldwide. 
Sunglasses  by  Bausch  &  Loinb:  All  Macy's, 
Neiman  Marcus,  and  Sunglass  Hut 
stores.  Bag  by  Goldpfeil:  Barneys,  New 
York;  Tootsie's,  Houston;  and  all 
Goldpfeil  boutiques.  Luggage  by  Louis 
Vuitton:  all  Louis  Vuitton  stores. 

COFFEE  BREAK:  His  suit  by  Paul 
Stuart:  Paul  Stuart  Madison  Avenue, 
New  York.  Shirt  by  Brooks  Brothers:  all 
Brooks  Brothers  stores.  Tie  by  Countess 
Mara:  Countess  Mara  boutiques  in  New 
York  and  Los  Angeles;  and  all  Lord  & 
Taylor  stores.  Loafers  by  Johnston  & 
Murphy:  select  Nordstrom  and  Dillard's 
stores;  and  all  Johnston  &  Murphy 
stores.  Braces  by  Coach:  for  stores  and 
ordering  information,  call  800-223-8647. 
Pens  by  Waterman:  Arthur  Brown,  New 
York;  Fahrney's,  Washington  DC;  and 
H.  G.  Daniels,  California.  Cufflinks  by 
Tiffany:  all  Tiffany  &  Co.  stores,  or  call 
800-526-0649.  Watch  and  earrings  by 
Cartier:  all  Carrier  boutiques,  or  call  800- 
CARTIER.  Her  clothing  by  Ralph  Lauren: 
vest  and  shirt,  Polo/Ralph  Lauren, 
Beverly  Hills;  skirt,  Polo/Ralph  Lauren, 
Palo  Alto;  all,  Polo/Ralph  Lauren 
Madison  Avenue,  New  York.  Shoes  by 
Stuart  Weitzman:  Lord  &  Taylor,  New 
York.  Briefcase  by  Goldfeil:  Barneys,  New 
York;  Tootsie's,  Houston;  and  all 
Goldpfeil  boutiques. 

BUSINESS  LUNCH::///.v  .?///•/,  shirt  and 
tie  by  PolojRalph  Lauren:  Polo/Ralph 


Lauren  in  Palo  Alto,  Washington  DC, 
and  New  York.  Socks  by  PolojRalph 
Lauren  Hosiery:  department  stores 
nationwide.  Shoes  by  Allen-Edmunds: 
select  Saks  Fifth  Avenue  stores;  and  all 
Macy's  and  Nordstrom  stores.  Cufflinks 
by  Tiffany:  all  Tiffany  &  Co.  stores,  or  calj 
800-526-0649.  Watch  by  Cartier:  all  Cartier 
boutiques,  or  call  800-CARTIER.  Her 
clothing  and  accessories  by  Chanel:  suit  at 
Chanel  boutiques  in  San  Francisco, 
Washington  DC,  and  Honolulu; 
Bergdorf  Goodman,  New  York;  and  all 
Neiman  Marcus  stores.  Briefcase  at 
Chanel  boutiques  in  Palm  Beach, 
Chicago,  and  Beverly  Hills.  Watch  at 
Chanel  boutiques  and  fine  jewelers 
nationwide. 


IN  THE  CONFERENCE:  His  suit  by 
Donna  Karan  New  York:  Barneys,  New 
York;  and  select  Neiman  Marcus  and  I. 
Magnin  stores.  Shirt  by  Van  Heusen:  G. 
Fox,  Hartford;  Joslin's,  Denver;  and  Bon 
Marche,  Seattle.  Tie  by  Ferrell  Reed: 
Dayton's,  Minneapolis;  Marshall  Field's, 
Chicago;  and  all  Nordstrom  stores.  Her 
suit  and  blouse  by  Donna  Karan:  Saks  Fifth 
Avenue,  New  York;  Barneys,  Chicago; 
and  Neiman  Marcus,  Beverly  Hills. 
Earrings  and  cuff  by  Patricia  von  Musulin: 
Charivari  57th  Street,  New  York;  Stanley 
Korshak  at  The  Crescent,  Dallas;  and  all 
Saks  Fifth  Avenue  stores. 

IN  THE  LIMO :///.(■  suit  by  Giorgio 
Armani:  (jiorgio  Armani  bouti(|ues  in 
New  York,  Manhasset,  and  Beverly 
Hills.  Shirt  by  Eniporio  Armani:  Fmporio 
Armani  boutiques  in  New  York,  Costa 
Mesa,  and  Honolulu.  Socks  by  Gordon 
Walker  Hosiery:  department  stores  nation- 
wide. Glasses  by  Oliver  Peoples:  The 


Eyeman,  New  York;  Ocularium,  San 
Francisco;  and  Mr.  Eye's  Optical, 
Coconut  Grove.  Watch  by  Tiffany  :  all 
Tiffany  &  Co.  stores,  or  call  800-526- 
0649.  Briefcase  by  Gucci:  select  Gucci 
stores.  Her  jacket,  blouse  and  pants  by 
Giorgio  Armani:  Bloomingdale's,  New 
York;  and  Giorgio  Armani  boutiques  in 
New  York,  Boston,  and  Chicago.  Pendant 
by  Patricia  von  Musulin:  Charivari  57th 
Street,  New  York;  Stanley  Korshak  at 
The  Crescent,  Dallas;  and  all  Saks  Fifth 
Avenue  stores.  Shoes  by  Manolo  Blahnik: 
Manolo  Blahnik,  New  York;  Bergdorf 
Goodman,  New  York;  and  all  Neiman 
Marcus  stores.  Sunglasses  by  Bausch  & 
Lomb:  All  Macy's,  Neiman  Marcus,  and 
Sunglass  Hut  stores.  Briefcase  by  Mark 
Cross:  all  Mark  Cross  stores,  or  call  800- 
223-1678.  Agenda  by  Goldpfeil:  Barneys, 
New  York;  Tootsie's,  Houston;  and  all 
Goldpfeil  boutiques.  Phones  by  Motorola: 
call  800-331-6456  for  information. 

BY  THE  CARRIAGE:///^  suit,  shirt 
and  tie  by  Alan  Flusser:  Bergdorf 
Goodman  Men,  New  York.  Her  dress  by 
Geoffrey  Beene:  Bergdorf  Goodman,  New 
York;  I.  Magnin,  San  Francisco;  and 
select  Nordstrom  stores.  Earrings  by 
Kenneth  Jay  Lane:  Kenneth  Jay  Lane  bou- 
tiques in  Beverly  Hills,  Chicago,  and 
New  York.  Handbag  by  Paloma  Picasso:  I. 
Magnin,  San  Francisco;  and  Bergdorf 
Goodman,  New  York.  Shoes  by  Manolo 
Blahnik:  Manolo  Blahnik,  New  York. 

ON  THE  TERRACE:  His  tuxedo  by 
Greifs  GrayslGary  Wasserman:  Barneys, 
New  York.  Shirt  by  Brooks  Brothers:  all 
Brooks  Brothers  stores.  Bow  tie  by  Bubb: 
Bubb,  New  York.  Shoes  by  Florsheim:  call 
800-446-3500  for  stores  in  your  area. 
Cufflinks  by  Tiffany:  all  Tiffany  &  Co. 
stores,  or  call  800-526-0649.  Watch  by 
Tissot:  all  Macy's,  Marshall  Field,  and 
Saks  Fifth  Avenue  stores.  Her  dress  by 
Scaasi:  to  order  at  Bergdorf  Goodman. 
New  York;  Jamie,  Nashville;  and 
Hirshleifer's,  Manhasset.  Necklace  and 
bracelets  by  Kenneth  Jay  Lane:  Kenneth  Jay 
Lane  boutiques  in  Beverly  Hills, 
(>hicago,  and  New  York.  Eanings  by  Jay 
Strongwater:  all  Saks  Fifth  Avenue. 
Bloomingdale's,  and  Nordstrom  stores 
Bc/gby  Bally:  call  800-825-5030  for  stores 
in  your  area.  Shoes  by  Manolo  Blahnik: 
Manolo  Blahnik,  New  York;  Bergdoil 
Goodman,  New  York;  and  all  Neiman 
Marcus  stores.  JD 
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The  catalogs  featured  on  these  pages  offer  an  extensive 
selection  of  enticing  merchandise.  Requesting  them  is  easy — 
simply  mail  in  the  reader  service  card  enclosed  or  call 
the  800  numbers  listed. 
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World 


The  exclusive  cover  w^ith  its  design  from  the  Yves 
Saint  Laurent  Collection  is  just  an  introduction  to  this 
collection  of  luxury  hotels.  The  1993  Directory  of 
The  Leading  Hotels  of  the  World  contains  color  photo- 
graphs, deschptions  and  rate  information  on  260 
member  hotels  worldwide.  Please  send  or  call  for  your 
personal  copy. 

747  Third  Avenue,  New  York,  NY  10017-2847 
For  reservations,  contact  your  travel  consultant  or 
call:  (800)  223-6800  or  (212)  838-3110. 
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Bring  the  World's  Best  Aerobic 
Exerciser  Into  Your  Home. 

NordicTrack®cross-country  ski 
machine  duplicates  cross- 
country skiing,  which 
meclical  and  fitness 
experts  agree  is 
the  best  form  of 
aerobic  exercise 
available.  It  provides 
total-body  aerobic 
'     exercise  and  its  safe  and 
■1^  non-jarring  motion 

I  eliminates  risk 

,1  of  injury. 

Models  priced  from  $299  to  $1,299. 

Call  today  for  a  30  day 
in-home  trial! 
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'/S^oZ'r?  1-800-328-5888^ 


®  mi  NordicTraik.  Inc .  \  C.ML  Company 
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.\ll  righls  reNer\ed 


All  your  holiday  fantasies  come  to  life 
in  the  new  1992  NEIMAN  MARCUS 
Christmas  Book.  Over  100  colorful 
pages.  Uncommon  fashions.  Epicurean 
delights.  Another  outrageous  "His  & 
Hers"  gift.  All  this  and  more  with  a  one 
year  subscription  for  only  $6.50,  appli- 
cable toward  your  first  credit  purchase. 
(Foreign  subscription,  $15.00.) 


Famous  for  original  designs  in  silver  and 

gold,  emphasizing  the  classic  from 

traditional  to  contemporary.  Catalogs  $6. 

114  East  Palace  Avenue, 

Santa  Fe,  NM  87501.  800-545-2056. 

\M  James  Reid,  Ltd. 


THE 

METROPOLITAN 
MUSEUM  OF  ART 


THE  METROPOLITAN  MUSEUM  OF  ART 

The  perfect  Christmas  present  from  the  Metro- 
politan Museum.  Shop  by  mail  with  our  new  144- 
page  catalogue  of  unusual  and  distinctive  pre- 
sents; most  available  only  from  the  Museum. 
Jewelry,  decorative  works  of  art,  sculpture, 
Christmas  cards  and  ornaments,  posters,  art 
t^x)ks,  and  a  special  selection  of  presents  for 
children.  Catalogue  $1.00. 
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Bose  Express  Music.  The  World's  largest  music 
catalog  features  virtually  every  CD,  Tape  and  Video 
available.  Shop  from  over  70,000  Rock,  Pop,  Jazz 
&  Classical  titles  in  this  enormous  320  page  source 
book.  The  catalog  includes  recommendations, 
highlights  of  magazine  reviews  and  past  Grammy 
winners.  Subscribers  also  get  1  free  year  of  Up- 
dates covering  new  releases  and  music  specials. 
Subscription  charge  of  $4  is  refundable  on  first 
order. 
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California  Premium  Pistachios  are  hard  to 
resist.  They  come  from  Huntley /Moore  Farms, 
which  is  still  family  owned  and  operated. 
Expertly  dry-roasted  and  lightly  salted,  these 
naturally  green  nuts  are  large,  tender  and  tasty 
and  simply  delicious. 

2  1/2  Lb.  Bag  (shown) 
#82-414508,  $21.00 
5  Lb.  Bag  #82-466094 
Special  Price  $35.00 

available  at  WILLIAMSSONOMA 

1-800-541-2233 


Timely 
Reminder 


Your  full  color  logo  on  this  tfetoe  watch  with  quartz 
movement,  goldtone  case,  stone  crown,  luxury  leather  band, 
sweep  second  hand.  Includes  battery,  five-year  warranty. 
Great  promotion,  incentive,  gift,  or  premium  to  remind  cus- 
tomers or  employees  of  your  corporate  identity.  In  both 
men's  and  women's  styles. 
Special  Promotion  Offer— $19.50.  Send  us  any  color 
graphic  or  logo  (stationery  or  business  card  will  do)  and 
$1 9.50  ger  watch  (limit:  3  per  customer  at  this  special 
price)  plus  sales  tax  in  CA  only.  Once  you  see  the  quality  of  your 
personalized  watch,  we're  sure  you'll  order  more.  Great 
prices,  even  in  small  quantities.  Order  Now! 


/American 


IMMGIS 


One  Waters  Park  Drive, 

Suite  213,  Foc 

San  Mateo,  CA  94403  USA 

(415)358-0800 


Distinctive  Sail  Models 

Museum  Quality  •  Ready  to  Display 


Hand  Crafted  from  li/latiogany  &  feafr 
Wide  Selection  From  S895.00 
Lengtii  18" -38" 

SEACRAFT 


66/5  N.  Sconsdale  Rd.,  Scotlsdale,  AZ  85250 
16021 951-9518  •  FAX  {6021 951-2292 

For  Our  Catalog  Call  (800)  356-1987  h 


Barnes/^  Noble 

Booksellers^— ^Since  1873 


BUY  BOOKS? 

BUY  SMART! 

USE  AMERICA'S  #1 

BOOK  SALE  CATALOG 

The  Barnes  &  Noble  Sale  Catalog  can 
save  you  up  to  80%  on  quality  over- 
stocks. Imports,  exclusive  reprints, 
CDs,  cassettes  and  videos.  Many 

items  are  mail  order  exclusives.     $  1 .00 


Wilderness  Travel.  The  Leaders  in  Adventure 
Travel .  .  .  Inn-to-Inn  tiiking,  trekking  expeditions, 
w/ildlife  safaris,  cultural  journeys,  sailing  adven- 
tures, sea  kayaking  .  .  ,  Andes,  Amazon,  Alps,  Africa, 
Antarctica,  Galapagos,  Nepal,  Pakistan,  Turkey, 
Patagonia,  Costa  Rica,  Borneo,  Indonesia,  and  much, 
more!  15th  year,  featuring  small  groups,  all  abili- 
ties, and  the  best  leadership.  Call  1-800-368-2794, 
ext.  118  for  our  free  104-page  color  catalog. 


Foreign-Language 

Self-Instructional 

Book/Cassette  Courses. 

Choose  from  230  courses  in  79 
languages.  Comprehensive  courses 
designed  for  learning  on  your  own, 
developed  for  State  Department 
personnel.  Also  brief  courses  for 
travelers,  and  "No-Time"  courses — 
ideal  for  learning  while  driving,  etc. 
They  really  work!  52-page  catalog, 
$1 .00,  refundable  with  order. 
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ORIGINAL  HISTORICAL  A  UTOGRAPHS 

Profiles  in  History  offers  the  nation's  finest 

selection  oi guaranteed  authentic  autographs, 

letters,  documents,  manuscripts  and  vintage 

signed  photos.  Fully-illustrated  catalogues 

published  quarterly.  Annual  subscription  — 

S45.  Single  issues  —  $10. 

Inquiries  welcome!  Call  toll-free 

(800)  942-8856.  PROFILES  IN  HISTORY 

345  N.  Maple  Drive 

Suite  202  •  Beverly  Hills,  CA  90210 
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SAFARI  PRESS  catalog  contains  America's  finest 
selection  of  books  &  videos  on  big-game  hunting, 
wingshooting.  and  firearms.  Books  on  buffalo  in 
Africa,  large  caliber  double  and  bolt-action  rifles,  fine 
English  shotguns,  woodcock  hunting  in  the  North, 
ducks  along  the  Mississippi,  Marco  Polo  sheep  in 
Asia,  elk  in  the  Rockies  and  jaguar  in  South  Ameri- 
ca. A  super  selection  for  yourself  and  your  friends. 
Catalog  $1.00. 
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CONNECTION 


Catalog  Marketers — 

Don't  miss  the  next 

Catalog  Connection 

appearing  in  May  1993. 

Call  Linda  Loren  for  details 

212-620-2440 

Fax:212-620-2472 
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The  newest  idea  in  aerobic 
fitness  from  NordicTrack... 


...Downhill 

skiing 

at  home  with 

NordicSport". 
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Edge 


ji  o  r  d  i  c  sport 

by  ^ordicpmck 

Call  for  a  30  day  in-home  trial 
For  a  FREE  VIDEO  and  brochure,  call 

1-800-445-2231f7"{i,2 

©  1992  NordicTrack,  Inc.,  A  CML  Company  •  All  rights  reserved. 


ADVERTISEMENTS 


DAVID  MORGAN  offers  a  unique  selection  of 
specialties.  Filson  outdoor  clothing  in  wool  and 
cotton;  Englisfi  corduroy  and  moleskin  trou- 
sers; Scottish  waxed  cotton  jackets;  Akubra 
Hats  fronn  Australia;  Northwest  Coast  Indian 
and  Celtic  Jewelry;  Ordnance  Survey  maps 
and  tour  guides  of  Britain;  Welsh  ethnic  items. 

Telephone  (206)  485-2132 
or  send  for  catalog.  FREE. 

^  David  Morg^LA 

11812  Northcreek  Pkwy  N,  Suite  103,  Bothell,  WA  98011 


The  Museum  of 
Modern  Art 
Gift  Catalog  '92 
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RECORDED  BOOKS' 

The  unabridged  sound  of  best-sellers! 

Listen  to  unabridged  Recorded  Bool(S'"  on 
cassette  performed  by  expert  narrators  while 
you  drive.  John  Grisham's  The  Firm,  Pat 
Conroy's  The  Prince  of  Tides  and  over  700 
more.  Call  now  for  a  free  introductory  catalog: 
1-(800)-638-1304.  Asl(  about  our  easy  rentals 
by  mail.  FREE 

270  Skipjack  Road,  Prince  Frederick,  MD  20678 
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Steinway  <St  Sons.  The  piano 
chosen  by  90%  of  the  world's  per- 
forming artists.  An  extraordinary 
musical  instrument  and  enduring 
investment,  handmade  without 
compromise  since  1853.  Color 
brochure  $5.00.  Call  direct 
1-800- 366-1853  today. 


SOUIMPIVIATE 

The  Super  Siren  For  Personal  Protection 


The  SoundMate  Personal  Safety  Siren 
is  a  revolutionary  new  assault  deterrent 
utilizing  the  latest  microprocessor  and 
engineered-acoustics  technology.  One 
squeeze  releases  a  piercing  'super 
siren'  designed  to  disorient  attackers, 
call  for  assistance  and  demand  attention. 
Ruggedly  durable,  it  has  coded  deacti- 
vation and  a  battery-testing  feature. 
Priced  at  $129.95*,  SoundMate  comes 
with  a  30-day,  money-back  guarantee, 
and  3-year  product  warranty.  Call 
1-800-882-5778  ext.  FCC  102  today. 

'plus  tax  where  applicable  and  shipping 


SCOTLANDS  FINEST  FOODS 
WORLD  RENOWNED 

Gifts  of  Excellent  Taste 

PRE-SLICED 

SMOKED  SCOTTISH  SALMON 

1  LB  SIDE  532.50       2  LB  SIDE  559.50 
6-Four  oz.  Handy  Freezer  packs 
lyjLbs.        548.50^ 

CASPIAN  SEA  CAVIARS 

The  finest  grades  available 

FOIEGRASATITSBEST 

Enjoy  the  Cuisine  of  France 

1-800-858-7100 

FAX  410-644-0635 
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This  holiday,  give  the  best  in  contemporary  design 
for  personal  or  business  gifts.  Catalog  $3.00. 
For  Corporate  Gift  Service  only,  call  212-708-9444 
for  all  the  details,  including  volume  discounts 
and  personal  shopping  assistance.  ^ 


Huntington  Clothiers  &  Shirtmakers 

82-page  color  catalogue  offers  30%  off  specialty 
store  pricing  on  traditional  men's  dress  shirts, 
three-button,  natural -shoulder  suits  and  sport- 
coats,  dress -make  trousers,  casual  wear  and  pure 
silk  neckwear.  As  the  manufacturer  of  many 
items  offered,  Huntington  offers  premium  fabrics 
and  high  quality  construction  standards.  Call 
800-848-6203  for  24-hour  toll  free  ordering. 


Stifring  drinks ,. 
and  stirring  images 
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By  Neal  Santelmanit 
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_    at  the  bottom  of  \ 

I 

'^the  world 

1 

J                              ! 
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If  3  S  C      C  n  IT  i  S  t  m  3  S  j     a  friend  gave  me  a  beautiful, 
black  glass  paper^veight  shaped  like  the  globe.  "I  thought  it  fit  you, 

a  black-hearted  ^Mrbrld^  ^aveler,"  he  said,  referring  to  my  upcoming 

■■">»■'  .  .  .. 

cruii^e  to  Antarctica  and  jpcty  cynical  take  on  just  about  everything.'.  . 

Antarctica  ivas  nowhere  to  be  found.  Where  the  fifth-largest  conti- 

*--*'■.'"..  ,  • ' 

netit  should  have  been  there  ivas  instead  a  "Made  in  Taiwan"  sticker. 

The  globe  maker  probably  heyeip.noticed  it  ivas  missing. 

.V  ,■■*."-.-■  '  •     ■  ■     .  .       . 

That's  typical  acki^owledgement,  1  suppose,  for  what  the  Romans 

'i 

ilismissed  as.  tejrra  incognita  australis  ("unknown  southern  land"), 

,  -  <    •  •,     \  -  ■  ■       _ 

and  t lie  IVovld'^ook  Ipncyclopedia  pegs'ks'.f'tite  col,d^st  and  most  deso- 


late region  on  earth."  Sure,  it's  cold' antd  des'<^ 


J 


V 


,  you  c<|is1d  eVen 


throw  in  barren,  forbidding  and. pretty  danin  unforgitrin^.  But  I'm 
happy  to  report  that  in  its  oivn  ivay  Antarctica  is  a  paradise,  ivell  ^vtprth 
the  consideration  of  any  traveler  ^vho  ivants  somethingrintffirt^tiB^ 

talk  a]bout  the  next  time  friends  staiptt»abMinft,abo»lLJIaaris. 

■"*''"■  "^  ;.'  '"^"^SfSBB 

There's  more  than  one  -way  to  tour  TlHte  Big  Ice  Cube,  ivhic|i~  sontersi: 
5,000  semi-r'vl^ged  souls  do  each  year.  A  feiv  countiHies  regi^ 
in  skiers  and  curiosity»sefikers,  and  the  Chilean! 


racks-like  hotel  on  one  of- the  islaiul^'^Bilf  you^ouldn''^lireliev 


v'a— «"-*-  — 


i*«Kfe;^.- 


iftard  it  is  tO  get  a  rent-a-cav  down  there,  so  for  tm^^Mt^vlSft^^ 
W;^iit^  Comfort  and  class,  eruistxig  is  thi^  Way 

Tooling  the -icy  byways  of  Antarctica  |«.not  your  typfi^j^- 
indeed,  our  operators  called  the  ivhole  deal  an  "expedition 
why  not?  You  don't  sail  to  Antarctica  to  get  a  tan  by  the  ^6 
You  go  to  discover,  exPjU>ye  and-eommujte; 

guano  and  get  splashed  by  icy  waC^Sfto  raee  frigid  blasts  hedd  on, 

Bn<out  for  ivan- 
dering  fur  seals  in  youlP  p^aith. 


hair  matted  under  a  heavy  woolen  cuajt.,  eyelr'ftiiiii'ilf 
. -     ^  '   «^- 


Souls  on  blue  ice:  an  Antarctic  phenomenon. 


We  sailed  in  February'  (late  sum- 
mer way  down  under)  aboard 
SeaQuest's  M.S.  Frontier  Spirit  (for- 
merly represented  by  Salen 
Lindblad),  a  $50  million  "super  ice 
class"  cruiser.  The  cabins  aboard  the 
361-foot,  164-passenger  vessel  were 
roomy  and  quite  nice.  Each  was  a 
double  with  a  private  bathroom,  and 
18  cabins  had  verandahs — well 
worth  the  extra  cost.  Dress  on  board 
was  strictly  casual, 
and  they  supplied 
the  parkas. 

The  food  was 
excellent  and 
abundant  (alco- 
holic beverages 
were  extra),  and 
unassigned  seating 
in  the  dining  room 
fostered  plenty  of 
mixing.  So  too  did  2" 
the  Frontier  Spirit' s  anyplace- 
goes  policy:  even  the  bridge  was 
open  to  passengers,  and  it  soon 
became  the  hangout  for  whale- 
watching  in  the  evening  and  ice- 
berg-dodging at  mid-day. 

Surveying  the  route  map  prior  to 
departure,  the  tourist  is  apt  to  feel 
disappointment:  is  thatiiW  we're  gonna 


see?  But  unless  you're  a  scientist 
there  isn't  much  to  see  on  Antarctica 
proper.  It's  a  big  iceball:  98%  is 
under  the  frozen  stuff.  More  inter- 
esting are  the  surrounding  wildlife- 
studded  islands,  easily  accessible  by 
the  Zodiac  landing  craft  stacked  on 
the  Frontier  Spirit' ■?,  stern. 

It  had  taken  us  two  days,  by  plane 
and  bus,  to  get  from  the  States  to 
Ushuaia,  Argentina.  That  was  the 
jumping  off  point 
for  the  Antarctic 
Peninsula,  a  1,400- 
mile-long  jut  of 
rock  and  ice  just 
600  miles  from 
South  America. 
The  real  fun  began 
^_  just  hours  out  of 
port  as  the  relent- 
.J^  less  blue  of  the 
liaH  Drake  Passage 
gave  us  a  gastrointestinal  shakedown 
not  to  be  forgotten.  We  never  hit  any 
30-foot  waves,  but  we  took  plenty  of 
furniture-shifting  25-footers.  Like 
most,  I  awoke  after  a  restless  night 
feeling  plum  and  ten  minutes  later 
went  prune.  It  was  a  good  day-and-a- 
half  before  we  saw  the  first  icebergs 
of  Antarctica — brilliant  monsters  of 


white  against  blue  water  and  grey 
sky — and  the  first  penguins  swim- 
ming shoreward  during  breakfast. 

Our  first  footsteps  on  King 
George  Island  couldn't  help  but  be  a 
thrill— ir£  DID  IT,  BABY,  THE 
BOTTOM  OF  THE  WORLD!  The 
weather  was  mild,  and  the  view  of 
the  Frontier  Spirit  resting  on  crystal 
blue  waters  against  a  towering  back- 
drop of  snow  and  charcoal-grey  cliffs 
was  just  plain  breathtaking. 

After  the  goose  bumps  faded, 
though,  our  first  landing  site  was  a 
tough  sell:  rock,  snow  and  not  much 
else.  The  Brazilian  scientists  sta- 
tioned nearby  snubbed  us.  The  rare  j 
and  delicate  moss  we'd  been  warned 
to  avoid  proved  unavoidable.  And 
the  few  skuas  in  the  area  were  justi- 
fiably furious  at  those  who  bumbled 
onto  their  ground-level  nests.  See- 
ing them  swoop  at  the  crouching 
offenders,  screeching  in  terror  and 
rage,  gave  one  a  sinking  feeling: y«.y/ 
what  the  hell  are  we  stupid  tourists 
doing  here,  anyway? 

But  we  got  better  (credit  the 
watchful  eyes  of  our  expedition  lead- 
ers), and  so  did  Antarctica.  I'hc  next 
morning  we  made  another  landing 
on  King  George,  at  Poland's  Are- 
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|how  to  be  intelligent  about  taking  pictures 
without  consulting  your  brain. 


MAXXL/M  xt  CAMERAS 

ONI.YFROM  THE  MIND  OF  MINOLTA 


Suddenly,  it's  a  no  brainer. 

All  the  knowledge  you  used  to 

need  to  take  brilliant  photos  is 

built  right    jr     m.  into  this 

fully  automatic,  ^^^A      little 


Maxxum®3xi 


camera. 


Ever  freeze  a  skier  and  his 

wake  in  perfect  focus  with  your 

point-and-shoot  camera? 

Not  likely.  Or  achieve  dramatic 

lighting  on  a  cityscape  in 

low  light?  We  didn't  think  so. 

And  yetthis  little  know-it-all 

will  handle  all  that  plus  zoom 

and  more  instantaneously. 

You  can  even  add  you r  choice 

of  lenses,  and  it'll  zoom 

fartherand  closer  than  any 

ordinary  point-and-shoot 

ever  dreamed  possible. 

That's  why  selecting  any  of  the 

Maxxumxi  cameras  is  so 

intelligent.  Besides,  you'll  be 

able  to  give  your  brain  a  rest. 


Now  Available,  Series  x/  Videos, 

only  $5.95  ($24.95  value). 

See  your  Minolta  dealer  today. 


Look  for  valuable  Minolta  USA  2-year  camera/5-year 

lens  limited  warranty  cards.  For  information,  see  your 

selected  Minolta  dealer  or  write:  Minolta  Corp.. 

Dept.  CR-1,  101  Williams  Drive,  Ramsey.  NJ  07446 

£  1992  Minolta  Corporation. 


MINOLTA 


towski  Station,  and  were  facc-to- 
beak  and  -snout  with  Antarctica's 
animal  kingdom.  As  the  bright  sun  Ht 
up  another  magnificent  backdrop, 
molting  elephant  seals  lounged  on 
the  shore,  a  pair  of  skuas  tore  into  a 
dead  baby  penguin,  and  a  gaggle  of 
photo-friendly  gentoo  penguins  did 
what  penguins  do  best:  eat,  crap  and 
run  around. 

Part  of  the  joy  of  Antarctica's  ani- 
mals is  that  they  have  yet  to  figure 
out  what  thoroughgoing  bastards  we 
humans  are.  They're  wary,  but  more 
because  they're  unfamiliar  with  our 
vertical  shape  than  because  they 
think  we're  going  to  kill  them. 
Opportunities  for  "up  close"  happen 
all  the  time.  Those  rocks  near  the 
water  turn  out  to  be  a  herd  of  fur 
seals  as  you  approach.  Those  blobs 
on  that  ice  floe  are  a  mama  Weddell 


seal  and  her  i\ory-toned  baby.  Watch      canic  land  mass  with  a  temper,  we 


your  back  step! — you  may  crush  a 
curious  sheathbill,  the  pigeon  of  The 
Deep  Freeze. 

With  Antarctica's  environment  so 
delicate,  and  the 
resident  scientific 
community  so 
tourist-//;/friendly, 
tour  operators  are 
restricted  as  to 
where  they  can 
drop  passengers. 
But  don't  worry: 
you'll  see  plenty 
of  rough-and-tum- 
ble wilderness 
during  the  land- 


crept  around  the  rusted  oil  tanks  and 
crumbling  barracks  of  an  abandoned 
British  outpost  that,  it  happens, 
neighbored  the  ruins  of  an  even 
older  Norwegian 
whaling  station. 
There  was  even 
an  airplane  in  the 
hangar.  But  the 
real  treats  lay  at 
the  end  of  the 
strikingly  beauti- 
ful black  beach. 
After  a  steep 
climb,  we  ooo/icd 
and  (i/i/i/icd  at 
Neptune's  Win- 


Antarctica's 

animals ^have  yet  to 

figure  out  ivhat 

bastards  ive 

humans  are. 


ings.  and  opportunities  for  quiet      dow,  a  natural  rock  formation  with  a 


reflection  abound.  In  ten  days  we 
saw  only  one  other  boat,  and  no 
other  tourists. 

Each  of  our  ten 
landings  lasted  a 
few  hours,  and  no 
two  were  alike. 


More  evidence  of  Madonna's  popularity. 


sheer  drop  to  the  sea  a  few  hundred 
feet  below.  Then  we  clung  our  way 
across  a  slope  and  found  a  nesting  of 
baby  cape  petrels,  still  a  few  weeks 
from  flight. 

Not  all  landings  were  exactly 
empyreal.  One  afternoon  at  Port 
While  we  buzz-  Lockroy,  we  spent  two  hours  plod- 
ed  icebergs  around  ding  over  pungent  guano-covered 
Half  Moon  Island,  granite  mounds  as  a  mass  of  gen- 
the  hum  of  our  toos — the  babies  covered  with 
Zodiac's  engine  poop — slipped  and  slid  around  us.  A 
loosened  a  hunk  of  light  snow  fell  but  didn't  so  much 
ice  that  almost  took  stick  as  absorb.  As  one  passenger 
out  our  little  boat,  put  it:  "I  can't  believe  it.  Here  I  am 
On  shore,  a  lone  a  grow  n  man  spending  \^'ednesday 
whaling  skiff  lay  afternoon  in  snow,  mud  and  pen- 
grey  and  broken  in      guin  crap..." 

the  falling  snow,  Just  motoring  through  the  place  is 

while  nearby  a  worth  the  price  of  admission.  There 
colony  of  perky  are  no  colors  in  Antarctica,  save  the 
chinstrap  penguins  water,  occasional  bursts  of  summer 
scrabbled  over  fungus,  and  a  few  ancient  icebergs 
rocky  peaks,  and  a  gone  bubblc-Iess  blue.  Kverything 
herd  of  fur  seals  else  is  grey  or  black  or  white, 
tried  to  maintain  Still,  cruising  along  in  a  light  snow 

composure  amidst  or  heavy  fog,  with  only  the  hum  of 
our  influx.  The  the  engines  as  accompaniment,  it  is 
snowy  shore      easy  to  lose  one's  self  in  Antarctica's 

stretched  on  forev-  cold  and  ciuiet  beauty:  granite  cliffs 
er,  and  a  giant  ice-  that  seem  to  hang  right  over  the 
berg  in  the  harbor  boat,  icy  mountains  that  touch  the 
made  a  perfect  sky,  a  crunch  of  ice,  a  gust  of  wind,  a 
photo-op  for  cud-  leopard  seal  on  an  iceberg,  a  watci\ 
dling  couples.  blow  from  a  whale. . . 

On     our     first  There  were  none  of  the  usual 

landing  at  Decep-  cruise  ship  diversions  during  down- 
tion  Island,  a  \()1-      time  between  landings:  no  mambo 
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Only  one  corporate  travel  payment  system 
can  keep  your  people  in  the  air  and  your  costs  on 
the  ground.  The  Air  Travel  Card  Payment 
System.  It  has  no  annual  fees,  no  interest 
charges  and  no  per-card  charges.  So  with 
the  Air  Travel  Card,  all  you  pay  for  is  air  travel. 

And,  because  it's  the  airlines'  payment 
system,  it's  instantly  accepted  on  over  200  airbnes 
worldwide  and  can  provide  your  company  with  a 
variety  of  billing  formats,  management  reports  — 


<v 


at-* 


even  customized  billing.  Plus,  automatic 
insurance  every  time  you  use  it. 
For  more  information  on  how  to  keep 
your  people  up  and  your 
costs  down,  call  1-800- 
222-4688  (in  the  District 
of  Columbia,  call  626-4224). 

THE  SMARTEST  ROUTE^ 

Call  1-800-222-4688,  Or  See  Your  Travel  Agent  or  Airline  Representative. 


The  dip  at  Deception  Island. 


lessons,  no  shuffleboard,  and  (thank 
God)  no  Vegas-style  "entertain- 
ment." This  was  an  expedition,  after- 
all,  a  learning  experience.  Antarctica 
was  what  people  came  for;  Antarctica 
was  what  they  got. 

There  were  all-day  Antarctica  film 
fests  on  TV  in  our  rooms,  daily  recaps 
and  Q&As  over  cocktails  in  the  "Fron- 
tier Club,"  and  people  were  actually 
using  the  little  multi- 
language  library. 
And  there  were  the 
lectures,  served  up 
by  the  expedition 
staff,  including  some 
real-life  naturalists. 
How  does  "Adap- 
tive Strategies  for 
Feeding,  Diving  and 
Breeding  in 

Cetaceans  and  Pin- 
nipeds in  the  South- 
ern Ocean"  grab  you.'' 

Yes,  there  is  something  goofy 
about  120  adults  cramming  into  the 
"Dolphin  Lounge,"  swaying  to-and- 
fro  to  the  rhythm  of  the  seas  while  a 
young  zoologist  explores  penguin 
breeding  habits.  But  there  was  nary 
an  empty  seat:  a  little  understanding 
goes  a  long  way  down  there,  trans- 
forming, say,  penguins  from  cute  and 


Cruising  along, 
it  is  easy  to  lose 

one's  self  in 
Antarctica's  cold 
and  quiet  beauty. 


smelly  little  flightless  birds  xniofas- 
cinating  cute  and  smelly  little  flight- 
less birds.  And  don't  worry,  they 
don't  bash  you  over  the  head  with 
enviro-ganda — a  conscious  decision 
on  their  part.  Better  to  let  awareness 
of  Antarctica's  fragility  come  from 
learned  observation  than  preaching. 
(Hint:  it  works.) 

On  our  second  landing  at  Decep- 
tion Island,  we  had 
our  shot  at  one  of 
the  more  bizarre 
tourist  rituals  on 
the  planet:  swim- 
ming     in      Ant- 
arctica. Tourists  hit 
the  beach,  strip  to 
their    s  w  i  m  s  u  i  t  s , 
splash  into  a  min- 
gling of  the  frigid 
Deception  Bay  and 
some  underground 
volcano-heated  streams,  and  then 
quickly  re-dress  in  the  chill  as  those 
too  wimpy  to  join  in  cheer  them  on. 
Sounds  easy  enough.  But  when 
we  hit  Deception  the  Bay  was  rag- 
ing, so  the  warm  water  reached  bare- 
ly 15  feet  from  the  shore.  Swimmers 
who  opted  for  a  dramatic  running 
plunge  (like  me)  got  the  frozen 
shock  of  their  lives. 


Struggling  to  get  dressed,  I  was 
bare  (save  the  parka  my  shivering  wife 
threw  around  me)  and  dripping  against 
the  elements  for  a  good  five  minutes 
before  I  squirmed  into  my  clothes. 
How  exciting,  I  thought,  to  actually  worry 
about  the  future  of  one's  toes. 

Things  really  got  interesting 
when  our  expedition  leader  calmly 
announced,  "Now  that  looks  like 
trouble."  Shivering  swimmers 
turned  to  see  our  ship  disappear 
behind  a  sheet  of  sleet.  The  winds 
roared.  The  seas  churned.  The  ice 
sli\  ers  pelted.  And  the  Zodiacs  were 
delayed  a  good  ten  minutes.  Happi- 
ly, only  one  swimmer  collapsed  with 
the  shakes  (she  was  quickly  revived), 
and,  after  a  hellacious  ride  back  (one 
passenger  half-jokingly  started  recit- 
ing the  Lord's  Prayer),  we  had  the 


best  hot  shower  of  our  lives. 

Snug  in  the  coziness  of  the  Fron- 
tier Spirit,  it  was  easy  to  forget  wh\ 
Antarctica  is  the  only  continent  witli- 
out  indigenous  human  inhabitants. 
But  reminders  like  the  dip  at  Decep- 
tion bring  you  smack  back  to  reality. 
Antarctica  is  about  as  wild,  in  its  ele- 
ments and  its  beauty,  as  you  can  get 
these  days — which  makes  it  a  fron- 
tier worth  seeing.  0 

ihis  winter  the  Frontier  Spirit  will 
make  three  cruises  to  Antarctica's  Ross 
Sea  below  New  'Zealand,  each  lasting 
22  days.  Cost:  $12,000  to  $23  J 00  per 
person,  including  air  fare  from  the 
West  Coast.  Departure  dates  from  Tas- 
mania and  New  'Aea land  are  Decem- 
ber 27,  .lanuan  1 7  and  February  7. 
Contact  SraOuest  at  iS00-22.i-.^6StS. 
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worth  of  value  for  every  dollar  jou  spend.  Which  is  why, 
ij you're  going  to  spend  it  on  outerwear,  you  should  look 
for  the  Gore-tex^'  outerwear  hangtag. 

Gore-Tex  outerwear  is  engineered  to  last  years  longer 
than  ordinary  outerwear.  It's  versatile  enough  to  wear 
■  mywhere,  in  any  weather.  And,  of  course,   it's  guaranteed 
iterproof  and  breathable. 

The  truth  is,  you  don't  have  to  be  an  outdoor  fanatic  to 
1    Gore-Tex  outerwear.   You  have  to  be  a  quality  fanatic. 


\mE  EVERYDAY  LIFE  HAS  ITS  CHALLENGES,  TOO. 


^^~.^,at,,.  Im    ,   IIXiAirp.Tl  Knj.l.  Hkl..n,  MD  ?l')21.   1   8004!!   GORt 


Just  watching  guys  trek  across  frozen  glaciers 
on  TV  gives  you  the  chills.    You're  into  more 
everyday-type  challenges.  Like  getting  a  dollar's 


Creative  Technologies 
Worldwicfe 


Those  two-faced 
politicos:  1908  Taft- 
Sherman  campaign 
button. 


Remember  that  old  saw,  "He  who  dies  with  the 


most  toys  wins"?  We  here  at  7^17  are  not  in  the  business 
By  Allison  Moir  of  promoting  conspicuous  consumption — oh  no.  But  we 

thought  that  since  your  youngest  is  finishing  up  at  col- 


lege, and  your  spouse  has  more  scarves  or  ties  than 

she/he  can  count,  it's  time  to  re-invest  some  of  those 

extra  bills  into  more,  well,  durable  goods. 

So  here's  a  glimpse  of  what  big  "bid-ness"  is  out 
^  5  there.  We  scoured  the  auction  houses  and  put  up 
with  their  snooty  specialists  to  find  a  few  toys  for  you 
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'Safe!"  at  home  with  Ted 
Williams  condoms. 


big  girls  and  boys. 


Ted  Williams  Champ  Pro- 
phylactics, Leiand's, 
Ne^v  York 

The  real  reason  Ted  Williams  was 
called  the  "Splendid  Splinter"?  A 
whole  generation  hit  home  runs 
with  these  bad  boys.  When  the 
National  Hygienic  Products  Corp. 
manufactured  these  Champ  Pro- 
phylactics in  the  mid-'50s 
(three  for  25(^,  12  for$l),  the 
packages  were  designed  with 
the  sporting  man  in  mind: 
a  football  player,  a 
golfer,  a  boxer  and 
Ted  Williams. 
National  Hygienic  used 
Williams's  image  without  per 
mission,  which  made  the  all-Ameri- 
can  livid.  He's  now  come  around 
and  has  been  known  to  autograph 
the  packages.  This  unsigned  dozen 
(condoms  intact)  with  an  image  of 
Williams  swinging  to  the  stands  is 
estimated  at  $100-$150.  On  sale 
Oct.  2,  at  Leland's  Baseball  Memo- 
rabilia sale.  Contact:  Michael  Puzzo, 
212-971-3111. 


Muhammad  Ali's  Trunks, 
Christie's  East,  Neiw  York 

Blood,  sweat  and  cheers:  October  30, 
1974,  Kinshasa,  Zaire:  "The  Rumble 
In  The  Jungle."  Heavyweight  chal- 
lenger Muhammad 


Rumble  in  your  own  Jungle  with 
Muhammad  Ali's  trunks. 

Ali  KOs  reigning  champ  George 
Foreman  in  the  eighth  round,  win- 
ning the  title  for  the  second  time  and 
pocketing  a  then-record  $5  million. 
"The    Greatest"    wore    these 


size38-ish  black-and-white  satin 
trunks  to  victory  and  gave  them  to 
his  good  friend  Daniel  "Big  Black" 
Ray,  a  famous  jazz  drummer  and 
close  friend  who  manned  Ali's  corner 
that  night.  These  blood-,  sweat-  and 
God  knows  what  else-stained 
Everlast  trunks  were  "Made 
Expressly  For  MUHAMMAD 
ALI,"  according  to  the  tag. 
Despite  the  signature  across 
the  front,  "To  Big  Black, 
Muhammad  Ali  World 
Champ,  Oct  31-74,"  Mr. 
Ray  is  putting  them  up 
for  sale — maybe  he 
doesn't  want  the  nasty 
old  thing  anymore. 
Estimated  at  $7,500- 
$10,000  at  the  Christie's  Sports 
Memorabilia  sale  at  Christie's  East, 
Oct.  17.  Contact:  Joshua  Arfer,  212- 
606-0543. 

Cagney's  Yankee  Doodle 
Dandy  Spats,  William 
Doyle,  Neiv  York 

"Give  My  Regards  To  Broadway," 


A  little  over  a  year  ago,  a  resort  opened  in  Jamaica  that's  like  no 
other  resort  in  the  world. 

Most  of  our  rooms  are  private  villa  suites  on  a  hillside 
overlooking  the  sea.  ^th  wide  balconies.  Kitchens.  Fully 
stocked  bars.  And  with  personal  attendants  who  wiU  make  you 
breakfast  and  Blue  Mountain  coffee  in  the  morning.  And  serve 
it  by  your  own  villa  pool  if  you  like. 

Whatkindofakesort 

The  Caribbean's  only  world-class  spa  is  here.  There's  a 
private  beach  with  windsurfers,  sailboats,  and  open-air  dining. 
You  can  play  croquet,  teiuiis,  squash  and  golf.  In  the  evening 
there  are  piano  bars,  reggae  bars  and  under-the-stars  bars. 

What  kind  of  resort  is  Ciboney? 

Well,  95%  of  oiu"  guests  plan  to  come  back  again. 
So  apparently,  it's  the  kind  of  resort  a  lot  of 
jjeople  have  been  looking  for. 


featured  in  the  most 
recent  Forbes  Magaiine 
listing  of  luxury  resorts 
In  the  Caribbean. 


FBtd  critics  from  Europe  and  America  iiave  raved  aliout  our  G 
restaurants.  They're  all  diflerent.  And,  Nice  everythlRg  else  liere, 
they're  all  included  in  your  room  price. 


OCHO  f R lOS 


For  a  brochure  that  tells  the  whole  story  of  Ciboney,  Jamaica's  most  exclusive  all-inclusive  luxury  resort,  call  your  travel  agent  or  \-8i)i)-'.Vi'i-'i'i'i'i. 


„  We 
Restore 

^  The 
Classics. 


For  about  what  it  costs  to  get 
your  favorite  shoes  repaired,  >'0u 
can  have  them  renewed  with  the 
soles  responsible  for  their  original 
performance.  For  >'our  nearest 
vibram®  Authorized  Dealer,  call 

1-800-VIBRAM-7 


Vlbraxn  Authorized  I>caler 


The  Sole  And  Heart  of  The 
WORLD'S  Finest  Footwear" 

Quabaug  Corporation  istfieeicusive  icense'  T-anutacit-^e'-o'  VD^am  so^es 
m  USA  Vibfam  IS  Itie  registe'ed  traaema'*  of  V'DraT  S3A  0'  ita  y 


endary  and  Oscar-winning  role.  The 

size  9y2S  are  in  very  good  condition 

and  estimated  at  $800 

$1,200.  Other  Cagney 

memorabilia  put  up 

for  sale  by  his  wife, 

Billie,  include  a 

1975     two-page 

handwritten 

thank   you    from 

Katharine     Hep 

burn  ($200-$300) 

Cagney's    first    tap 

shoes  from  his  vaudevill 

days  ($800-$l, 200),  and 

his  1926  passport, 

signed     with     a 

photo  of  him  and 

Billie  ($800-$l,200). 

On  the  block  Sept.  30 

at    William    Doyle. 

Contact:  Diane 

Waters,  212-427-2730. 


It   seems   Martha   gave   many 
pieces  of  the  set  away  to  family  and 
friends,  so  maybe  she  didn't 
like   the   pattern   that 
much.  This  teabowl 
and  saucer  had  been 
in  the  Custis  family 
(that's     Martha's 
side).  Estimated  at 
$35,000-$45,000. 
On       the       block 
November    4-5    at 
Butterfield  &  Butter- 
field  in  San  Francisco. 
Contact:  Cynthia  Stern, 
415-861-7500. 


George  Washington 
sipped  here. 


tap  tap  tap,  "Remember  me  to  Her- 
ald Square,"  tap  tap  tap. 

Who  can  forget  James  Cagney  as 
George  M.  Cohan  hoofing  it  atop 
boxes  and  crates  in  the  1942  hit,  Yan- 
kee Doodle  Dandy^  On  sale  are  the  tap 
spats  worn  by  Cagney  in  his  leg- 


George  Washington  Tea 
Service,  ButterHeld  &  But- 
terfield, San  Francisco 

Here's  a  teabowl  and  saucer  from  the 
china  closet  at  Mt.  \'ernon.  Comte 
de  Custine-Sarreck,  owner  of  the 
Niderviller  ceramic  factory  in 
France,  gave  a  service  ornamented 
with  G.W.'s  initials  to  the  future 
First  Family  on  July  21,  1782,  the 
first  French  porcelain  used  at  Mt. 
Vernon. 


"You  dirty  spats!"  Cagney's  Yankee  DooiWc  footwear. 


Signed 
Gehrig 
Sheet  Music, 
Christie's  East, 
Neiv  York 
A  year  after  Lou  Gehrig 
led  the  American  League  in  batting 
average,  home  runs  and  RBIs,  his 
wife  Eleanor  (Mrs.  Lou  to  you) 
wrote  a  song  and  dedicated  it  to  her 
"famous  first  baseman": 

"Tve  sacrificed  and  bunted  my 

heart, 

I  laughed  with  tears  in  my  eyes; 

After  each  ending  you  -cant  a  new 

start, 

l.over,  you  can  V  realize: 

The  game  is  over, 

There's  nothing  else  we  can  do, 

I  CANT  GET  TO  FIRST  BASE 

WITH  Your 

Was  this  melancholy  song  of 
big-  league  loneliness — the  pianist 
is  instructed  to  "play  slow" — a  hit? 
"There  seems  to  be  some  doubt," 
says  Nancy  Sullivan  of  (^hristie's. 
"It  was  more  of  a  cult  song,  more 
like  Weird  Al  Yankovic  is  today." 
Hmmmm.  Co-songwriter  I'rcd 
I'isher,  who  also  penned  Peg  ()  My 
Heart,  would  not  be  proud  to  hear 
that.  Still,  this  sheet  music  is  a 
catch  for  the  Iron  Horse's  signa- 
ture penciled  in  right  abo\e  the 
facsimile  one.  Estimated  at  $4,()()()- 
6,000.  Also  up  for  grabs  for  serious 
\'ank-()-philes:  ol'  number  4's  1937 
pinstripe  Yankee  home  j  e  r  s  c  \ , 
estimated  at  $400,()00-$50(),0()() 
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OPPORTUNITY  TO  GIVE  YOUR 
MILY  SOMETHING  PRICELESS 


kll  of  US  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

.  The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1%  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 

•Price  subject  to  change  without  notice 

Forbes  Lake  of  the  O^rks 

Box   303,  Fort  Garland,  CO  81133 

Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 
Name 


Address. 


City/State/Zip 
Telephone 


or  phone  816/438-2801 


50Z9 


Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  tias  judged  the  merits  or  value,  if  any.  of  this  property.  Equal  Credit  and  Housing 
I  Opportunity  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or 

lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  .  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sanqre  de 
f  Cristo  Ranches.  NYA88-178 


THESE  IMAGES  BROUGHT  TO  YOU 


SOVIET  MILITARY  ISSUE  BINOCUUIRS- 
NEVER  BEFORE  AVAILABLE  IN  THE  WEST. 

These  are  the  same  binoculars  used  by  East  German  border  guards 

along  the  Berlin  Wall.  Dazzling  optical  clarity,  enormously  rugged 

construction,  and  many  unusual  features  make  these  among  the 

world's  finest.  Built  in  East  Germany  by  Carl  Zeiss-Jena.  Outstanding 

price  while  they  last  of  $499  includes  lifetime  warranty. 

Own  apiece  of  history  you  can  use 

CALL  1-800-225-9407 


Both  items  are  on  the  block  Oct 
17  at  Christie's  East.  Contact 
Joshua  Arfer,  212-606-0543. 

1950s  Coke 
Machine, 

Red       \ 
Baron's,      \ 
Atlanta 

Remember  lift- 
ing the  lever  on 
the  cold  glass 
door,  the  billows 
of  frosty  air  that 
made  you  squint, 
that     satisfying 
klunk!  when   you 
pulled  a  Coke  bottle 
from  its  sleeve,  and 
pinching  your  chub-    \,^j^ 
by    fingers    in    the 
heavy    door   as    you 
tried  to  steal  a  second 
bottle.^ 

This   Vendo   V-81 
Coca-Cola  machine  is  from  the 
mid-1950s,  when  the  packaging  of 


Coca-Cola  was  in  transition.  Back 
then  Coke  came  in  three  sizes:  6y2- 
oz.,  10-oz.  and  12- 
oz.  bottles,  and 
around  3,000 
machines  like 
this  were  made. 
This  one  has 
been  fully  re- 
stored, dispen- 
ses normal- 
sized  bottles 
and  long-neck 
beer  bottles, 
and  you  can 
set  the  prices. 
(That's  one 
way  to  get 
your  kid's 
allowance 
back.) 
Estimated 
at  $3,000- 
$5,000,  at  the  Red 
Baron's  Antiques  sale  Sept.  19- 
20.  Contact:  Julie  Brooks,  404- 
252-3770. 


Things  go  better  with  your  own 
Coke  machine. 

Taft-Sherman  Campaign 

Button,  Anderson  Auction, 

Troy,  Ohio 

Here's  one  that  sure  doesn't  belong 
in  a  shoebox  (p.  154).  This  colorful 
1908  Taft-Sherman  Miss  Liberty 
button  is  one  of  about  five  extant  in 
the  1/4"  size.  "Bigger's  not  necessari- 
ly better  in  political  buttons,  but 
scarcer  sure  is,"  says  Al  Anderson,  a 
former  stockbroker  who's  been  auc- 
tioning political  paraphernalia  from 
his  home  in  Troy,  Ohio,  since  1972. 

Straight  out  of  the  Golden  Age  of 
Celluloid  Buttons  (i.e.,  before  they 
got  boring),  it's  estimated  at  $2,500- 
$3,000  and  should  fetch  every  penny: 
a  same-size  Bryan-Kern  Miss  Liberty 
went  for  $3,753  back  in  January. 
Among  the  many  items  Anderson  is 
unloading  in  the  Oct.  15  sale  are  a 
William  Henry  Harrison  token  from 
1840  (est.  $25),  a  V/z"  Eisenhower- 
Nixon  button  from  1952  ($5()()-$6()0), 
and  a  4"  Hoover  Double  Flag  button 
from  1928  ($6,0()0-$7,()()0).  Contact: 
Al  Anderson,  513-339-0850.© 
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[F  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
s  quaint,  as  secluded  as  any  undiscovered  island, 
aucala,  a  Forbes  Magazine  South  Pacific  Property  - 
le  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
leir  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.    Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 
)ple  who  want  the  ultimate  vacation  experience  - 
finest  amenities  without  the  formalities.  Go  deep 
fishing  on  board  the  island's  private  fishing  boat.  If 
1  wish,  our  master  chef  will  prepare  your  catch  for 
i!"  dining  pleasure.  Dive  in  azure  waters,  world 
owned  for  the  beauty  and  abundance  of  their 
)ical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
ErrolRyland,  Manager,  4LA5 
Box  149,  Fort  Garland,  CO 
81133,  or  caU  1-800-FORBES-5. 
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(  E  X  C  E  S  S'O  R  I  E  S  ) 


Clockwise,  from  center: 
Sheffield  pewter  flask, 
$45,  at  select  Brooks 
Brothers  stores  includ- 
ing: San  Francisco, 
Chicago,  Washington 
D.C.,  and  New  York. 
Pewter  flask  in  leather 
case,  $118.50,  and  round 
'  pewter  flask  with  glass 
sides,  $87.50,  both  at 
*^ua^pt|«l*  Madisftrf' 
Avenue,  Newr  York,  800- 
678-8278.  Stainless 

' vsteel  and  black  leather 

i 
flask  with  thimble  cap,    , 

$50,  at  New  Republic      j 

Clothier,  New  York,        ' 


,  $1,050, 
rey.  New  Yor 
12^688-181 1.  Blacl 
'  cross-grained  leaf 
and  gold-plated  stain- 
less steel  flask,  $75, 

Wathne,  800-942- 

6.  Engine-turned 

sterling  silver  flask, 
$465,  at  all  Tiffany  & 
'Qo.  stores,  800-526-Q(H9. 
'^I^jgrator'aad  sterling 
silver  spectacle  case 
flask,  $335,  and  leather 
saddle  flask  with  shoul- 
~  SfVirfii,  f!r85,  both  at 
Ghurka,  New  York. 
800-243-4368. 


I 

i 
t 


1 1* 


■'  m 


FJasking  For  It 

_^S()metimes,  for  strictly  medicinal  purposes  of  course,  it's  eoiiirorlin<» 
Jtp  have  a  little  of  the  strong  stuff  on  hand — for  adiiiinisterin|4  to  rat- 
tlesna;ke  bites,  for  example,  or  when  you're  stuck  in  a  cramped 
duck  blind,  or  an  equally  cramped  opera  box,  miles  from  an\  liba- 
tion station.  To  this  end,  a  flask  is  designed  to  be  discreetly  pocket-  - 
sized — part  of  your  first  aid  kit,  perhapw-\el  handsome  enough  to 
share  with  fellow  adventurers  in  need  of  fortification.  Who  sa>s 

H^u  can't  take  it  with  you  when  \ ou  j^o? 

s' 

Photograph  hy  Monica  Stevenson  -  Styled  by  Mark  Grischke 
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ORE  INFORMATION,  PLEASE 


Yl  advertisers  have  much  to  offer  FYI  readers.  The 
I  S.V.P.  reader  service  program  is  designed  to  help 
ur  readers  access  advertiser  information,  locations 
I  nd  services. 

ook  over  the  participating  advertisers  from  this 
ssue,  and  tal(e  a  moment  to  fill  out  the  attached 
I  S.V.P.  card.  Simply  check  the  box(es)  of  those 
dvertisers  that  interest  you,  and  valuable  informa- 
on  will  be  sent  directly,  free  of  charge. 
I 


ACCESSORIES 


.  SOVIET  MILITARY  ISSUE  BINOCULARS  The  WOrld'S  finest 

oof  prism  binocular  —  same  model  used  by  East 
ierman  border  guards  along  the  Berlin  Wall.  Astounding 
iptical  clarity  and  many  unusual  features. 


APPAREL 


.  ALDEN  SHOE  COMPANY  Manufacturer  of  custom-quality 
;hoes  and  boots  for  discriminating  gentlemen  since  1884. 

I.  ALLEN-EDMONDS  SHOE  CORPORATION  World-ClaSS 

ootwear  for  men.  Named  "one  of  the  25  products 
America  makes  best"  by  the  Made  in  the  USA 
•oundation.  Distinctive  footwear  handcrafted  of 
ill-natural  materials. 

I.  BOSTONIAN  SHOE  COMPANY  Since  1899,  Bostonian 
las  been  making  high-quality  men's  footwear.  Select 
eathers,  thoughtful  design,  and  uncompromising 
lonstruction  have  always  made  Bostonian  shoes  an 
sxcellent  investment  and  extraordinary  value. 

I.  BURBERRYS  TAILORED  CLOTHING  FOR  MEN  Burberrys 

nan's  tailored  suits,  sport  coats,  trousers,  topcoats 
ind  tuxedos. 

i.  GORE-TEX*  OUTERWARE  Send  for  a  free,  four-color 
3ore-Tex®Outerwear  Guaranteed  to  Keep  You  Dry® 
Jser'sGuide...Or  call  1-800-431 -GORE. 

^  MUNSINGWEAR  UNDERWEAR  Munsingwear  underwear 
)ffers  premium  quality  products  with  unique  features. 
■or  instance,  our  brief  has  a  horizontal  fly  and 
hree  dimensional  pouch  design  for  "more  comfort 
lown  under." 

I.  PIERRE  CARDIN  Pierce  Cardin  Apparel  and  Accessories 
ire  available  in  fine  scores  throughout  the  United  States. 

I.  VAN  HEUSEN  Van  Heusen  provides  a  complete  line  of 
nen's  dress  shirts  and  sportswear. 

10.  VIBRAM  Vibram  free  information  pack  provides 
letails  of  an  innovative  program  to  restore  footwear 
lesigned  around  Vibram  soles,  along  with  a  list  of 
/ibram  authorized  repair  shops  that  will  perform  the 
service  by  mail. 


CAMERA/VIDEO/CONSUMER  ELECTRONICS 


II.  MINOLTA  MAXXUM  XI  CAMERAS  The  world's  moSt 

lechnologically  advanced  AF-SLR  cameras  make  taking 
jutstanding  pictures  easier  than  ever  before.  Their 
3uilt-in  expert  intelligence  brings  the  experience  of 
professional  photographers  to  every  picture. 


12.  OLYMPUS  CORPORATION  World's  leading  manufacturer 
of  high  quality,  revolutionary,  uniquely  designed  photo 
and  audio  equipment. 

13.  SHARP  ELECTRONICS  -  SHARPVISION  LCD 

PROJECTION  SYSTEM  Introducing  the  SharpVision  -  it 
delivers  high  resolution  images  from  20"  to  12  1/2  feet. 
Now  the  big  screen  experience  is  no  longer  limited 
to  one  room. 


COMPUTER  SOFTWARE 


14.  MICROPROSE  ENTERTAINMENT  SOFTWARE  We  think 

it's  time  you  had  fun.  Our  award-winning  games  can 
have  you  doing  things  from  commanding  a  stealth 
fighter  to  building  your  own  civilization.  Send  for  our 
catalog  today. 


EXECUTIVE  GIFTS 


15.  BOOKS  ON  TAPE  World's  largest  selection  of  audio 
tapes.  1-800-626-3333. 

16.  SHOWCASE  MODEL  CO.  The  world's  largest  maker  of 
aviation  display  replicas.  1-800-441-4524. 


FRAGRANCES 


17.  JOY  DE  JEAN  PATOU  A  name  synonymous  with 
prestige  and  quality.  It  is  no  wonder  for  over  60  years 
Joy  de  Jean  Patou  has  been  considered  the  "benchmark 
fragrance  against  which  all  others  are  measured." 


INSURANCE/FINANCIAL 


18.  THE  BERGER  100  FUND  &  THE  BERGER  101  FUND  Our 

philosophy:  Profitable  and  successful  companies  over 
time  are  most  likely  to  become  profitable,  successful 
investments.  Mediocre  companies  are  the  single  reason 
most  people  are  dissatisfied  investors. 

19.  CIGNA  CORPORATION  CIGNA  Corporation  is  a  leading 
provider  of  insurance  and  related  financial  services 
throughout  the  United  States  and  the  world.  We  offer 
group  and  individual  health  and  life;  property/casualty; 
accident  and  disability  insurance;  pension  and  invest- 
ment management  services. 


JEWELRY  &  WATCHES 


20.  ACCUTRON  BY  BULOVA  Designed  in  America,  hand- 
crafted in  Switzerland,  with  an  unsurpassed  limited 
25^ear  warranty,  precision  quartz  movement  and 
indestructable  sapphire  crystal  in  straps  and  bracelets. 

21.  LASSALE  Sparkling  faceted  crystals  like  perfectly 
cut  prisms  and  luxurious  22K  gold  finishes  are 
distinctively  Lassale.  Collections  available  in  Men's 
and  Ladies'  styles. 

22.  PATEK  PHILIPPE  A  Patek  Philippe  represents  elegance 
and  craftsmanship.  Every  part,  every  detail  is  finished 
by  hand.  It  is  built  to  deliver  a  lifetime  of  pleasure. 

23.  RAYMOND  WEIL  Send  for  Raymond  Weil  brochures 
on  various  men's  and  ladies'  gold  and  gold-plated 
watches  with  expansion  clasps  or  fine  leather  straps. 


RETAIL 


24.  LORD  &  TAYLOR  Lord  &  Taylor  specialty  stores, 
established  in  1826,  now  in  15  states  and  the 
District  of  Columbia.  "The  Signature  of  American  Style.' 
For  Red  Rose  Service  Personal  Shopping  for  Men 

call  1-800-348-6940. 

25.  MACY'S  A  New  York  landmark  on  34th  Street 
between  Broadway  and  Seventh  Avenue,  and  through- 
out the  U.S.,  renowned  for  its  diversity  of  family  and 
home  fashions.  1-800-343-0121. 

26.  NEW  BALANCE  ATHLETIC  SHOES,  INC.  New  Balance 
Shoes  come  in  multiple  widths,  so  you  will  get  the 
closest  thing  possible  to  a  custom  fit.  For  the 

New  Balance  dealer  nearest  you  call  1-800-253-SHOE. 


SPORTS/EXERCISE 


27.  SWIMEX  SYSTEMS,  CO.  Unique  Hydro-fitness  pools 
featuring  a  smooth  adjustable  current  of  water.  Ideal  for 
swimming,  in-home  therapy  or  aerobic  exercising.  Its 
compact  size,  chemical-free  water  environment,  and  water 
speeds  up  to  6.5  m.p.h.  are  just  some  of  the  reasons  that 
make  the  SwimEx  the  perfect  pool  for  your  home.  $21 ,950. 
Free  color  brochures  or  call  for  video  401  -245-7946. 


TRAVEL 


28.  AIR  TRAVEL  CARD  Air  Travel  Card  is  the  airlines' 
charge  card  —  it  is  the  first  and  only  corporate 
airfare  payment  system,  issued  by  28  domestic  and 
international  airlines  and  accepted  by  over  200  carriers 
worldwide. 

29.  CIBONEY-OCHO  RIOS,  JAMAICA  Jamaica's  newest, 
most  exclusive,  all  inclusive  luxury  resort.  With 

90  swimming  pools,  20  Jacuzzis,  world-class  spa, 
6  restaurants  and  more.  Call  1-800-333-3333. 

30.  THE  HOTEL  MILLENIUM  Welcome  to  downtown  New 
York's  first  world-class  executive  hotel.  Here  the 
business  traveler  can  expect  razor-sharp  efficiency  amid 
incomparable  comfort.  Hotel  Millenium,  it's  about  time. 

31.  HOTEL  SOFITEL  NORTH  AMERICA  Throughout  the  U.S. 
Sof itel  personifies  the  style  of  France — the  spirit  of  America. 

32.  THE  LEADING  HOTELS  OF  THE  WORLD  Send  fOr  OUr  new 

1993  Directory  of  The  Leading  Hotels  of  the  World  with 
information  on  260  member  hotels  worldwide. 

33.  THE  PENINSULA  NEW  YORK  Located  on  Fifth  Avenue 
and  55th  Street,  home  of  the  spectacular  Peninsula  Spa, 
restaurant  Adrienne  and  Pen-Top  Bar  &  Terrace. 

34.  RADISSON  HOTELS  INTERNATIONAL  RadiSSOn  HotelS 

International  is  America's  fastest-growing  upscale  hotel 
company  with  deluxe  plaza  hotels,  all-suites,  hotels, 
inns  and  resorts  at  280  locations  in  30  countries 
worldwide.  Reservations  1-800-333-3333. 

35.  RAFFLES  HOTEL  Splendidly  restored  recently,  the 
world  famous  Raffles  Hotel  is  a  unique  attraction  for 
visitors  to  Singapore  as  well  as  a  National  Monument. 

36.  THE  REGENT  BEVERLY  WILSHIRE,  BtVERLY  HILLS  The 

perfect  location  in  Beverly  Hills,  at  Wilshire  &  Rodeo. 
The  epitome  of  style  and  luxury.  Home  to  millionaires, 
movie  moguls  and  corporate  stars. 

37.  SHANGRI-LA  INTERNATIONAL  Shangri-La  International, 
renowned  for  our  warm  hospitality  and  deluxe 
properties,  is  rapidly  expanding  in  the  Asian  region  from 
its  present  19  hotels  and  resorts  to  28  by  1995. 


TRAVEL/HAWAII 


38.  HALEKULANI  Oahu's  Only  AAA  Five-Diamond  hotel, 
commands  five  beachfront  acres  of  Waikiki  with  views 
of  Diamond  Head,  lush  grounds,  elegant  decor,  award- 
winning  restaurants  and  superb  service. 

39.  HAWAII  VISITORS  BUREAU  The  Hawaii  Visitors  Bureau 
official  guidebook  offers  valuable  information  on  hotels, 
rental  cars,  restaurants,  beaches  ind  activities  for  the 
Big  Island,  Kauai,  Lanai,  Maui,  Molokai  and  Oahu.  Call 
toll  free  1-800-257-2999. 

40.  LANA'i,  HAWAII'S  PRIVATE  ISLAND  141  square  miles  of 
rugged,  natural  beauty  contrasted  with  the  luxury  of  two 
Rockresorts,  The  Manele  Bay  Hotel  and  The  Lodge  at  Koels. 

41.  THE  MAUNA  LANI  BAY  HOTEL  AND  BUNGALOWS 

The  Big  Island's  only  AAA  Five-Diamond  hotel.  A 
beautiful  oceanfront  property  with  superb  cuisine  and 
unexcelled  service.  Enjoy  five-star  tennis  and  36  holes 
of  championship  golf. 

42.  PRINCEVILLE  RESORT  Witness  this  paradise  on  the 
farthest  side  of  Kauai.  This  vast,  verdant  playground 
offers  championship  golf,  tennis,  hiking,  and 

every  water  sport  imaginable.  For  information,  call 
the  Princeville  Hotel  at  1-800-826-4400. 


FOR  FREE  INFORMATION,  PLEASE  SEND  IN  YOUR  R.S.V.P.  CARD  TODAY! 
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The  Insatiable  Shopper 

VISITS 


.i} 


The  Insatiable  Shopper  is  blown  away  by  the  Windy  City  She  can  report  that  The 
Magnificent  Mile  is  still  magnificent,  and  that  yet  another  buyer's  banquet  is  spring- 
ing up  just  to  the  west.  It's  called  River  North,  a  six-ish-by-ten-ish  block  bazaar  of 
galleries,  design  studios  and  stores  in  warehouses  and  madeover  buildings.  Here 
are  some  of  The  Insatiable  Shopper's  must-visits.  What  you  buy  is  up  to  you. 


rc:.i 


At  Elements  (#1,  see  map)  cut- 
ting-edge design  is  the  focus.  You 
can  have  a  look  at  a  chicken-footed 
side  table  ($2,000),  a  pair  of  sensual, 
hand-carved  acrylic  candlesticks 
($120-$255),  a  polished  aluminum 
"Chippendale"  table  ($2,900).  The 
metal  mesh  handbags  ($150-$320) 
are  tempting.  Walk  out  wearing  one 
of  their  suede-brimmed  baseball 
caps  ($55),  or  a  gold-and-pearl  neck- 
lace ($145)  like  the  one  Dolly  Parton 
picked  out  here  last  spring.  (738  N. 
Wells  St.;  312-642-6574.) 

Equally  unusual  but  more  tradi- 
tional are  the  artifacts  at  Portals 
Ltd,  (#2)  "not  boring  furniture" 
which  the  owners  select  from  around 
the  world.  That  can  mean  a  minia- 
ture tole  grandfather  clock  watch 
holder  ($3,750)  or  a  suite  of  chinois- 


erie  Victorian  chairs  with  weeping 
bobbin  details  ($13,500).  (230  W. 
Huron  St.;  312-642-1066.) 

The  I.S.  loved  the  hodgepodge  of 
Christa's  Ltd  antique  store  (#3). 
Bronze  lamps  stacked  on  striped 
bergeres,  vases  piled  on  vitrincs. 
Customers  prowl  under  the  tables  to 
check  on  ivory  boxes  and  stacks  of 
porcelains.  Scattered  among  the 
merchandise  are  inducement  dishes 
of  jelly  beans,  nuts,  chocolate-cov- 
ered raisins  and  other  nibblies  to 
keep  your  buying  energies  high. 
(217  W.  Illinois  St.;  312-222-2520.) 

If  Christa's  snacks  are  insuffi- 
cient, stop  for  a  cappuccino  at 
Quadrant  (#4),  a  coffee  house 
which  doubles  as  a  design  shop. 
Children's  games,  single  mugs  and 
twig-trimmed  books  are  displayed 


among  the  tables,  so  you  can  shop 
while  you  sip.  (406  N.  Clark  St.;  312- 
527-5300.) 

New  Orleans-based  designer 
Mario  Villa  (^5)  has  an  oupost 
store  in  River  North.  The  I.S.  loves 
to  gaze  on  his  metal-swagged  side 
chairs  ($680),  four-poster  beds 
($4,3()()-$5,7()0),  and  the  conch  shell 
chair  held  up  by  cooperative  sea- 
horse caryatids  ($1,400).  The  shop 
also  stocks  the  ne()-(>lassi(|ue  pillows 
of  Angele  Parlangc  in  shimmering 
satins  with  tiny  metal  tassels  ($150- 
$400).  (500  N.  Wells;  312-923-0993.) 

Try  to  imagine — just  try — a  cup- 
board disguised  as  a  zebra  dressed 
up  as  a  theater  usher  ($2,700).  It 
would  be  simpler  to  just  go  see  one 
at  Chiaroscuro  (#6),  a  sho|>  so 
crammed  with  arts  and  crafts  that  it 
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AS  SOON  AS  I  LAID  EYES  on  my  Uncle's  '53  Jaguar,  I  prayed  he'd  let  me  take  it  for  a 
spin.  "Son,  I'm  afraid  these  roads  aren't  smooth  enough,"  he  said.  "Not  even  once  around 
the  Estate?"  I  queried.  He  shook  his  head.  "How  about  the  circular  drive?"  I  pleaded.  As 
rf  to  close  the  subject,  he  handed  me  a  glass  oi  Glenjiddich  single  malt  and  declared,  "The 
road  v^^ould  have  to  be  as  smooth  as  this  Scotch  before  I'd  ever  let  her  roll."  As  I  savored  my 
first  sip,  I  had  an  inspiration.  My  Uncle  laughed.  But  the  next  morning  we  gave  it  a  whirl. 


Pure  malt  Scotch  with 
extraordinary  character. 


Not  blended  with 
grain  whiskies. 


Distilled  and  bottled  by 
THE  Grant  family  since  1887. 


Not  matched  by 
any  blend. 


To  SEND  A  GIFT  OF  GlENPIDDICH  ANYWHERE  IN  THE  U.S.,  CALL  1-800-238-4373. 

Void  where  prohibited.  Bottled  in  Scotland.  4396  Alc/Vol  (86  proof).  ©William  Grant  a,  Sons  Inc..  New  York.  NY  10020. 


River  North — by  the  numbers. 


looks  like  a  Red  Grooms  creation. 

Set  up  to  be  a  non-intimidating 
gallery  of  touchable,  affordable  art, 
the  store  is  chock-full  of  anthropo- 
morphic "Flora  Dora"  and  street- 
walker "personality"  telephones, 
($175),  out-on-a-limb  bird  mirrors 
($250-$30()),  a  literal  "Hellhole"  toi- 
let seat  ($295).  Each  is  a  one-of-a- 
kind  piece  of  its  own  kind  of  art. 
Thank  heavens.  (700  N.  Michigan, 


4th  Floor;  312-988-9253.) 

A  romantic  corner  to  visit  is  the 
intersection  of  Illinois  and  Orleans. 
Zordani's  (#7), carries  pastel  and 
flower-painted  vanities,  chests  and 
desks  ($400-$3,200),  and  goblets 
hand-painted  with  violets  ($10).  (501 
N.Orleans;  312-828-9207.) 

Around  the  corner,  Folie 
Douce  (#8)  is  stocked  with  "won- 
derful things  made  out  of  humble 


substances."  So  there  are 
mosaic  boxes  using  scraps  of 
tile  ($350)  and  frames  fash- 
ioned from  twigs  ($40-$  150). 
The  eclectic  options  here 
include  rough-hewn  Arkansas 
dough  bowls  ($25),  polished 
tin  Mexican  mini-chairs  ($40) 
and  cactus  stem  drinking 
glasses.  (324  W.  Illinois  St.; 
312-836-1181.) 

Just  for  kitsch,  the  I.S. 
loves  the  State  Street 
Collection.  (#9).  It  special- 
izes in  old-fashioned  house- 
hold items — 1940s  pinafore 
aprons,  metal  potato  mash- 
ers, baby  crib  blanket  fasten- 
ers, a  Smiley  the  pig  cookie 
jar.  The  owners  favor  cheery 
designs  that  sprang  out  of  the 
Depression  gloom.  The 
Cream  of  Wheat  posters  and 
/  Vicks  VapoRub  jars  may 
^  bring  on  waves  of  nostalgia. 
(609  N.  State  Street;  312- 
951-1828.) 

The  I.S.  is  similarly  senti- 
mental about  the  second- 
hand opportunities  at  the 
upscale  Michael  Reese 
Thrifft  Shop  (#10).  Pick 
through  the  clutter  to  find 
someone  else's  cast-off 
Henredon  loveseat,  Prince 
tennis  rackets,  or  suite  of 
Lenox  dishes  at  fractions  of 
the  original  prices.  Used 
mink  coats  are  $10  to  $1,000, 
and  whatever  you  spend  ben- 
efits medical  education  and 
research,  and  the  medically 
indigent.  (54  West  (Chicago; 
312-337-8266.) 
Before  moving  on,  the  I.S.  always 
checks  in  on  the  batch  of  50  new 
Shops  At  The  Mart  in  the  Mer- 
chandise Mart.  Most  are  familiar 
faces — Benetton,  Coach,  B.  Dalton. 
But  upstairs  is  All  For  One  (#1 1). 
Everything  in  the  store — paper  plate 
dispensers.  Cabbage  Patch  Paint 
Sets,  cheetah  print  briefs,  waterproof 
blush — costs  $1,  a  serious  shopper's 
affordable  feast.  (312-467-0067)  J0 

—  Sharon  Kin(;  H()(;i:. 
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Merrill-Stevens 
Yacht  Sales 

149'  Feadship 

ENTERPRISE  IV 


Designed  by  H.W.  "Fritz" 
de  Voogt,  and  built  by 
Feadship  at  the  Van  Lent 
yard  in  1985,this149' yacht 
represents  the  epitome 
of  "world  class"  style 
and  elegance. 


Extensive  accommodations  include  a  full  width,  on 
deck  owner's  suite  with  five  double  guest  staterooms 
below.  Power  is  supplied  by  two  CM  12V-149's  allowing 
her  a  maximum  speed  of  14  knots  and  a  13  knot  cruise. 

The  owners  of  this  outstanding  yacht  have  enjoyed 
cruising  from  Nantucket  to  the  Caribbean,  as  well  as 
the  splendors  of  the  Mediterranean.  She  has  been 
consistently  maintained  by  Merrill-Stevens  and  all 
required  maintenance  work  has  been  completed 
within  the  last  three  months. 


For  further  information,  contact  Fred  Kirtland  or  Jim  Merrill 

Merrill-Stevens  •  1270  N.W.  11th  Street  •  Miami,  FL  33125 
Telephone:  305-324-5211  •  Fax:  305-326-8911 


i 


OkSiy,  OkSiy,  when  we  were  young,  September  was  the 
doom  month.  It  meant  returning  from  summer  vacations,  back 
to  the  day-in,  day-out  routine  of  school.  Summer  friends  were 
abandoned  until  the  next  year,  and  it  seemed  like  the  amount  of 
time  we  spent  away  from  home  was  as  long  as  all  the  other 
months  put  together. 

It's  different  now.  We  all  get  a  real  blood  rush,  a  recharging  of 
energy,  with  the  arrival  of  Fall.  There's  something  about  the 


approach  of  the  cool  nights  that  makes  you 
tingle.  Your  social  life  picks  up.  And  you 
can  start  enjoying  dinner  parties  again. 
Notice  how  hot  weather  kills  your 
appetite.''  Now  you  can  start  planning 
meals  again.  And  what  better  way  to  do  it 
than  through  the  mail. 

The  way  I  see  it,  mail-order  food  can 
make  any  marriage  work.  Call  it,  it's  there 
the  next  day.  (One  of  the  phone  numbers 
in  this  selection  is  actually  800-4-HEAV- 
EN.)  Would  I  select  anything  strenuous  to 
prepare.''  Rest  easy,  a  delicious  September 
selection  of  mail-order  delights  are  yours. 
The  only  finger  you  have  to  lift  is  your  dial- 
ing one.  Enjoy. 

MOUSSE  OF  FOIE  GRAS 

There's  something  about  foie  gras  that 
makes  people's  mouths  just  water.  First  of 
all,  the  harder  something  is  to  pronounce 
correctly,   the   better  it 
tastes — ratatouille, 
vichyssoise.  Grand 
Marnier.       And 
"fwah  grah."  Per- 
haps it's  the  fact 
that  it's  so  James 
Bondish.       Sean 
Connery  bringing 
his  own  vodka,  foie 
gras  and  caviar  to  the 
health  farm  in  clear 
violation  of  their  dietary 
rules.  As  we  grow  older, 
rebellion  naturally  becomes 
more  expensive. 
The  foie  gras  from  D'Artagnan 


Inc.  was  so  creamy,  so  smooth,  it  just  melt- 
ed away  on  the  homebaked  whole-wheat 
toast  on  which  it  was  served.  Prepared  with 
only  natural  ingredients — duck  foie  gras, 
water,  Sauternes  wine,  salt,  sugar  and 
white  pepper,  it  is  a  mild  and  tasty  pate. 

D'Artagnan  Inc.  ships  to  four-star 
restaurants,  caterers,  gourmet  retailers  and 
mail-order  major  food  nuts  across  the 
nation. 

D'ARTAGNAN  INC. 

399-419  St.  Paul  Avenue 

Jersey  City,  N J  01306 

Phone:  -800-DARTAGNan 

201-792-0748 

Fax:201-792-6113 

Mousse  of  Foie  Gras 

l'/>  lb.  $40.00llb. 

'V4  lb.  $42.50llb. 

Overnight  Shipping  Available 

BREAD 

Bread  is  key.  At  dinner  parties  and  restau- 
rants, people  sit  around  tearing  off  great 
hunks  of  it  and  stuffing  it  in  their  mouths 
until  they  are  served.  And  the  Champlain 
Valley  Natural  French  Bread  is  terrific.  We 
enjoyed  it  with  both  the  foie  gras  and  with 
tangy  sliced  cheddar — a  real  Fall  treat. 
Chuck  and  Carla  Conway  bake  a  rich  sour- 
dough bread  that  is  "Certified  Organic."  No 
preservatives,  chemicals,  anything. 

We  toasted  it  for  the  foie  gras  (the 
smooth  consistency  of  the  pate  is  better  on 
a  crispy  bread),  and  served  it  raw  with  the 
cheese.  Perfect!  Shelburne  Farms  ,  a  1000- 
acre  working  farm  and  conservation  center 


Photograph   By   Monica   Stevenson 
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in  the  Champlain  Valley  not  only 
specializes  in  french  bread,  and  dif- 
ferent types  of  Cheddars  (medium  is 
aged  at  least  six  months,  sharp  at 
least  one  year  and  extra-sharp  at  least 
two),  but  you  can  order  Vermont 
maple  syrup,  all  sorts  of  jams  and  pre- 
serves, mustards  and  sampler  packs. 

CHEDDAR  CHEESE 

As  the  arrival  of  Fall  brings  yearning 
thoughts  of  fires.  New  England,  and 
that  ineffable,  indefinable  smell  in 
the  air,  we  thought  a  taste  of  Ched- 
dar from  one  of  the  most  famous 
Vermont  dairy  farms  would  be 
appropriate.  I  will  say  this — the 
cheese  was  exquisite. 

Shelburne  Farms'  cheesemaker, 
Mariano  Gonzalez,  makes  the  ched- 
dar  by  hand  from  the  milk  of  Shel- 
burne Farms  cows — Brown  Swiss.  I 
don't  know  why  these  cows  don't 
make  Swiss  cheese,  but  Cheddar  is 
the  farm  specialty.  The  farm  is  also  a 
non-profit  conservation  education 
organization  devoted  to  demonstrat- 
ing the  stewardship  of  natural 
resources,  and  includes  an  Inn  (Shel- 
burne House). 

SHELBURNE  FARMS 

Shelburne,  YT  05482 

Phone:  802-985-8686 

Fax:  802-985-8123 

Bread  and  Cheddar 

1  lb.  loaf  of  Sourdough  French  bread,  2 

lb.  block  Sharp  Cheddar  $20.00 

Overnight  Shipping  Available 

MUSCOVY  DUCK 

Cooking  game  is  often  a  dicey  matter. 
And  Fm  sure  you  don't  have  the  time 
to  fool  around  with  it.  I  mean,  the 
football  game's  on,  or  you're  going 
shooting  yourself — like  you're  going 
to  hover  around  your  oven  and  won- 
der if  it's  hot  enough.''  I  think  not. 

D'Artagnan  Inc.,  of  the  wonderful 
foie  gras,  also  overnights  fresh  game 
to  you  AVEC  cooking  instructions. 
So  you  have  no  excuse  to  mess  it  up. 

The  four-pound  female  duck 
arrived  fresh  and  tightly  wrapped. 
D'Artagnan  encloses  a  price  list  of  all 
their  palate-pleasing  delights:  pheas- 
ant, venison,  squab,  quail,  wild 


turkey — you  can  order  from  a  huge 
range  of  meats.  We  just  unwrapped 
it  and  put  it  in  the  oven,  lightly  cov- 
ered with  aluminum  foil.  The  guide 
suggests  50-60  minutes  at  375.  Make 
sure  your  oven  is  accurate — ours  was 
a  little  slow;  the  duck  actually  need- 
ed a  little  more  than  an  hour. 

We  basted  it  with  its  juices  (they 
come  pouring  out  a  la  Chicken  Kiev  if 
you  make  a  few  tiny  punctures  in  the 
breast  just  prior  to  cooking)  and  melt- 
ed butter.  Duck  loses  its  flavor  if  over- 
cooked— it  quickly  becomes  dry,  so 
check  your  bird  often. 

Also,  for  those  who  truly  haven't 
cooked  a  meal  for  themselves  in  a  bil- 
lion years,  the  meat  is  pinkish  when 
done.  So  don't  worry,  it's  not  raw. 
AND,  game  cooks  of  all  stripes  and 
varying  degrees  of  sobriety  insist  that 
in  cooking  as  well  as  in  politics,  it's 
best  to  err  on  the  side  of  conservatism. 

DARTAGNAN  INC. 

399-419  St.  Paul  Avenue 

Jersey  City,  NJ  07306 

Phone:  800-DARTAGNan 

201-792-0748 

Fax:201-792-6113 

Muscovy  Duck 

Female  (4  lbs.)  $4.50llb. 

Male(6lbs.)$4.50tlb. 

Overnight  Shipping  Available 

VEGETABLES 

Much  has  been  written  about  the  sen- 
sual qualities  of  vegetables.  Anyway, 
vegetables  are  nearly  as  exciting  as  a 
big  pile  of  tax-free  bearer  bonds,  and  I 
ordered  some  for  our  September  meal 
with  the  most  wonderful  names. 

Why  it  is  that  food  sounds  so 
much  more  appetizing  when  it  is 
given  a  human  quality.^  Hearts  and 
bottoms  are  two  words  that  bring  a 
smile  to  all.  As  a  matter  of  fact,  the 
only  exception  to  this  rule  is  "chick- 
en fingers,"  which  sounds  disgust- 
ing, and  a  sign  for  something  called 
"slippery  fingers"  that  I  saw  stuck  in 
the  window  of  a  Chinese  restaurant. 
I  don't  even  want  to  speculate  as  to 
where  the  fingers  had  been.  Back  to 
hearts  and  bottoms,  the  description 
of  which  stated:  "Seven  to  nine  deli- 
cious bottoms  in  each  tin."  Yum. 


Seyco  Fine  Food  has  been  in 
business  since  1934.  Andy  and 
Rodger  Dunstan  have  filled  their 
catalogue  with  rare  delicacies  ready 
to  be  overnighted  to  you  in  a  flash. 

I  prepared  a  hot  and  cold  veg- 
etable selection — as  September  is 
hot  days  and  cool  nights.  I  sauteed 
the  artichoke  hearts  and  bottoms  in 
extra-virgin  olive  oil  with  garlic  (took 
five  seconds)  and  served  the  hearts 
of  palm  chilled.  Ummmm! 

The  garden  specialties  from 
Seyco  include  asparagus — white  and 
green,  petits  pois,  tiny  beets,  wild 
rice,  flageolets,  sun-dried  toma- 
toes— basically  everything  that  you 
can  imagine.  You  can  order  the  tins 
of  veggies  individually,  or  in  cases  of 
12  or  24. 

SEYCO  FINE  FOOD 

1645  Donlon  Street,  #106 
Ventura,  CA  93003-5667 
Phone:  800-423-2942 
Peeled  White  Asparagus  (1  tin)  $7. 15 
All  Green  Asparagus  (1  tin)  $4.20 
Artichoke  Hearts  (1  tin)  $3.20 
Artichoke  Bottoms  (1  tin)  $3.30 
Hearts  of  Palm  (1  tin)  $3.40 
Overnight  Shipping  Available 

POPPY  SEED  POUND  CAKE 

Dessert  has  to  be  fattening.  That's 
the  rule.  And  the  Poppy  Seed  Pound 
Cake  was  delicious.  Sweet  with  just  a 
tang  of  citrus,  it  arrived  moist  and 
joyfully  sticky  in  its  container.  Each 
bite  was  a  burst  of  orange  and  lemon. 
Angcli(|ue  and  Bill  Fry,  owners  of 
Divine  Delights,  do  all  the  decora- 
tion by  hand.  Angelique  was  incredi- 
bly helpful  when  I  spoke  with  her, 
suggesting  all  sorts  of  c\\\  petits  fours, 
and  a  chocolate  cake  to  the  nth 
degree  called  Divine  Decadence'. 
The  two  of  them  have  enjoyed  great 
success  with  their  desserts,  especially 
their  petits  fours,  which  have  been 
praised  in  'Phe  New  York  Times, 
Gourmet  and  Food  and  Wine  maga- 
zines. The  I'Vys  also  have  a  (Corporate 
Gift  Program,  for  which  they  would 
be  happy  to  provide  information. 

DIVINE  DELIGHTS 

24  Digital  Drive,  Suite  10 
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Novate,  CA  94949 

Phone:  800-4-HEAVEN 

Fax:  415-461-6457 

Poppy  Seed  Pound  Cake  (Z'/j  lbs.) 

$24.50 

Overnight  Delivery  Available 

DATES 

The  palm  is  not  only  an  elegant  and 
graceful  tree,  a  Panamanian  friend  of 
mine  has  told  me  that  when  he's  out 
of  his  country,  he  longs  for  the  sound 
of  wind  through  the  palm  trees  at 
night.  He  said  it  was  specific  to 
Panama,  and  that  the  palms  of  Flori- 
da and  California  spoke  a  different 
language.  The  Sphinx  Date  Ranch 
in  Scottsdale,  Ariz.,  harvests  fresh 
Medjool  dates  during  September 
and  October.  The  Palm  ranch  sits  on 
the  Colorado  River  near  Yuma, 
where  the  correct  growing  conditions 
for  the  palms  exist.  An  American 
Nile!  An  oasis  of  dates! 

The  Medjool  palms  are  tended 
with  the  utmost  care.  The  Sphinx 
Date  Farm  employees  climb  each 
tree  20  times  a  year,  as  they  must  be 
tended  by  hand  to  ensure  proper 
development  of  the  fruit.  As  har- 
vesting time  approaches,  the  dates 
are  gently  covered  with  cotton  bags 
to  protect  them.  All  of  this  care 
results  in  the  biggest,  plumpest, 
most  moistest  dates  I've  ever  tasted. 

The  produce  of  the  Sphinx 
Ranch  is  available  by  the  pound,  for 
baking  or  in  gift  packages.  We 
ordered  the  2  lb.  box  of  walnut- 
stuffed  Medjools.  Not  only  are  the 
dates  prepared  in  a  variety  of  ways, 
cookies,  honeys,  olives  and  sauces 
are  also  available  from  Sphinx.  The 
dates  were  a  perfect  complement  to 
the  pound  cake. 

SPHINX  DATE  RANCH 

3039  N.  Scottsdale  Road 

Scottsdale,  AZ  85251 

Phone:  800-482-3283 

602-941-2261 

Fax:  602-941-1840 

2  lb.  Medjool  Gift  Pack  (2  boxes  in  pack) 

$18.95  (delivered) 

Overnight  shipping  available.  S8 

Amy  Lumet  is  a  free-lance  writer. 


Want  to  learn  more  about  Lynchburg?  Drop  us  a  line  and  we'll  send  you  a  little  booklet  free. 

TALK  TO  AN  OLDTIMER  in  Lynchburg, 
Tennessee  and  you'll  probably  hear  a  story  about 
Jack  Daniel's. 

Our  townsmen  love  to  tell  how  Jack  Daniel 
settled  here  in  1866.  And  how  Lem  Motlow 
and  seven  generations  of  Lynchburg  ^^^^ 
whiskeymakers  never  had  reason  to 
leave— nor  to  alter  our  founder's 
original  methods.  That's  why  today's 
Jack  Daniel's  has  the  same  smooth 
taste  as  it  did  back  then.  Which, 
to  a  Jack  Daniel's  drinker,  is  the 
nicest  part  of  the  story. 


SMOOTH    SIPPIN' 
TENNESSEE    WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 

Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 

PlacedintheNationalRegisterofHistoricPlacesbytheUnitedStatesGovemment. 
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THE   CREAM   OF   THE   MAIL-ORDER    CATALOGUES 


What's  more 

plentiful  than  falling  autumn 
leaves?  Mail-order  cata- 
logues, that's  what.  Once 
again,  we've  gone  through  all 
of  them  and  gleaned  the  best 
from  the  rest. 

BB  Keep  your  home  humidified  this 
winter  with  this  heavy-breathing  drag- 
on. Made  of  cast-iron,  it  holds  over 
two  quarts  of  water  which  is  converted 
into  steam  when  you  place  it  next  to 
your  fireplace.  Reduces  static  and  dry, 
winter  sinuses. 

Itein#rYI92  $65 

Orvis    800-541-3541 

^^^  Hair  today,  hair  tomorrow, 
'^ncle  Hairy  "  will  keep  the  beauti- 
cians in  your  family  styling  his  organ- 
ically correct  chia  locks. 

Item#UHl     $13.95 

Total  Kaos 800-851-5267 

K9  Make  your  boy 's  day  with  a 
12- shot,  rapid-fire  Rubber  Band 
Gun;  or,  for  that  matter,  with  a  24- 
shot,  rapid-fire  Rubber  Band  Double- 
Barrel  Rifle. 
Items  #s  4591  (rifle),  4584  (double), 

4577(pistols)  $18.95  to  $27.50 

Frontgate  800-626-6488 

B9  This  exquisitely  tooled  brief- 
case is  made  of  American  black 
cherry,  one  of  the  most  beautiful 
and  enduring  woods  there  is.  It's 
light,  at  a  mere  6  lbs. ,  and  comes 
with  leather  handle  and  solid  brass 
piano  hinges^  as  well  as  a  lifetime 
guarantee.     ^' 

Item  #F1 $345 

P.G.Case    603-964-7181 

S^  Did  you  really  swipe  that  towel 
from  Buckingham  Palace?  Nice  big  bath 
towels  (46"  by  25")  from  the  Vatican,  the 
White  House,  B.P.-andezxn  ^  Titanic. 
(Items  #G188  (White  Hoase),G187 
(Buckingham  Palace),  G550  (Titanic), 

G549  (Vatican)     $10.95 

What  On  Earth    216-963-6555 


VjS  How  to  turn  back  issues  of  your 
favorite  magazines  into  book-like  shelf 
objects — with  these  oak  magazine  boxes. 
Each  one  holds  3'/^"  of  magazines.  Specify 
natural  or  medium  oak. 

Item#MB30  $34.95 

Levenger  800-544-0880 

Srfl  This  fhdble  flashlight  can  focus  its 
beam  to  a  tiny  spot  that  will  illuminate  the 
most  elusive  nook  and  cranny.  Clips  onto 
clothing  and  comes  with  a  spare  lamp  and 
red  filter  for  ni^t  and  map  reading.  Takes 
two  AAA  batteries. 

Item  #1209C     $18 

Flax  Art  and  Design     . . .  800-547-7778 

t  Elk's  on  I  For  the  gourmet  out- 
man,  a  selection  of  game-in-can. 
Four  cans  per  selection.  Outdoor 
Gourmet  A  (Buffalo  Chili  with  Beans, 
Venison  in  Curry  Sauce,  Pheasant 
Soup  wish  Wild  Rice  and  Jackalope 
Stew);  Outdoor  Gourmet  B  (Buffalo 
Au  Jus,  Elk  Au  Jus,  Alligator  Cajun 
Style  and  Smoked  Rattlesnake) 
Item  #917540  (A),  #913480  (B)  $28.50 
on  Cigar  Co 800-237-2559 
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You  'II  suspend  your  disbelief 
wtien  you  behold  this  suspended  globe. 
(Electromagnets  are  the  secret.)  The 
stand  is  18"  high. 

Item#21D500    $150 

Museum  Collections 800-442-2460 

J  Not  only  are  these  Brownies  On 
the  largest  brownies  we  bet  you  've 
ever  seen,  but  also  the  most  scrump- 
tious. Flavors  are:  Black  Forest, 
Piemonte,  Seville,  Anjou,  Connemara 
and  Kitty  Hawk.  Baked  to  order,  they 
come  in  assortments  of  two  or  four  12- 

ounce  bricks $22  to  $45 

Brownies  On  Tour  800-736-4069 
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BH  Ingeniously  hand-cut,  one-of-a- 
kind  wooden  puzzles.  Furnish  an 
original  image,  and  Doug  and  Mary 
Logeland  will  soon  have  you  picking 
up  the  pieces.  Prices  (of  their  own 
designs  as  well)  range  from  $90  to 
$3,000. 
Rainy  Lake  Puzzles     . . .  612-827-5757 

^4  So  far,  we've  been  able  to  resist 
those  translating  computers,  but  this 
Quickpoint  is  simple,  cheap  and 
makes  a  lot  of  horse-sense  to  us. 
Whether  you're  stranded  on  a  train 
platform  in  Tokyo  or  on  a  road  in  the 
Sahara,  just  point  to  the  symbol  that 
most  closely  resembles  your  need,  and 
help  should  ensue. 

Item  #BL692 $4.85 

Magellan's 800-962-4943 

W^  The  shortest  7,240-yard  par  72 
course  you'll  ever  play.  And  who 
knows,  maybe  also  the  most  fun. 
CribbGolf  combines  the  best  of  golf 
and  cribbage. 

Item  #8324    $35 

Norm  Thompson 800-547-1 1 60 

t   Plant  Parenthood:  your  secret  gar- 
^  St  mi^t  be  inside  this  portable  solar 
ffeenhouse. 

Item  #fll733   $148 

Promises  Kept    800-989-3545 

B^  Wouldn  't  you  really  rather  buy 
Junior  a  set  ofth^e  quiet,  trampoline-like 
moon  shoes  instead  of  a  drum  set?  Sure  you 
would.  Ages  ei^t  and  up. 

Item  #252894     $58 

Casual  Living    800-843-1881 


V4  Pop  this  48-ounce  wheel  of  brie 
wrapped  in  a  flaky,  buttery  brioche  shell 
into  your  conventional  or  microwave  oven, 
and  out  comes  hors  doeuvre  heaven. 

Item  #6-5722 $29.95 

Community  Kitchens  800-535-9901 

^^^  For  those  of  you  yearning  to 
read  eye  charts  underwater,  the  pre- 
scription swimming  goggle.  The  lenses 
are  made  of  anti-fogging,  impact-resis- 
tant polycarbonate.  Prescriptions  come 
in  the  following  stren^hs:  -2.0  (A),  -2.5 
(B),  -3.0  (C),  -3.5  (D),  -4.0  (E),  -4.5 
(F), -5.0(G) 

Item  #0496  $19 

Attitudes   800-525-2468 

Sgl  Yes,  we  know  it  looks  a  little 
weird,  but  you  'II  hear  all  the  sounds  of 
the  woods  with  this  sonic  hiker's  hat, 
including  that  Stealth  Grizzly  Bear 
sneaking  up  on  you. 

Item  #2668F $69.95 

Audubon  Workshop  800-325-9464 

K^  Great  Speeches  contains  68  of 
the  20th  century 's  most  memorable 
speeches,  including  the  greatest  hits 
of  Neil  Armstrong,  Dick  Nixon, 
Martin  Luther  King,  JFK  and 
Babe  Ruth.  Something  to  listen  to 
with  the  kids. 

Item  #GR£10  CD  $49.95,  cassette  $39.95 
Hear  Music 800-432-7365 

•  lO  Bluer  than  blue,  turquoiser  than 
turquoise,  this  11"  by  57"  crepe  de  chine 
scarf  will  turn  heads  as  itwarms  your  neck. 
Isadora  Duncan  would  have  died  for  one 
oftfiese  Northern  Li^ts  scarves. 

Item  #1701 $35 

Coldwat6x  Creek 800-262-0040 
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Toll-free  number 
1-800-876-6556. 


Now  Available  in  Paperback! 
T^E  Book  that  Changed  the  Way  We  See  the  Past 


WFhen    AMERICAN    ALBUM 
'was   first   published,   one 
critic  said,  "It  is 
much  more  than  a 
book;  it  is  a  haunting,  un- 
forgettable experience. "  There 
had  been  other  volumes  of  old 
photographs,  of  course,  but  nev- 
er one  like  this. 

For  five  years  the  editors  of 
American  Heritage  had  searched 
through    thousands    of   photo- 
graphs from  across  the  country, 
and  finally  selected  320  of  the  best. 
Then  they  printed  them  with  a  costly 
"double  dot"  process  on  fine  paper. 
And  they  printed  them  big. 

A  time  machine 

The  result  was  a  time  machine.  AMER- 
ICAN ALBUM  is  the  first  book  to  reveal 
the  photograph's  magical  ability  to  sum- 
mon up  the  past.  "Everyone  who  has 
turned  one  page  of  this  ravishing  book," 
said  Newsday,  "has  been  lost  to  conver- 
sation for  an  hour.  .  .  .''Newsweek  sim- 
ply called  it  "indispensable." 

Available  again 

AMERICAN  ALBUM  became  an  instant 


J  I 
its! 

i 

3nj| 

A» 

•ari 


classic.  The  first  imitators  appeared  just 
a  few  months  later,  but  none  matched 
the  authority,  verve  and  charm  of  the 
original.  Now,  after  many  years,  Ameri- 
can Heritage  has  made  it  available 
again. 


What  you  see 

Here  is  a  history  of  America  froi 

1839 — ^when  the  camera  opened 

eye  on  a  raw,  vital,  disheveled  younj 

country  moving  toward  a  terrible  tes 

of  arms — to  1914,  when  a  robusi 

industrial  nation  was  on  the  vergi 

of  becoming  a  global  power.  Amonj 

the  superb  images  in  AMERIC 

ALBUM  are:  an  incredibly  clear 

crisp  view  of  Portland,  Maine 

townspeople  turning  out  to  watcl 

a  fire  in  1848;  tough,  rang) 

Confederate  prisoners  in  thei 

dungarees  and  slouch  hats; ; 

string  of  diamond-stack  loco 

motives  all  but  buried  in  th« 

blind  white  snowdrifts  of  th( 

Cascade  range;  Mrs.  Ja; 

Gould  having  her  hair  at 

tended  to  by  her  lady's  maid.  . 

History  that  touches  the  heart 

As  Charles  Kuralt  says  in  his  new  intro 
duction,  "If  you  linger  over  the  photo 
graphs,  letting  your  eyes  take  in  all  th 
details.  .  .you  will  learn  things  about  thi 
country  you  couldn't  have  known  before 
. . .  This  is  history  that  reaches  out  fror 
the  page  and  touches  the  heart. . 
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American  Album 

•  Oversize  Paperback  Volume 
10y8"xl3'/2" 

•  320  Photographs 

•  Special  "Double-Dot"  Printing 

•  Created  by  the  Editors  of  Ameri- 
can Heritage 

•  Special  Offer  for  American  Heri- 
tage Readers 


AMERICAN  HERITAGE  BOOKS 

PO  Box  10934 

Des  Moines,  lA  50350-0934 

Please  send  me 


Please  bill  the  credit  card  indicated  below: 

LI  VISA      □  MASTERCARD       □  AMERICAN  EXPRESS 
Account  # 


copy(ies]  of  AMERICAN  ALBUM 
for  only  $19.95  each)  (plus  $3.50 
for  postage  and  handling). 
Please  aflow  3  to  5  weeks  for 
delivery.  (NY  State  residents  add 
sales  tax.)  Paynnent  must 
accompany  order. 

Enclosed  is  my  check  for  $ 


Expiration  Date 

Signature. 


Name 


Address 


City. 


State 


_Zip. 


Toll-free  number:  1-800-876-6556 
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EXECUTIVE  GIFTS 

Own  Spectacular  Land, 

40  acres  in  the  Colorado 

Rockies.  $30,000  and  up,  1% 

down,  9%  financing.  Write: 

Forbes  Wagon  Creek  Ranch 

Box  303,  Fort  Garland,  CO  81133 
(719)  379-3263 


AT  YOUR  SERVICE 

A  New  Opportunity  For 
Direct  Response  Advertisers 
FORBES  FYI  appeals  to 
executives  who  live  their  lives 
with  a  sense  of  style-and 
can  afford  to: 

•  Median  Household  Income- 
$126,000 

•  Median  Net  Worth- 
$734,000 

These  are  readers  who 
have  money  to  spend  on 
sports,  travel,  leisure 
activihes  and  other  finery. 
Tempt  them  wath  your 
special  products  and  services. 

Call  Linda  Loren 
(212)  620-2440  for 
more  information. 

*Fortxa  SubKhb«r  Study,  Dor  Bowdrai  Assoc. ,  1990 


BOOKS 
ON  TAPE 


'■World's  Largest  Selection  of  Audio  Books  < 


'  Best  Sellers 
on  Cassette 

'  Full-length 
Rentals 

'  Call  for  Free 
Brochure 


(800)  626-3333 


EXECUTIVE  GIFTS 


HANDCRAFTED  AVIATION  DISPLAY  MODELS 

by  THE  WORLD'S  LARGEST  MAKER  OF  AVIATION  DISPLAY  REPLICAS 

•  168  different  and  unique 
replicas  of  aviation  history 

•  wide  range  of  collector  scales  \^ 

•  military  aircraft  from  1914 
to  present 

•  airliners  from  ihe 
1920's  to  present 

•  spacecraft  from  the 
1960's  to  present 


For  free  full 
color  catalog: 


$119.95 

SHOWCASE  MODEL  CO. 

P.O.  Box  470,  Dept.  FYl-92-08 
State  College,  PA  16804-0470 


CALL  (800)  441-9524  /  FAX  Number  (814)  238-8572 


EXECUTIVE  GIFTS 

1 

TRAVEL 

•  16"  to  22"  models  ore  hond- 
crofted  from  solid  mohogony  with 
handpointed  markings  ond  details 

•  Over  160  models  m  stock 

•  Pnced  from  $99.50 

•  Sofisfodion  guoranteed 

Call  1-800-950-9944 


!!  CASHMERES  !! 

And  Lots  Of  Other  Goodies !  Free  Brochure,  Map! 

AIRMAILED  RIGHT  TO  YOUR  DOOR! 

Write,  phone,  or  fax. 

all  major  cards  accepted 

Phone:  01 1-44-334-72366  (24hn) 

Fax:  76416 

ST.  ANDREWS  WOOLLEN  MILL, 

ST.  ANDREWS,  SCOTLAND 

(Yes,  we're  right  here  on  the  18th  Green!) 


DELUXE  ECO/ADVENTURE  TOURS 
TO  SOUTH  AMERICA 

Deluxe  hotels  and  4-6  distinct 
"low-intensity"  adventures  per  tour 

"Adventure  by  day  -  Comfort  by  nighf 

FREE  BROCHURE  1-800-397-3482 

415  Herondo  Street,  Ste.  351 ,  Hemosa  Beach,  CA  90254 


FREE  CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  to: 

Free  Business  Catalog 

U.S.  Govenunent  Pnntmg  Office 

Office  of  Marketing-Stop  SM 

WnshingtoD,  DC  20401 


We  live  in  what  is,  but  we  find 
a  thousand  ways  not  to  face  it. 
Great  theater  strengthens  our 
faculty  to  face  it. 
-  THORNTON  WILDER, 


CLASSICS, ILLUSTRATED 
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From 

All  The  King's 

Men 

By  Robert 

Penn  Warren 


|he  candidate  could  still  stand,  at  least 
with  one  thigh  propped  against  the  table. 
He  had  begun  to  talk  by  this  time,  too.  He 
had  called  them  his  friends  in  two  or  three 
ways  and  had  said  he  was  glad  to  be  there. 
Now  he  stood  there  clutching  the 
manuscript  in  both  hands,  with  his  head 
lowered  like  a  dehorned  cow  beset  by  a 
couple  of  fierce  dogs  in  the  barnyard, 
while  the  sun  beat  on  him  and  the  sweat 
dropped.  Then  he  took  a  grip  on  himself, 
and  lifted  his  head. 

"I  have  a  speech  here,"  he  said.  "It  is  a 
speech  about  what  this  state  needs.  But 


Illustration  by 
Mark  Hkss 


there's  no  use  telling  you  what  this  state 
needs.  You  are  the  state.  You  know  what 
you  need.  Look  at  your  pants.  Have  they 
got  holes  in  the  knee.''  Listen  to  your  belly. 
Did  it  ever  rumble  for  emptiness.''  Look  at 
your  crop.  Did  it  ever  rot  in  the  field 
because  the  road  was  so  bad  you  couldn't 
get  it  to  market?  Look  at  your  kids.  Arc 
they  growing  up  ignorant  as  you  and  dirt 
because  there  isn't  any  school  for  them.''" 

Willie  paused,  and  blinked  around  at 
the  crowd.  "No,"  he  said,  "I'm  not  going 
to  read  you  any  speech,  ^'ou  know  what 
you  need  bctter'n  I  could  tell  you."  0 
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How  Dell  Computer  outflanks  the  big  boys 


Mutual  funds  that  trv  too  hard 
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Smooth  out  the  wrinkles  and 
straighten  the  curves.  An  advanced 
4-wheel  independent 
suspension  performs  magic 
on  the  roads  you  love.  As 
well  as  the  ones  you'd 
rather  forget. 


The  cabin  is  Ultra  quiet  at 
highway  speeds.  Making  it  the  perfect 
place  to  showcase  the  clarity  of  its 
optional  compact  disc  music  system. 


Hungry  for  power?  A 
fuel-injected  supercharged  3800  V6 
engine  serves  it  up  fast.  With  205 
horsepower  at  your  command, 
passing's  a  joy,  not  a  job. 
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"I  don't  believe  we  have  to  be  the  only 
guy  in  charge.  It  may  do  us  good  to  work 
with  other  people,"  says  Frank  Shrontz. 

^^m  45 


Reading,  writing  and  arithmetic  are  losing  out  to 
self-esteem,  band  and  orchestra  and  choir. 
■^^  92 


Ding  dong!  Dell's 
the  winner  in  PCs  an 
he's  surprised  it  has 
taken  his  competitoi 
so  long  to  react. 
^^H   82 


ON  THE  COVER 


What  Do  We  Get  For 

Our  School  Dollars?  92 

By  Janet  Novack 

What's  wrong  with  our  schools? 
Could  it  be  that  kids  are  spending  too 
much  time  hearing  about  self-esteem 
and  dressing  for  success  and  not 
enough  time  doing  sums  or  parsing  a 
sentence?  It  could  indeed. 

How  Dell  Computer 

Outflanks  The  Big  Boys  82 

By  Julie  Pitta 

Michael  Dell,  something  between  a 
retailer  and  a  manufacturer,  may  have 
defined  a  new  industry. 

Mutual  Funds  That 

Try  Too  Hard  163 

By  Mary  Beth  Grover 

The   returns   of  aggressive    growth 

fiands  have  been  pecuharly  passive. 


COMPANIES/INDUSTRIES 


45 


Boeing  Co. 

By  Howard  Banks 

Why  Chairman  Frank  Shrontz  is  am- 
bivalent about  the  fijture. 

MacFrugal's  Bargains — 
Close-Outs  48 

By  William  P.  Barrett 

Recessions  are  supposed  to  be  great 
times  for  deep-discount  retailers.  So 
what's  with  Leonard  Williams? 

Gerber  Products  66 

By  Marcia  Berss 

Staying  tightly  focused  brings  30% 
earnings  on  shareholders'  equity.  But 
staying  focused  has  its  drawbacks. 


Starting  Tour  Own  Business: 
Chantal  Cookware  68 

By  Claire  Poole 

That  lady  in  the  flamboyant  hat  was  a 
businesswoman  desperate  to  get  her 
products  noticed. 

Worthen  Banking  Corp.  110 

By  Claire  Poole 

Curt  Bradbury  made  himself  unpopu- 
lar, but  he  saved  his  boss'  investment. 

Up  &  Comers: 

First  Team  Sports  114 

By  Elizabeth  Comte 

Just  afi:er  they  went  public,  their  in- 
vestment banker  attacked. 

Up  &  Comers: 

CinemarkU.S.A.  118 

By  Lisa  Gubernick 

In  1980  Lee  Roy  Mitchell  sold  his 

movie  theaters.  Now  he's  back. 

Quality  Food  Centers  121 

By  John  H.Taylor 

The  best-kept  secret  in  the  supermar- 
ket industry. 

Clorox  126 

By  Thorn  Calandra 

A  niche  company  that  did  famously — 

until  it  decided  it  could  sell  anything. 


INTERNATIONAL 


50 


Diversifying  Abroad 

By  Richard  C.  Morais  with  Michael  Schuman 
Why  small  and  profitable  businesses 
should  export. 


Japan's  Life  Insurers  60 

By  Gale  Eisenstodt 

Funny  bookkeeping  and  a  roaring 

market  led  them  to  bad  habits. 

Union  Power  In  Ontario  129 

By  Nina  Munk 

A  new  labor  law  will  make  the  prov- 
ince's bad  economy  worse. 

Luksic  Group  132 

By  Joel  Millman 

Follow  the  philosophy  of  the  ant,  says 
this  billionaire  son  of  a  Croatian  im- 
migrant. Next  stop:  Wall  Street. 

Como's  Silk  Monopoly  100 

By  Joshua  Levine 

How  many  raincoats  can  the  Pope 
buy?  Not  enough  to  restore  these  rich 
silk  merchants. 

The  U.S.'  China  Policy  106 

By  Michael  Schuman 

In   the   name   of  "human   rights," 

Washington  slams  the  door. 
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MONEY  &  INVESTING 
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"Help  Me  Out" 

By  Robert  Lenzner 

Should  the  brokers  have  warned  the 

biggest  swinger  in  the  bond  market? 

Taxing  Matters: 

Nose  Under  Tent?  74 

By  Gretchen  Morgenson 

A  bill  might  leave  some  unrealized 

capital  gains  vulnerable  to  taxes. 
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Frederick  I  built  Como  in  the 
12tli  century.  Now  Riccardo 
Mantero  owns  everything, 
walls  and  towers,  too. 

w^mm  100 


Naturism  used  to 
mean  paunchy 
folks  playing  vol- 
leyball. Now  it 
brings  in  $120 
million  a  year. 
138 


Second  mortgages,  loans 
from  family  and  friends, 
a  manufacturer  in  Taiwan, 
and  Ultra-Wheels  was  born. 
■■■   114 


Accountants  As  Stockbrokeirs        76 

By  Matthew  Schifrin 

Would  you  buy  a  mutual  fund  from 

Herb  Vest's  army?  Lots  are. 

Wall  Street  R&D  112 

By  Dana  Wechsler  Linden 

Brokers  could  soon  be  pushing  secu- 
rities backed  by  student  loans  or  cor- 
porate accounts  receivable. 

The  Funds: 

Calculated  Risk  162 

By  Richard  Phalon 

John  Kaweske's  remarkable  Financial 

Strategic  Health  Sciences  Portfolio. 
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Streetwalker  172 

Earnings  estimates;  Sun  Co.;  Maytag; 
Japanese  stocks. 


LAW  AND  ISSUES 
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Not  Invented  Here 

By  Leslie  Spencer 

The  EPA  is  trying  to  bury  a  better, 
cheaper  way  'to  meet  new  clean  air 
requirements^.  Why? 

On  The  Docket: 

How  About  Free  Speech 

For  Business,  Too?  108 

By  David  Frum 

The  courts  said  no  when  Cincinnati 
tried  to  shut  down  its  newspapers' 
competitors.  So  far,  so  good. 


MARKETING 


Spike  Lee  Versus 

Mrs,  Malcolm  X  136 

By  R.  Lee  Sullivan 

Suddenly,  Malcolm  X's  name  is  a  hot 

property. 

Naked  Appeal  138 

By  Lisa  Coleman  and  Matt  Rees 

Cruises,  videos  and  fancy  resorts,  all  in 

the  buff. 


COMPUTERS/COMMUNICATIONS 


The  Integrated  Services 

Digital  Network  140 

By  David  C.  Churbucl< 
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"Being  a  young  global  company  can  cause  the 
occasional  growing  pain  but  it  has  a  lot  of 
advantages.  We  can  avoid  the  mistakes  made 
by  our  older  brothers.  For  us,  decentralization 


doesn't  mean  turning  everything  upside  d  ton 
It  has  always  been  a  part  of  our  culture.  Wepe 
have  40  highly  independent  business  un 
My  job  is  to  set  the  framework.  And  give 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  pre 
Some  63,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write 
Akzo  America  Inc.,  Corp.  Comm.  Dept./SI,  300  South  Riverside  Plaza.  Chicago,  II.  60606.  Phone  (312)  906-7500. 
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I  to  move  within  it.  I'm  involved,  but  I  don't 
fere.  Our  business  units  are  both  global 
•rs  and  local  entrepreneurs.  It's  all  part  of 
ing  the  right  chemistry." 
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Krieger's  kanna 

How  DOES  a  business  person  cope  with  today's  dramatic  currency 
fluctuations?  Forbes  is  fortunate  in  recruiting  Andrew  Krieger  to 
write  a  column  on  currency  and  currency  trading.  See  page  169. 

Krieger,  now  36,  prepared  for  his  seemingly  arcane  trade  by 
Studying  a  truly  arcane  subject.  As  a  graduate  student  at  the 
University  of  Pennsylvania,  his  subject  wasn't  economics.  It  was 
Sanskrit  and  Indian  philosophy,  studies  he  today  regards  as  more 
usefLil  to  his  career  than  the  M.B.A.  he  later  earned  at  Wharton.  "It 
requires  openness  to  understand  a  foreign  tradition,"  he  explains, 
"and  openness  to  ideas  and  new  information  is  what  you  need  to 
trade  foreign  currency."  Krieger's  open-mindedness  and  intuition 
have  made  him  an  immensely  successfiil  trader,  first  at  Salomon 
Brothers,  later  with  Bankers  Trust  and  with  George  Soros.  In  1990 
he  teamed  with  Jonathan  Berg  in  their  own  firm,  KB  Currency 
Advisors,  in  Englewood  Cliffs,  N.J. 

He  expects  to  have  plenty  to  write  about.  "The  central  banks  seem 
to  have  lost  their  grip,"  he  says.  "They  cannot  fight  these  tremen- 
dous capital  flows."  Krieger  visualizes  currencies  as  the  hub  of  a 
wheel,  with  all  the  other  markets — bonds,  stocks,  derivatives — as  the 
spokes.  "Today  the  hub  spins  fast  and  unpredictably  because  the 
leading  nations  pursue  divergent  economic  policies  that  unbalance 
their  currency  relationships:  Germany  fighting  inflation,  Japan 
deflation,  and  the  U.S.  trying  to  stimulate  a  sluggish  economy  with 
monetary  policy." 

They  thought  it  was  just  foi*  propeller  heads 

A  BUSINESS  Started  in  a  college  dorm  room 
in  1984  will  do  nearly  $2  billion  in  reve- 
nues this  year.  Dell  Computer  grew  as 
incredibly  fast  as  it  did  because  Michael 
Dell's  competitors  didn't  realize  there  was 
more  to  his  company  than  low  prices. 
What  happens  now,  with  IBM  and  the  other 
big  guns  elbowing  into  Dell's  turfl"  Julie 
Pitta  analyzes  a  unique  company  and  assays 
its  prospects  in  "Why  Dell  is  a  sun'ivor," 
beginning  on  page  82. 

Michael  Dell 

Thanks,  folks  ^^h 

SiARiiNG  on  page  22  we  carr}'  seven  col- 
umns of  excerpts  from  the  outpouring  of  letters  we  received  on  our 
75th  Anniversary  issue.  The  75th  also  received  quite  flattering 
notices  in  the  daily  media. 

USA  Today:  "Even  if  [FoRBKS']  motto — 'capitalist  tool' — makes 
you  yearn  for  Swedish  citizenship,  take  a  look.  ...  At  572  pages, 
[the  issue's]  thickness  is  physical,  not  mental." 

Chicago  Tribune:  "...  long,  thoughtful  responses  to  why  we're  ' 
unhappy  from  1 1  prominent  authors.  ..." 

Washinffton  Post:  "...  FoRRHS  takes  a  breather  from  its  bite-size 
business  journalism  to  ponder  the  millennial  question:  'Why  we  feel 
so  bad.>'  This  is  an  appropriate  and  even  brave  question  from  a 
magazine  so  devoted  to  the  blessings  of  capitalism." 
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You  don't  want  to  get  bogged  down  in  revolving  debt  on  bankcards. 

Especially  since  some  bankcards  charge  19%  interest.  That's  outrageous. 

But  you  know  how  to  get  out  of  that  trap.  And  stay  out. 


The  Card. 
The  American  Express'Card. 


Call  1-800-THE  CARD,  to  apply. 


ne  hundred  forty 
airlines  trust  Unisys 
with  reservations. 


Without  reservations. 


Passenger  and  cargo  reserva- 
)ns  fuel  the  airline  business. 

So  it's  not  surprising  that  four- 
en  of  the  world's  twenty  leading 
irriers  rely  on  Unisys  reservations 
ilutions  to  maximize  revenue  for 
^ery  flight. 

A  growing  fleet  of  Unisys  cus- 
)mers-including  Northwest,  Air 
ranee,  All  Nippon  and  United- 
3pends  on  Unisys  for  high-powered 
nswers  to  mission-critical  assign- 
lents  such  as  booking,  departure 
Dntrol,  operations  scheduling,  yield 
lanagement  and  more. 

1992  Unisys  Corporation 


Like  our  60,000  other  customers 
in  all  lines  of  business,  recent  arrivals 
Air  Canada,  Mexicana  Airlines  and 
TAP-Air  Portugal  know  us  as  a  leader 
in  mission-critical  solutions  for  heavy- 
volume  computing  environments. 

And  in  100  countries,  our  cus- 
tomers know  that  the  quality  of  our 
solutions  reflects  not  only  the  quality 
of  our  technology,  not  only  the 
quality  of  the  services  behind  the 

UNISYS 

We  make  it  happen. 


systems,  not  only  the  quality  of  our 
industry  experience-but  ultimately 
the  quality  of  our  commitment  to 
the  customer. 

A  commitment  that  lifts  Unisys 
to  the  top  of  customer  satisfaction 
surveys  in  markets  as  demanding 
as  Japan. 

Whether  you'r  ^  in  airlines, 
banking,  government  or  telecommun- 
ications, call  us  at  1-800-874-8647, 
ext.  167.  Ask  how  Unisys  can 
help  your  business  gain  altitude 
by  putting  your  systems  on 
solid  ground. 
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The  Cowboys  bounce  back 

After  buying  a  majority  stake  in  the 
Dallas  Cowboys  from  owner  Buni 
Bright  in  1989,  JerralW.  (Jerry)  Jones 
became  something  of  a  villain  around 
Dallas.  The  Arkansas  oil  and  gas  pro- 
ducer fired  venerable  head  coach 
Tom  Landry,  traded  away  the  team's 
star  running  back  and  compiled  a 
miserable  win-loss  record.  By  the  tirtle 
the  1989  season  was  over,  the  Cow- 
boys had  won  just  one  game  and  the 
fans  were  screaming  for  Jones'  head. 
But  Forbes  noted  Jones  had  a  knack 
for  coming  out  on  top  in  business  and 
predicted  a  bright  future  for  the  Cow- 
boys franchise  (Feb.  19,  1990). 

Since  then  Jones  and  the  Cowboys 
have  been  looking  good.  Last  season 
Dallas  made  the  second  round  of  the 
National  Football  Conference  play- 
offs, finishing  with  12  wins  and  6 
losses.  This  year  looks  even  better. 
The  Cowboys  won  their  first  three 
games  this  season,  including  victories 
over  archrivals  the  New  York  Giants 
and  the  Washington  Redskins — Su- 
per Bowl  champions  for  the  1990  and 
1991  seasons,  respectively. 

Jones,  who  was  a  captain  of  the 
1965  Cotton  Bowl- winning  Univer- 
sity of  Arkansas  Razorbacks,  is  a 
hands-on  owner  who  involves  himself 
in  everything  from  negotiating  trades 
and  players'  contracts  to  reviewing 
potential  draft  choices  with  his  col- 
lege roommate  and  head  Cowboys 
coach  Jimmy  Johnson.  During  1990 
and  1991  he  bought  the  remaining 
32%  of  the  team  that  he  didn't  already 
own  for  about  $20  million.  To  pay  off 
debt  on  Texas  Stadium,  Jones  sold  80 


luxury  condo  skyboxes  for  $47  mil- 
lion. Meanwhile,  home  game  atten- 
dance has  risen  33%  since  the  1988 
season,  and  by  the  end  of  this  season 
the  Cowboys  will  have  sold  out  23 
consecutive  home  games. 

There's  talk  of  Dallas  making  it  to 
the  Super  Bowl  this  year.  "When  you 
have  a  team  like  the  Cowboys,"  grins 
Jones,  "it  isn't  too  far-fetched  to 
think  about."  -Pablo  Galarza 

SiUcon  stumble 

It  sounded  good  to  us  at  the  time: 
Silicon  Valley  Bancshares  opened  for 
business  in  a  San  Jose  industrial  park 
in  1983,  intending  to  attract  deposits 
by  offering  credit  lines  to  emerging 
technology'  companies.  By  1990  it 
had  $570  million  in  assets,  and 
Forbes  pointed  it  out  as  a  solid,  well- 
managed  outfit,  with  a  reserve  for 
loan  losses  at  a  comfortable  four  times 
nonperforming  assets  and  a  return  on 
assets — 2.1% — among  the  highest  in 


ABOVE: 

Roger  V.  Smith, 
Silicon  Valley 
Bancshares' 
chief  executive 
Real  estate 
losses  have  dealt 
an  unexpected 
setback. 


LEFT: 

Jerry  Jones,  Dallas 
Cowboys'  owner 
New  hero 
around  town. 
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THE  BEST  REASON  YET 

TO  CHOOSE  COUNTY  17  INSTEAD 

OF  THE  INTERSTATE. 


I  I 


'  1992  SAAB  CARS  USA,  INC 


The  Interstate  Highway  System  is  a  perfectly  prudent, 
efficient  way  to  get  from  point  A  to  point  B.  But  it's  not  much 
fun  to  drive. 

Unfortunately,  the  same  could  be  said  of  many  new  cars.  With 
the  noteworthy  exception  of  the  Saab  9000  CSE,  a  sports  sedan 
you  can  drive  hard  with  your  conscience  intact. 

Ask  it  to  run,  and  it  complies  as  though  the  idea  were  its  own, 
planting  you  deeper  into  the  leather  upholstery  Yet  it  delivers  its 


SAAB  INTRODUQe 


I 


exhilarating  200-horsepower*  thrust  while  keeping  a  wary  e) 
its  own  fuel  appetites. 

Ask  it  to  embrace  serpentine  roadways,  and  it  feels  sl^ 
into  the  asphalt.  This  almost  startling  sense  of  control  come^- 
just  from  its  rally-bred  suspension,  but  from  a  new  chassis  d 
one  that  substantially  increases  torsional  rigidity 

Ask  it  to  stop  on  a  rain-slicked  surface,  and  a  unique  .im 
braking  system  does  so  with  literally  inhuman  precision.  ^^ 


■WITH  AVAILABLE  2  3-LITER  TURBOCHARGED  ENGINE  "WHICHEVER  COMES  FIRST  SEE  YOUR  SAAB  DEALER  FOR  COMPLETE  DETAILS  ON  LIMITED  POWERTRAIN  WARRANTY 


E  9000  CSE. 


Ask  it  to  avoid"  an  accident,  and  it  will  do  everything  in  its 
r  (and  yours)  to  obey  Should  it  need  to  help  you  survive  one, 
;id  steel  safety  cage,  crumple  zones,  driver's-side  air  bag  and 
side-impact  reinforcements  are  put  to  work.  And  the  9000 
s  heir  to  Saab's  legendary  safety  record. 
The  result  is  a  car  that  responds  to  your  emotions  without 
ying  your  conscience.  A  car  backed  by  one  of  the  industry's 
ist  warranties  (6  years  or  80,000  miles**),  so  youll  be  able  to 


drive  it  well  into  the  responsible  nineties  with  an  undiminished 
gleam  in  your  eye. 

To  learn  more,  choose  a  direct  route  to  your  Saab  dealer, 
where  the  9000  CSE  awaits  your  test  drive.  You'll  be  glad  you  saved 
the  back  roads  for  the  trip  home.  Or  call  1-800-582-SAAB. 


Isn't  it  time  we  all  took  a 

smarter  approach  to  the 

business  of  philanthropy? 


INTRODUCIN 


The  Charitable  Gift  Fund 


An  innovative  new  service  from  Fidelity  Investments.  Designed  to 
revolutionize  and  revitalize  the  business  of  giving. 

The  Gift  Fund  enhances  the  value  of  your  charitable  dollars, 

PROVIDES     immediate    TAX    DEDUCTIONS,    AND    ALLOWS    YOU    TO    RECOMMEND 

contributions  to  qualified  non-profits  at  your  convenience. 

Without  the  usual  legal  and  accounting  hassles,  distribution 
requirements  and  investment  management  responsibilities.  no  more 
time-consuming  paperwork  or  unnecessary  expenses. 

The   Charitable   Gift   Fund.   A   simple,   sensible  alternative  to 

INDIVIDUAL  AND  CORPORATE    FOUNDATIONS.    NEW   FROM    FIDELITY.   TO   REQUEST 
THE   DETAILS,  CALL  A  CHARITABLE  GIFT  FUND   REPRESENTATIVE  TODAY  AT 
1 -800-544-0275,  EXT.    16.  OR,  FAX  YOUR  INQUIRY  TO  (617)  248-1851  . 


C^haritable  ^^ift  ^nd 

■0' 


FIdeUty  ^a  tm/cstments  ® 


FOLLOW  THROUGH 


the  nation  (Au^.  20,  1990). 

We  underestimated  the  severity  of 
California's  real  estate  recession.  Sili- 
con Valley's  nonperforming  assets  are 
up  135%  since  year- end  1991,  to 
$50.4  million,  mainly  because  of  prob- 
lems in  residential  construction  and 
other  real  estate  loans  that  together 
make  up  19%  of  its  loan  portfolio. 

With  further  additions  to  reserves 
expected  in  the  next  two  quarters, 
analyst  Philip  Hage  of  Van  Kasper  & 
Co.  warns  that  earnings  could  fall 
from  last  year's  $  1 .71  a  share  to  as  low 
as  $1.45  in  1992.  Silicon's  shares 
recentiy  traded  at  7Vi,  down  from  last 
year's  high  of  16%. 

Chief  Executive  Roger  V.  Smith 
admits  the  realty  losses  have  been  an 
unexpected  setback  but  argues  that 
his  plan  for  building  a  "national 
franchise"  in  banking  for  technology 
companies  is  on  track.  "The  impor- 
tant thing,"  says  he,  "is  that  we  have 
not  altered  our  focus  since  we  started 
tills  bank  in  1983." 

Cheap  Rouse? 

Three  years  ago  Forbes  thought  the 
shares  of  Rouse  Co.  were  dangerously 
•high.  The  real  estate  developer's 
■properties  include  retail  centers  at 
Boston's  Faneuil  Hall,  in  Santa  Moni- 
ca and  along  Baltimore's  waterfront 
(Oct:  30,  1989).  Like  other  real  estate 


Rouse  Co.  Chairman  Mathias  DeVito 

Has  overvalued  become  undervalued? 
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stocks,  Rouse  has  since  come  way 
down:  from  29  to  a  low  last  month  of 
IIV4.  Recent  price:  13%. 

Is  Rouse  now  a  buy?  The  company 
and  some  smart  institutional  investors 
think  so.  Last  month  Trizec  Corp.,  a 
Canadian  real  estate  firm  that  held  a 
24%  stake  in  Rouse,  needed  cash  and 
said  it  would  sell  all  but  1.5  million  of 
its  11  million  Rouse  shares  at  $12 
apiece.  Rouse  will  buy  1  million 
shares,  and  a  group  of  seven  institu- 
tional investors — including  T.  Rowe 
Price  and  Goldman,  Sachs — will  buy 
the  remaining  8.5  million  shares. 

Clifford  Ransom,  of  St.  Petersburg, 
Florida's  Raymond  James  &  Asso- 
ciates, thinks  the  buyers  are  getting  a 
good  deal.  Ransom  says  Rouse  has 
weathered  the  recession  relatively 
well.  Yet,  at  13%,  the  company's 
stock  is  trading  at  just  over  half  the 
current  value  of  its  shareholders'  eq- 
uity, and  at  around  ten  times  cash 
flow.  (As  a  supplement  to  its  historical 
cost  accounts.  Rouse  reports  "share- 
holders' equity-current  value,"  based 
on  the  present  value  of  its  assets' 
estimated  discounted  cash  flow.) 
That's  relatively  cheap,  considering 
Rouse  has  historically  traded  at  a  mul- 
tiple in  excess  of  15  times  cash  flow. 
Ransom,  who  expects  cash  flow  to 
grow  10%  to  15%  next  year,  rates  the 
stock  a  buy. 

Skin  of  theii*  teeth 

Forbes  warned  last  month  that 
S.640,  a  law  designed  to  put  some 
badly  needed  checks  on  product  li- 
ability litigation,  was  in  danger  of 
being  thwarted  by  Senator  Ernest 
Rollings  (D.-S.C.)  and  other  allies  of 
the  plaintiff  bar  (Sept.  14).  In  order  to 
close  off  filibusters  and  bring  the  bill 
to  a  vote,  supporters  had  to  muster  60 
senators.  In  the  end,  they  were  able  to 
produce  only  58. 

While  this  is  certainly  a  victory  for 
the  trial  lawyers,  it  is  not  one  they  can 
take  much  satisfaction  in.  For  ten 
years  the  lawsuit  industry  has  been 
able  to  avoid  a  vote  on  product  liabil- 
ity reform;  now  a  substantial  majority 
of  the  Senate  is  on  record  in  favor  of  it. 
Senate  majority  leader  George  Mitch- 
ell (D-Me.)  voted  against  the  bill,  but 
promised  afterward  that  the  Senate 
would  revisit  the  issue  early  in  the  next 
session.  Stay  tuned.-DAViD  Frum  ^ 


Working 

(JVliracles 

Every  Day 

The  Salvation  Army  provided 

nearly  six  million  homeless  with 

lodgings  last  year.  One  bed  at  a 

time. 
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Sucker  bids 

Globhx,  the  new  24-hour  electronic 
futures  trading  system  de\eloped  by 
Reuters  Holdings  Pic,  the  Chicago 
Mercantile  Exchange  and  the  Chicago 
Board  of  Trade,  opened  for  business  in 
June.  Using  Globex,  traders  can  now 
trade  around  the  clock  by  posting  bids 
and  offers  on  screens  when  the  ex- 
changes are  shut.  But  the  s\^stem  has 
some  bugs  to  be  worked  out. 

One  night  just  before  Labor  Day, 
for  example,  an  independent  Chicago 
trader  told  his  broker  to  sell  50  Euro- 
dollar futures  contracts  on  Globex  at  a 
price  that  turned  out  to  be  significant- 
ly below  the  market  price.  Another 
trader  caught  the  error,  bought  the 
contracts  and  reportedly  resold  them 
for  a  quick  5125,000  profit.  Accord- 
ing to  a  source,  when  the  seller  found 
out  about  the  mistake  hours  later,  he 
blamed  his  broker,  which  apparendy 
agreed  to  eat  the  loss  itself. 

Aggressive  traders  have  been  hav- 
ing fun  in  other  ways  on  Globex. 
Some  have  been  entering  bids  or  of- 
fers on  Globex  as  much  as  one  point 
below  or  above  the  market,  hoping 
that  some  sucker  will  bite.  (Bid- ask 
spreads  here  usually  don't  exceed 
one-tenth  of  a  point.)  Some  over- 
night traders  have  been  suckered  into 
paying  these  extravagant  prices. 

To  counter  such  abuses,  Globex 
plans  to  set  up  a  mechanism  that 
highlights  posted  bids  or  offers  that 
van'  too  gready  fi-om  a  contract's  last 
traded  price.  -Matt  Rees 

Will  work  for  food 

CELEBRiTi'  CHEF  Wolfgang  Puck's 
restaurants  include  Spago  in  Los  An- 
geles, Chinois  on  Main  in  Santa  Mon- 
ica, Malibu's  Granita  and  San  Francis- 
co's Postrio.  All  are  doing  well.  But 
Puck  also  owns  10%  of  Los  Angeles 
Brewing  Co.,  which  operated  a  brew- 
er)' and  restaurant.  Eureka,  in  West 
Los  Angeles.  In  July  the  company 
filed  for  reorganization  under  Chap- 
ter 1 1  of  the  federal  bankruptcy'  code. 
To  pay  his  law)'ers  for  handling  his 
share  of  the  bankruptcy  filing.  Puck 
concocted  an  innovative  form  of  re- 
imbursement. Ira  Kharasch,  a  partner 
in  the  Los  Angeles  law  firm  of  Pa- 
chulski,  Stang,  Ziehl  &  Young,  says 
that  in  lieu  of  cash  the  firm  elected  to 
accept  up  to  525,000  in  meals  in 
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Restaurateu'  .V:  'g:'g  -.ck 
Eating  his  bill. 


Puck's  other  restaurants  as  a  retainer 
for  handling  the  bankruptcy  work. 
Since  then  the  bankruptcy  has  been 
converted  from  a  reorganization  to  a 
liquidation,  which  requires  less  legal 
work,  so  the  legal  bill  should  come  to 
around  512,000. 

Puck's  partners  in  his  successful 
restaurants  can't  complain.  Kha- 
rasch's  firm's  food  credits  will  come 
out  of  Puck's  share  of  the  profits,  not 
theirs. 

How  docs  the  iRS  treat  food  cred- 
its? It  is  normal  income  just  like  cash, 
Kharasch  says.        -John  H.  Ta\tx)R 

Raves  for  Rabin 

The  stock  market  isn't  doing  much 
in  the  U.S.,  but  it's  heating  up  in 
Israel.  Since  Yitzhak  Rabin,  the  coun- 
trN''s  new  prime  minister  and  an  out- 
spoken proponent  of  the  peace  pro- 
cess, took  office  in  July,  the  Israeli 
stock  market  has  climbed  30%  in  U.S. 
dollar  terms. 


K 


I  "Israel  is  bursting  with  investment 
I  bankers,"  says  a  top  U.S.  securities 
I  law\'er  who  was  on  an  El  Al  flight  back 
to  New  York  the  other  day  with  a 
gaggle  of  bankers  from  the  likes  of 
First  Boston  and  Salomon  Brothers. 
The  bankers  hope  to  drum  up  busi- 
ness taking  Israeli  companies  public 
while  the  market  is  hot. 

They're  also  trying  to  cash  in  on  the 
Israel  play  in  the  U.S.  market.  In 
August  Merrill,  Lehman  Brothers  and 
First  Boston  brought  public  Tadiran, 
an  Israeli  electronics  and  telephone 
equipment  company.  IPO  price:  14V2 
recent  ntse  price:  I8V4.  And  Pruden- 
tial Securities  has  registered  to  bring 
public  First  Israel  Fund,  which  will  be 
the  first  closed-end  fund  for  Israeh 
securities  to  trade  in  the  U.S. 

-Robert  Lenzner 

To  each  according 
to  his  needs 

Dep.\rted  baseball  commissioner 
Fay  Vincent  never  made  much  head- 
way on  the  issue  of  revenue  sharing 
among  the  teams,  something  pro 
football  and  basketball  already  have. 
But  where  Vincent  failed,  the  buzz 
around  the  nation's  ballparks  is  that 
his  interim  replacement,  Allan  (Bud) 
Selig,  the  58-year-old  owner  of  the 
Milwaukee  Brewers,  may  have  better 
luck  at  it. 

Selig,  one  of  baseball's  few  hands- 
on  owners,  has  a  reputation  as  a  nego- 
tiator (he  once  ran  a  car  dealership,  so 
he's  had  practice).  More  important, 
the  absence  of  revenue  sharing  hits 
him  squarely  in  the  pocketbook. 
Without  it,  teams  that  play  in  smallish 
television  markets  like  Milwaukee  are 
being  squeezed  because  their  broad- 
cast revenues  are  nowhere  near  those 
of  teams  in  bigger  markets. 

Indeed,  Selig's  Brewers  are  one  of  a 
handful  of  teams  without  a 
local  cable  TV'  deal.  When  it 
comes  to  bidding  for  free 
agents,  teams  like  the  Mil- 
waukee Brewers  can't  com- 
pete for  players  against  rich- 
er teams  like  the  New  York 
Yankees,  which  get  $40  mil- 
lion a  year  in  local  broadcast 
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income,  much  of  it  from  cable. 

Says  one  former  baseball  executive: 
"If  anybody  can  put  together  a  rea- 
sonable approach  to  revenue  sharing, 
it's  Bud."  -Marcia  Berss 


Technical  knockout 

Mexico's  media  billionaire  Emilio 
Azcarraga  Milmo  (Forbes, /w/y  20)  is 
nothing  if  not  a  sports  fan.  His  two 
soccer  teams  are  perennial  league - 
leaders  in  Mexico;  he  owns  a  bullring 
and  the  Azteca  Stadium,  which  is  the 
biggest  in  Mexico  City.  Indeed,  he 
even  lost  $150  million  before  throw- 
ing in  the  towel  on  the  National,  his 
defunct  U.S.  daily  sports  paper. 

So  what  happened  on  Saturday 
night,  Sept.  12,  must  have  been  par- 
ticularly galling  to  Azcarraga.  Ca- 
blevision,  the  cable  subsidiary  of  his 
Grupo  Tele  visa,  had  the  pay-per-view 
rights  to  broadcast  to  Mexico  the 
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Chavez  (left)  beatCamacho 

But  some  home  fans  didn't  get  to  see  it. 


fight  between  Mexico's  world  cham- 
pion boxer  Julio  Cesar  Chavez  and 
archrival  Hector  (Macho)  Camacho. 

But  no  sooner  had  the  pair  entered 
a  Las  Vegas  ring  than  transmission 
problems  started  that  killed  either  the 
audio  or  videp  portion  of  the  telecast 
at  scores  of  ^locations.  Hundreds  of 
enraged  fans,  who  had  paid  as  much  as 
$60  per  home  to  watch  the  bout, 
stormed  Cablevision  offices  demand- 
ing refiinds.  Bars,  some  paying  as 
much  as  $2,000,  also  lost  the  signal. 

As  for  the  fight,  the  undefeated 
Chavez  won  by  unanimous  decision. 
As  for  Azcarraga,  he  still  has  his  work 
cut  out  if  he  wants  to  build  Televisa 
into  a  champion. -Joel  Millman  WU 
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He  offered  me  his  red  leather  chair 

and  said  ''Congratulations,  Mr  Chairman.' 

]Ne  were  in  the  boardroom. 


Or  was  it  The  St.  Regis? 


An  ITT  Sheraton  Luxury-  Hotel 


FIFTH  AVENUE  AT  55TH  STREET,  NEW  YORK,  NY  10022-TEL  212.753.4500,  TELEX  148368,  FAX  212.787.3447 
FOR  RESERVATIONS  CALL  TOLL  FREE  800-759-7550  OR  YOUR  TRAVEL  SPECIALIST 


We  could  claim 
that  the  Bose®  Acoustic  Wave* 
music  system  is  for  everyone.  After  all,  it 
sounds  like  much  larger,  more  expensive 
stereos.  It  fits  almost  anywhere  you  can  put  a 
briefcase.  And  it's  as  easy  to  use  as  a  TV. 

But  we  think  you're  the  one  to  decide  if 
the  only  stereo  system  we  know  of  to  be 
named  Invention  of  the  Year  is  for  you. 
Because,  with  all  the  patented  technology 
on  the  inside  and  all  the  simplicity  on  the 
outside,  the  Acoustic  Wave®  is  so  advanced 
it  may  seem  technically  impossible.  It  also 
looks  unlike  any  othert  stereo  system  you've 
ever  seen.  And  its  compact  disc  player  (or 
cassette),  AM/FM  radio,  and  built-in 


Better  sound  through  research^ 

©1992  Bose  Girporation 


Introducing  The 

Stereo  That  Isn^t 

For  Everybody. 


"You  have  to  hear  it  to  believe  it." 

patented  speakers  deliver  sound  you  won't 
believe  until  you  hear  it  in  your  home. 

So,  if  the  idea  of  owning  a  revolutionary 
stereo  from  the  best  respected 
name  in  sound  intrigues  you, 
ask  for  our  booklet.  It's  free 
and,  like  the  Acoustic  Wave® 
music  system,  it's  available 
only  by  calling  or  writing 
Bose  Corporation. 

Call  For  This  FREE  Booklet! 

1-800-282-BOSE  Ext.  390 
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□  Yes,  please  send  me  a  free  booklet  on  the  Bose 
Acoustic  Wave'  music  system. 

Name 390 

Street 


City 


State 


Phone  (        ) 


Mali  to:  Bose  Corporation,  Depl.  CDD,  The  Mountain, 
Framingham.iVIA  01701-9168  USA 


Bon  vivant 

Sir:  Rc  ''Zell's  Angels"  (July  20).  My 
hat  is  off  to  Zell  and  his  band  of 
marauders  for  demonstrating  that 
even  tiie  busiest  of  business  people  do 
take  the  time  to  slow  down  and  smell 
the  roses. 

-CuhHORi:)  W.  Zhll 
Bent  ley,  La. 
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Sam  Zell  (third  from  left)  and  his  band 
Work  hard  and  play  hard. 


Beleaguered  Bosnia 

Sir:  Re  Fact  and  Comment  (Au£i. 
31).  There's  another  element;  name- 
ly, the  obliteration  of  ethnic  identity' 
by  the  demolition  of  cultural  institu- 
tions such  as  churches  (mosques), 
museums  and  libraries,  along  with  the 
bulldozing  of  cemeteries. 
-Edward  Dukovich 
Valencia,  Pa. 

Sir:   Supplying  arms  to  defenders." 
Proceed  ver\'  cautiously.  Remember 
we  helped  arm  Iraq  when  they  were 
fighting  Iran. 
-J.\MHS  C.  McBride 
Colonel,  U.S.  Army,  Retired 
Virginia  Beach,  Va. 

Picking  on  Trump 

Sir:  As  usual,  Forbes  has  incorrectly 
covered  Donald  Trump.  I  own  100% 
of  Trump  Plaza  in  Adantic  City,  not 
"just  50%"  as  reported  in  Forbes 
Informer  (Sept.  14).  You  state  that 
"1992  cash  flow  is  expected  to  hit 
$60  million,  up  from  only  $20  million 
last  year." 

Aren't  you  folks  at  Forbes  getting 
tired  of  making  positive  news  about 
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me  as  negative  as  possible? 
-Donald  J.  Trump 
New  York,  N.T. 

Mr.  Trump  ignores  the  50%  interest 
in  the  Trump  Plaza's  m,anaging gen- 
eral partner  that  was  distributed  to 
former  bondholders.  We  erred  on  the 
$20  million  figure,  which  should  have 
been  $33  million.— ED.  * 


Catering  to  lawyers 

Sir:  Re  "I  looked  him  in  the  eye  and 
asked  him"  (Aug.  31).  Maybe  Mr. 
Clinton  should  change  his  election 
line  of  "Putting  People  First"  to 
"Putting  Attorneys  First"! 
-Charles  P.  Ledergerber 
Beverly  Hills,  Calif. 

Ticket  to  ride 

Sir:  In  your  efforts  to  bash  Clinton 
(Fact  and  Comment,  July  20),  please 
do  not  bash  our  great  countr\'.  The 
U.S.  does  indeed  have  the  wherewith- 
al to  build  high-speed  ground  trans- 
portation systems  in  select  markets. 
The  missing  link  is  the  tax-exempt 
bonding  authorit}'  available  to  air- 
ports, which  should  also  be  provided 
to  high-speed  rail  developers. 
-James  S.  Eastm\n 
Ridgefield,  Wash. 


Keepers 


Sir:  Most  states  do  not  confiscate 
ftinds,  but  rather  hold  them  in  custo- 
dy until  the  rightfijl  owner  steps  for- 
ward ("Losers,  weepers,"  Aug.  17). 
-Catherine  W.  Dudley 
Administrator 
Office  of  Unclaimed  Funds 
State  of  New  York 
Office  of  the  State  Comptroller 
Albany,  N.Y. 

Their  word 

Sir:    Rc    "A    lifest^'le    positioning" 
(Aug.  31).  In  the  article,  "collegiate" 
is  used  generically  to  describe  a  class 
of  dictionaries.  Please  note  "Colle- 
giate" is  a  registered  trademark  of 
Merriam -Webster  for  dictionaries. 
-James  W.  Withgott 
Vice  President/A dmin istra tio n 
Merriam-Webster  Inc. 
Springfield,  Mass. 


75th  Anniversary 

Sir:  Re  "Why  we  feel  so  bad  when  we 
have  it  so  good"  (Sept.  14).  Come 
visit  me  in  the  heartiand  of  America, 
and  you  will  experience  a  different 
Zeitgeist.  You  might  even  find  a  lot  of 
people  who  are  optimistic  about  the 
future  of  our  country. 
-Lucius  M.  Lamar 
Kingston,  Tenn. 

Sir:  Why  we  feel  so  bad  when  we  have 
it  so  good?  Because  a  good  propor- 
tion of  people  in  this  country  do  not 
have  it  so  good. 
-Merrillan  M.  Thomas 
Spencerport,  N.Y. 

Sir:  It  is  not  often  that  a  single  piece  of 
popular  journalism  dramatically  re- 
shapes the  political  landscape,  but 
Peggy  Noonan's  "You'd  cr}'  too  if  it 
happened  to  you"  could  do  just  that. 

-J.AMES  K.  FiTZPATRICK 
Mahopac,  N.Y. 

Sir:  If  we  follow  Ms.  Noonan's  logic 
of  accepting  the  inevitable,  we  see  her 
as  the  great  feudal  lord  telling  his 
peasant  tenants  that  their  misen'  is 
deser\ed,  but  that  when  they  die 
they'll  surely  get  their  just  rewards. 
-GER.ALD  Rubin 
Associate  Professor  of 

Psychology 
Central  Virginia  Community  College 
Lynchburg,  Va. 

Sir:  I  would  hope  your  wide  dissemi- 
nation of  these  essays  could  foster  real 
thinking  and  consideration  of  solu- 
tions to  the  issues  we  face  individually 
and  corporately. 
-Edwari:)  C.  Jonson 
Hudson,  N.H. 

Sir:  I  intend  to  keep  this  issue  to 

refresh  my  thinking  when  I  confront 

those    who    might    alter    historical 

truths. 

-G.  Jackson  Burney 

Davidson,  N.C. 

Sir:  Abolishment  of  private  property 
and  totalitarian  bureaucracy  led  to 
unprecedented  levels  of  unhappiness 
and  suffering  in  the  Soviet  Union 
because  it  inhibited  healthy  competi- 
tion. We  should  take  a  lesson  from 
this  failure.  Unless  the  American  pub 
(continued  on  p.  154) 
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You've  got  great  seats.  Because  this  is  a  Gold  Card  Event. 

With  reserved  tickets  just  for  Gold  Card  members.  For  concerts, 

plays,  and  sporting  events.  Sure  beats  standing  in  line. 


The  Gold  Card. 
The  American  Express' Gold  Card. 


Call  1-800-765-GOLD,  to  apply. 


NOW,  BRIDGE  THE  ATLANTIC 


ON  OUR  NONSTOP  FLIGHTS  FROM  NEW  YORK  TO  FRANKFURT 


OR  BRUSSELS,  THEN  ON  TO  SINGAPORE. 


Fly  with  us  direct  from  New  York  to  Singapore  six  times  weekly  via  Frankfurt 
or  Brussels  on  our  exclusive  MEGATOP™  747-400s.  From  Singapore,  we  offer  immediate 
connections  to  major  cities  throughout  Southeast  Asia.  We  fly  across  five 

A  great  way  to  fly 

continents  on  the  world's  youngest,  most  modern  fleet.  SinGAPORE  AIRLinES 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


COMEBACK  FOR  THE  GREENBACK 


Is  THE  DOLLAR  about  to  resume  its  long-ago  lost  place  as 
the  world's  stable,  steadfast  currency? 

After  a  brief  backsliding  a  few  months  ago,  the  Federal 
Reserve  has  gone  back  to  using  gold  and  sensitive  com- 
modity indexes  as  its  compass  for  monetary  policy.  The 
dollar-gold  price  has  remained  remarkably  stable  within 
the  $335-to-$355  range.  If  the  Fed  sticks  to  this  policy, 
the  greenback  will  be  king  of  the  money  hill  again. 
President  Bush  recently  made  a  breathtaking  proposal  that 
other  countries  value  their  currencies  in  a  similar  manner. 

The  buck  has  been  battered  on  foreign  exchange  mar- 
kets because  of  excessively  tight  monetary  policies  by 
Germany  and  Japan.  The  Bundesbank's  misbehavior  is 
costing  Europe  dearly.  Japan  has  paid  a  heavy  price  with  its 
stock  market  and  real  estate  crashes.  By  contrast,  short- 


term  U.S.  interest  rates  are  at  a  20-year  low.  Long-term 
rates,  already  down,  will  come  down  even  more  as  markets 
wake  up  to  the  implications  of  the  born-again  dollar. 

America's  more  muscular  money  can  largely  do  what 
the  Maastricht  Treaty  allegedly  will — create  an  anchor  for 
monetary  stability. 

With  the  dollar  effectively  tied  to  gold,  other  countries 
could,  for  convenience,  fix  their  currencies  to  ours  without 
fear  of  inflation  or  a  Bundesbank-type  deflation.  This  was 
the  essence  of  the  post-World  War  II  Bretton  Woods 
international  monetary  system  that  we  destroyed  in  1971 . 
Its  informal  revival  would  be  immensely  helpfiil  in  lower- 
ing interest  rates  and  creating  more  capital,  thereby 
generating  more  prosperity.  But  if  Governor  Clinton  wins, 
all  bets  are  off'.  His  views  on  the  dollar  are  a  total  mystery. 


FRANCE'S  WEAK  THUMBS-UP 


on  the  Maastricht  Treaty  doesn't  mean  an  end  to 
monetary  turmoil.  As  long  as  the  Bundesbank's  incred- 
ibly narrow-minded,  overtight  monetary  policy  contin- 
ues, Germany's  neighbors  will  writhe  until  they  deval- 
ue a  la  Italy  or  move  to  the  sidelines  altogether  a  la 
Britain. 


Europeans  are  in  no  mood  for  fiirther  monetary  or 
pohtical  integration.  Germany's  acts  have  damaged  its 
economy  and  those  of  its  neighbors.  The  French  victory 
margin  was  small  because  of  not- unfounded  fears  that  too 
much  power  is  being  shipped  to  Brussels  bureaucrats  and 
not  enough  to  elected  officials. 


WILL  HE  FOLLOW  THROUGH? 


George  Bush'S  speech  at  the  Detroit  Economic  Club 
last  month  provides  the  rhetorical  foundation  for  reviving 
his  moribund  campaign.  Ifxhc  President  sticks  to  and 
enhances  the  speech's  themes,  he  will  beat 
Clinton.  If  not,  the  Governor  v^dns. 

The  address  was  a  remarkable  oudine  of 
radical  reform.  Bush  sounded  more  like  a 
Reagan-Kemp  populist  than  a  laid-back, 
country  club -conservative.  He  talked  of  al- 
most doubling  the  size  of  the  economy  by 
early  in  the  next  century,  which  would  effect  a 
growth  rate  of  old-time  Japanese  propor- 
tions. Such  an  expansion  is  impossible  with- 
out capital,  hence  the  need  for  a  capital  gains 
tax  reduction.  As  he  put  it,  "When  capital  is 
taxed  lightly,  there  is  more  of  it  and  when  it  is  taxed 
heavily,  it  becomes  scarce — available  only  to  those  who  are 
already  wealthy,  who  need  it  least  of  all.  If  capital  were 
more  abundant,  labor  would  be  more  in  demand,  wages 
would  rise,  unemployment  lines  would  shrink." 


Bush's  idea  of  negotiating  free-trade  agreements  with  a 

number  of  countries  in  Latin  America,  Asia  and  Eastern 

Europe  was  imaginative.  Not  only  would  such  deals  shore 

up  budding  democracies,  they  would  force 

Western  Europe  and  Japan  to  reduce  internal 

barriers.  Billions  of  consumers  would  benefit. 

He  linked  this  doubling  of  the  economy  to 

the  need  for  reforming  schools,  coming  up 

with  an  alarming  statistic  in  favor  of  ending 

government's  near  monopoly  on  education: 

"In  Chicago  46%  of  public  school  teachers 

send  their  children  to  private  schools." 

He  touched  on  a  number  of  other  vision- 
ary reforms  for  inner  cities,  health  care,  pen- 
sions and  our  legal  system. 
The  President  must  not  drop  this  theme  of  achieving 
robust  economic  growth  primarily  through  less  taxation. 
He  must  continue  to  say  again  and  again  how  breaking 
his  tax  pledge  was  a  mistake  that  he  won't  repeat  but  that 
his  opponent  will. 


Forbes  ■  October  12,  1992 


25 


R^i£MH 


RUSSIA  MAY  HAVE  LOST  ITS  EMPIRE 


and  its  economy  may  be  a  shambles,  but  its  diplomats  can 
still  play  a  skillful  game  ofhardball  cum  deft  public  relations . 

Japan  is  coming  under  hea\y  criticism  for  not  reaching  an 
agreement  with  Russia  o\er  four  small  islands  (in  the 
Kuriles)  that  Moscow  seized  from 
Tokyo  near  the  end  of  World  War 
II.  Japan  is  getting  a  bad  rap. 

The  unstated  basis  for  a  deal 
has  always  been  major  Japanese 
aid  for  eventual  return  of  most  or 
all  of  this  largely  worthless  real 

estate.  But  the  Japanese  were  not  willing  to  pony  up  a 
sufficient  amount  to  satisf\'  Moscow. 

Yet  Tokyo,  not  Moscow,  was  castigated  in  the  interna- 
tional press  for  being  greedy  and  insensitive  to  the  other 
side's  nationalist  feelings.  TV  and  newspapers  ran  pic- 


Recriminations  Fly  in  Japan 
On  Collapse  of  Yeltsin  Visjji 
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tures  of  a  handful  of  Russian  "demonstrators"  protest- 
ing possible  repatriation  of  the  islands.  No  need  to  take 
this  alleged  display  of  Russian  nationalism  too  seriously. 
The  Kremlin's  military^  chiefs  are  not  really  "drawing  the 

line"  over  these  specks  of  territo- 
ry after  having  given  up  Eastern 
Europe  and  passively  watched  | 
their  centuries-old  empire  split 
apart.  The  people  couldn't  care 
less.  Ukraine  means  infinitely 
more  to  them  than  do  the  Ku- 
riles. Money  is  the  name  of  this  game. 

Japanese  diplomats  must  be  scratching  their  heads  over 
how  they  lost  the  PR  battle  here.  Tokyo  is  going  to  come 
up  with  a  bigger-than-expected  aid  package.  Moscow  will 
then  give  up  land  it  had  no  right  to  in  the  first  place. 


rhe  New  York  Times 


HOW  TO  GET  A  CONGRESSIONAL  RENAISSANCE 


Restoration — by  George  F.  Will  (The  Free 
Press,  SI 9.95).  Timely,  thoughtfiil  argument 
that  limiting  the  terms  of  our  national  legislators 
is  not  to  punish  our  increasingly  disreputable 
Congress  but  to  restore  that  institution  to  its 
proper,  necessar\'  place  as  a  deliberative  body  on 
a  par  with,  or  superior  to,  the  presidenc)'  and  the 
courts.  Legislative  careerism  is  ultimately  in- 
compatible with  American  democracy.  Law- 
makers must  have  incentives  beyond  staying  in 
office.  The  unstated  deal  with  an  ever-growing 


group  of  supplicants:  You  help  us  win,  and  we 
will  help  you  get  money  and  favors.  Congress  is 
debased  by  this  porkly  process.  Term  limits 
would  enable  Congress  to  shape  public  opinion 
instead  of  pandering  to  polls  and  pleaders. 
Excerpt:  7>rw  limitation  is  a  simple,  spare 
reform  to  alter  the  incentives  that  are  relevant  to 
entry  into,  and  behavior  while  in,  public  life.  The 
absence  of  term  limits  is  a  temptation  to  legisla- 
tive careerism.  Term  limitation  is  an  accommo- 
dation to  the  hard  facts  of  human  nature. 


WOODY  AND  BILL,  MEET  GROVER 

Grovtr  Cle\'EL.\ND  was  the  nation's  only  chief  execu-      was  drafted  during  the  Civil  War  but  paid  someone  to 
tive  to  get  married  in  the  White  House.  Unbelabored      take  his  place,  a  practice  that  was,  astonishingly,  legal. 


in  historx'  books  is  the  fact  that  he  was 
49  and  his  bride,  Frances  Folsom,  was 
21.  More  to  the  point,  Frances  had 
been  the  legal  ward  of  Cleveland  for  a 
number  of  years.  Imagine  what  to- 
day's tabloids  and  psycho-pundits 
would  make  of  this. 

Another  remarkable  fact  about 
Cleveland:  He  won  election  to  the 
White  House  after  admitting  that  he 
had  fathered  an  illegitimate  child. 
This  in  the  midst  of  the  Victorian  era! 

Even   more   remarkable,   Cleveland 


Voters  were  impressed  that  Grover 
Cleveland  didn't  equivocate.  He  easily 
could  have  blamed  paternit)'  on  others, 
as  the  mother  was,  in  the  words  of  the 
time,  "a  loose  woman,"  but  didn't. 
His  political  and  financial  integrity  dur- 
ing the  Gilded  Age  meant  more  to  the 
electorate  than  did  his  blemishes. 

By  the  way,  Grover  and  Frances  had 
a  happy  marriage.  A  related  bit  of  triv- 
ia: Their  daughter  Ruth,  not  the  slug- 
ger, was  the  inspiration  for  the  Baby 
Ruth  candy  bar. 


RESTAURANTS— GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FoRBES  eatery  experts  Jeff  Cunningham  and  Tom  Jones: 


•  Nippon— 155  E.  52nd  St.  (Tel:  758-0226).  Wheth- 
er dishing  out  superior  versions  of  their  own  classics,  e.g. 
tonkatsu  (deep-fried  pork  medallions)  or  testing  our 
courage  and  sophistication,  e.g.  fiigu  ( poisonous  blowfish) 
or  bringing  new  age-old  Japanese  delicacies  to  the  Ameri- 
can market,  e.g.  soba  (80%  buckwheat  noodles),  Nippon 
sets  the  standards  for  Japanese  eating  in  New  York. 

One  If  By  Land,  Two  If  By  Sea— 17  Barrow  St. 
(Tel:  228-0822).  Still  very  prett\'  and  verN'  romantic,  but 
a  restaurant  should  be  about  food  and  service,  and  it's 
here    that    this    dressy    West    Village    bystander    fails. 


Poached  lobster  medallions  flavorless,  tough;  the  "fa- 
mous" individual  Beef  Wellington  tepid  and  greasy.  Des- 
sert the  best  thing  about  the  meal. 

•  Les  Celebrites— 155  W.  58th  St.  (in  the  Essex 
House;  Tel:  484-51 13).  Exactly  right  for  anyone  looking, 
for  an  intimate,  romantic  and  elegant  restaurant  with 
superb  food. 

•  Cafe  Loup— 105  W.  13th  St.  (Tel:  255-4746). 
Menu  healthy,  fresh,  light  and  tantalizing — a  restaurant 
for  the  Nineties.  The  tuna  carpaccio  seared  just  lightly 
with  soy  ginger  sauce  is  just  right.  I 
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,    PARKER buOFOLD.  THE  FINEST  CRAFTED  WRITING  INSTRUMENTS  IN  THE  WORLD. 


4^  PARKER  DUOFOLD 


Duofold  MaiHed  Blue  Centennial  fountain  Ptn,  8325.  •LIFETIME    GUARANTEED*  For  more  information  call  us  at  1-800-BEST  PEN. 

DAYTON'S  •  MARSHALL  FIELD'S  •  HUDSON'S 


THE         FERRAR 


Lincoln  Town  Car  came  in  first.  ■  It  wasn't  a  contest  of  speed.  Or  of  cornering.  It  was  a  contest  of  desirab 


ililj 


In  a  USA  TODAY  Dream  Car  reader  poll?  Americans  named  Lincoln  Town  Car  the  automobile  they  would 
most  like  to  own,  if  money  were  no  object.  They  recognized  Town  Car  as  nothing  less  than  what  it  is: 
an  exceedingly  spacious,  uncompromisingly  comfortable  and  extraordinarily  smooth-riding  automobile. 
■  To  achieve  world-class  desirability,  Lincoln  engineers  combined 


a  smooth  electronic  transmission  and  powerful 


overhead-cam  V-8  engine 


with  a  body/frame  design 


that  isolates  sound  and 


reduces  vibration.  The  result:  Town  Car  not  only  is  a  dream  machine... it  also  drives  like  one.  ■  To  this, 
Lincoln  engineers  added  standard  driver  and  right-front  passenger  air  bagsT*  standard  four-wheel  disc 


anti-lock  brakes  and  optional  traction  assist.  ■  For  more  information,  visit  a  Lincoln  dealer  or  call 
1  800  446-8888.  Driving  a  Lincoln  Town  Car  may  seem  Uke  a  dream.  But  owning  one  can  be  a  reality. 


•Based  on  a  February  1991  USA  TODAY  reader  poll   ••Supplemental  Restrami  System  Always  wear  your  safely  bell. 
LINCOLN-MERCURY  DIVISION  C^fo^  Buckle  up — together  we  can  save  lives 
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LINCOLN  TOWN  CAR 

WHAT     A     LUXURY     CAR     SHOULD     BE 


Other  Comments 


But  Who  Elects  'Em? 

Ri-:ADER,  SUPPOSE  you  were  an  idiot; 
and  suppose  you  were  a  member  of 
Congress;  but  I  repeat  myself. 
-Mark  Twain,  quoted  in  The  Book 
of  Insults,  by  Nancy  McPhee 

Think  About  It 

October  12,  1992,  marks  the  500th 
anniversary  of  the  most  crucial  of  all 
encounters  between  Europe  and  the 
Americas.  In  some  quarters  the  call  is 
for  penitence  and  remorse. 

The  era  Columbus  initiated  has 
seen  horror  and  sadism  perhaps  worse 
than  the  tortures  and  human  sacrifices 
of  the  Aztecs.  But  out  of  anguish 
[and]  self-criticism  and  bad  con- 
science have  evolved  the  great  liberat- 
ing ideas  of  individual  dignity,  politi- 
cal democracy,  equality  before  the 
law,  religious  tolerance,  cultural  plu- 
ralism, artistic  freedom — ideas  that 
emerged  uniquely  from  Europe  but 
that  empower  people  of  every  conti- 
nent, color  and  creed;  ideas  to  which 
most  of  the  world  today  aspires;  ideas 
that  offer  a  new  and  generous  vision  of 
our  common  life  on  this  interdepen- 
dent planet.  The  clash  of  cultures  may 
yield — not  to  a  single  global  culture 
but  to  a  world  in  which  many  differen- 
tiated national  cultures  live  side  by 


side  in  reciprocal  enrichment.  This, 
too,  is  part  of  the  legacy  of  Columbus. 
-Arthur  Schlesinger  Jr., 
The  Atlantic  -         * 


Maybe  if  judgment  were 
suspended  a  bit  more  often, 
we  would  like  us  more. 

-Robert  Fulghum,  It  Was  on 
Fire  When  I  Lay  Down  on  It 


Time  Is  Money 

Executives  waste  nearly  six  weeks  a 
year  looking  for  misplaced  items, 
according  to  a  poll  of  200  large- 
company  execs  for  Accountemps,  a 
temporary-help  firm. 
-Albert  R.  Karr,  Wall  Street  Journal 

No  Time  for  Faint  Heai^s 

The  Bosnians  and  the  Croatians  are 
on  the  side  of  liberty.  Give  them  the 
means  and  they  will  fight  the  aggres- 
sor. I'm  not  suggesting  that  we  put  in 
ground  forces.  1  expect  the  United 
Nations  to  have  ground  forces.  Our 
[contribution]  would  be  arms  to  the 
Bosnians  and  air  strikes  on  supply 
lines  and  military  targets  in  Serbia. 

I've  been  in  government  for  IIV2 
years.  If  you  ask  people  what  you 


Another  Breakthrough  from  A.T.&T. 


should  do,  they'll  give  you  101  rea- 
sons why  you  shouldn't  do  anything. 
If  you  say  the  situation  is  urgent,  now 
how  can  we  deal  with  it,  they'll  give 
you  a  lot  of  options  which  are  prett}' 
effective.  You  really  must  not  be  as 
faint-hearted  as  to  say  what  if,  what  if> 
It's  a  moral  case,  and  we  must  help. 
-Margaret  Thatcher,  former  Brit- 
ish Prime  Minister,  on  ABC  News' 
This  Week  with  David  Brinkley 

Stop  Waffling 

I'm  not  flexible  [on  the  subject  of 
corporate  average  fijel  economy 
(CAFE)  standards].  Bill  Clinton  has 
proposed  that  the  CAFE  standards  go 
to  40  miles  per  gallon.  There's  a 
wealth  of  opinion  that  says  that  would 
be  devastating  to  the  automobile  busi- 
ness. And  in  the  name  of  environment, 
"Vice  President  Gore"  has  been  talk- 
ing about  the  combustion  engine  as 
being  the  worst  threat  to  society. 

Clinton  ought  to  repudiate  Gore  or 
certainly  clarify  his  own  position.  He 
told  some  business  executives  that  he 
was  studying  the  National  Academy  of 
Sciences  report.  I'm  told  it's  a  big,  fat 
thing  with  square  roots  and  all.  So 
when  he  gets  through  reading  that, 
maybe  he  can  take  a  position  on 
NAFTA,  which  he  hasn't  read  either. 
-President  Bush, 
at  the  Detroit  Economic  Club 

No  Jacket  Required 

The  pleasure  of  your  company  is  re- 
quested in  a  new  age  of  informality. 
The  mood  now  is  one  of  casualness  in 
dress,  in  manners,  on  all  fronts. 

A  date  for  the  movies  and  Chinese 
food  does  not  necessarily  mean  two 
distinct  activities.  Not  in  New  York, 
where  any  number  of  moviegoers  arc 
capable  of  eating  Sichuan  from  a  car- 
ton while  following  the  action  on  the 
screen.  The  pros  use  chopsticks. 

Q:  Is  the  informality  of  the  1990s 
anything  like  that  of  the  '60s? 

A:  No.  Women  wore  T-shirts  and 
no  bras  in  the  '60s.  Today  it's  bras 
and  no  shirts. 
-Georgia  Dui.i.ha, 
New  York  Times  ^ 
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Share     The    Experience 


The  Peninsula  Hong  Kong  •  The  Kowloon  Hoicl  Hong  Kong  •  The  Peninsula  Manila   •    The  Palace  Hotel  Beijing  •  The  Peninsula  New  York 

The  Peninsula  Beverly  Hills  •  The  Peninsula  Bangkok  (Opening  1995) 
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AX^  fly  more  business  travellers  W- 


Our  attentive  staff  will  make  sure  you  arrive  refreshed  and  ready  to  do  business,  what 


( 
1 


lore  places  than  any  other  airline. 


untry  you  set  foot  in.  It's  the  way  we  make  you  feel  that  makes  us  the  world's  favourite  airline 

BRITISH  AIRWAYS 


The  worlds  favourite  airline.* 
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YOUR  FIRM 

ARRIVES  IN 

THIS  BOX 


A  corporate  gift  expresses  more  than 
X  A.  gratitude.  It  speaks  volumes  about 
your  firm.  ♦  For  154  years,  firms  have 
expressed  themselves  in  words  only  a 
Tiffany  blue  box  can  say.  Tiffany  gifts  have 
passed  from  CEOs  to  clients.  From 
managements  to  staffs.  They  are  bestowed 
by  everyone  who  prizes  stability  over  caprice, 
substance  over  veneer.  And  who  wishes  to 
send  this  message  in  a  gift  that  is  cherished 
forever.  ♦  To  receive  a  brochure,  or  learn 
more  about  the  rewards  of  a  Tiffany  &  Co. 
corporate  account,  call  800-423-2394. 


Tiffany  &  Co. 


Com 


ommentaiy 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


VOTING  FOR  THE  COMMANDER  IN  CHIEF 


The  economy  has  been  the  focus  of  both  presidential 
candidates'  spotlights  for  so  long  that  we  are  in  some  danger 
of  overlooking  one  of  the  major  tasks  of  any  President — 
serving  as  commander  in  chief  of  our  armed  forces.  It  is  high 
time  to  speak  out  frankly  about  this,  because  the  question  of 
who  is  the  better  person  to  serve  as  our  commander  in  chief 
is  far  more  important  than  who  stands  where  on  abortion, 
gun  control,  or  even  who  will  spend  more  on  domestic 
programs  or  how  big  a  "peace  dividend"  we  should  have. 

To  decide  who  is  better  suited  to  be  commander  in 
chief  requires  the  voter  to  analyze  dispassionately,  in  a 
completely  nonpartisan  way,  the  qualifications  needed  for 
the  post.  Which  candidate  can  attract  and  hold  the 
support  of  the  millions  of  American  men  and  women  (as 

well  as  their  families )       

•who  defend  us  ?  Who 
can  secure  the  train- 
ing, weapons  and 
supplies  necessary  to 
enable  these  service- 
men and  servicewo- 
men  to  continue  to 
defend  us  against 
any  contingencies 
that  may  arise  in  the 
next  four  years? 

Based  on  these  standards,  it  seems  to  me  clear  beyond  any 


with  a  tremendous  advantage  over  a  candidate  who,  for 
whatever  reason,  not  only  failed  to  participate  in  a  war  in 
which  his  country  was  engaged,  but  actively  took  steps  to 
delay  or  prevent  his  service.  Of  course,  Vietnam  was  a  war 
that  few  people  wanted,  but  it  was  a  war  in  which  our 
country  was  involved.  To  me,  it  seems  that  the  all- 
volunteer  force  we  now  have  would  be  hard  put  to  be 
inspired  by  the  leadership  of  Mr.  Clinton,  as  opposed  to 
the  continued  leadership  of  Mr.  Bush. 

It  is  quite  probably  true  that  a  great  majority  of  the  17.6 
million  men  who  were  available  for  military  service  in  the 
1960s  did  what  Mr.  Clinton  did  and  ducked  the  war.  There 
is  no  need  to  condemn  any  of  them,  and  it  is  clearly  not 
necessary  for  a  candidate  or  a  President  to  have  served  in  our 

armed  forces  to  be  a 

good  commander  in 
chief.  But  Clinton 
went  fijrther,  and  in 
one  of  the  many  let- 
ters he  wrote  about 
not  serving  in  Viet- 
nam he  went  so  far  as 
to  say  that  he  had 


"come  to  loathe  the 
Commander  in  chief:  There  is  no  doubt  who  is  the  better  choice.  military."  This  was 

in  the  same  letter  in 
which  he  thanked  a  colonel  for  "saving"  him  from  the 


question  that,  of  the  two  candidates,  Mr.  Bush  is  superior 
by  every  criterion  to  continue  as  our  commander  in  chief 

More  is  needed  from  that  office  than  simply  the  ability 
to  persuade  Congress  to  pass  large  defense  budgets.  Our 
commander  in  chief  must  provide  the  inspiration  and 
leadership  that  will  attract  the  best  people  and  bring  out 
the  finest  qualities  of  those  men  and  women  who  volun- 
teer for  the  difficult  and  often  dangerous  job  of  preserv- 
ing our  country,  our  liberties  and  ourselves. 

It  is  not  necessary  to  examine  all  the  nuances  and 
changing  developments  in  the  many  stories  about  Mr. 
Clinton  and  the  draft:.  And  it  is  not  necessary  to  look  at  all 
the  details  of  President  Bush's  budget  proposals  or  to 
approve  of  all  he  has  done  with  our  superbly  motivated 
armed  forces  in<\  the  magnificent  miUtary  machine  that 
he  inherited  with  the  presidency  in  1989. 

It  would  seem  without  doubt  that  one  who  served, 
voluntarily  and  bravely,  in  the  military  during  war  begins 
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draft:.  This  displays  the  same  kind  of  visceral  antagonism 
to  our  military  and  its  tasks  that  is  regularly  displayed  by 
some  members  of  Congress  when  they  seize  every  occa- 
sion to  vote  against  adequate  fiinds  for  our  defense.  (Of 
course,  Mr.  Clinton  now  would  careftiUy  explain  that 
what  he  really  meant  then  was  how  much  he  respected 
everyone  in  uniform  except,  possibly,  a  general  or  two.) 

What  is  vital  in  considering  who  is  better  suited  to  be 
our  commander  in  chief  is  to  remember  that  the  approxi- 
mately 1.9  million  men  and  women  who  have  volun- 
teered— and  understand  ftiU  well  that  they  may  have  to 
fight  a  war,  popular  or  not — should  have  a  commander  in 
chief  who  can  inspire  them  and  who  understands  and 
values  the  extraordinary  contribution  our  military  makes 
to  our  safety  and  survival. 

Based  on  these  criteria,  it  seems  to  me  that  President 
Bush  is  by  far  the  better  choice  to  serve  as  commander 
in  chief.  ■■ 
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THESE  DAYS,  EVEN  THE  MOST  POWERFUL 
LUXURY  STATEMENTS  ARE  BEING  MADE  MORE  QUIETLY 


In  this  day  and  age,  an  environment  that  is  quiet,      that  the  1993  Acura  Legend  Sedan  LS  was  designed  to  be. 
peaceful  and  free  of  distraction  is  indeed  a  luxury.  And  as  you  Thanks  to  sound-absorbing  materials  like  honeycom 

might  expect,  it  is  precisely  this  kmd  of  tranquil  environment      paneling,  the  Legend  insulates  you  from  the  noise  and  sta^; 


©  1992  Acum  Division  of  Amcncnii  Hondo  Motor  Co.,  Inc.  Acurn  and  Legend  arc  ref^istcred  tmdenmrl<s  of  Honda  Motor  Co..  Ltd.    Make  an  intcllij(cnl  decision.  Buckle  up. 
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everyday  driving.  While  supple  leather,  an  Automatic  which  goes  to  show  that  just  because  a  statement  is  made 
imate  Control  System  and  burled  walnut  trim  make  the  quietly  doesn't  make  it  any  less  powerful.  Call  1-800-TO- 
'gend  cabin  as  comfortable  and  tasteful  as  it  is  serene.  All  of      ACURA  for  more  information.       vO/  precision  crafted  performance 
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There  is  a  curious  shift  in  business 
these  days,  "bacl<  to  the  basics."  And  it 
seems  as  if  the  sophisticated  fast-tracl<ers 
of  the  '80s  have  been  transformed  into  the 
business  fundamentalists  of  the  '90s. 

Nice  try,  guys.  The  simple  truth  is, 
basics  are  something  you  start  with  and 
take  forward.  Not  retreat  to. 

In  the  past  10  years  we've  become 
a  $12  billion  insurance  company  by  embrac- 
ing the  ageless  basics  of  common  sense 
and  simplicity  and  bringing  them  into  a  new 
age  of  technology  and  management. 


t 


This  has  allowed  us  to  centralize! 
and  streamline  operations  in  ways  never 
possible  before.  Allowed  us  to  create 
products  that  are  profitable  against 
today's  ever-changing  financial  landscape. 
Allowed  us  to  establish  the  most  cost- 
effective  means  of  distribution.  And, 
allowed  us  to  be  more  active  managers  of 
our  investment  portfolio. 

The  basics.  By  takmg  them 
forward,  they've  taken  us  forward.  To 
where  we  are  today,  to  where  we'll 
be  tomorrow. 
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EDITED  BY  HOWARD  BANKS 


A  four- way  bet  on  the  economy 


Looking  for  a  few  good  words  about  the 
economy?  Erich  Heinemann,  chief  economist 
with  Wall  Street  investment  banker  Laden- 
burg,  Thalmann  &  Co.,  has  some.  "We  have  a 
lot  more  going  for  us  than  the  nightly  news 
suggests,"  says  Heinemann,  who  says  that,  for 
him,  he's  unusually  optimistic  about  the  econ- 
omy. Four  areas  give  him  heart. 

The  strength  in  imports 

On  its  face  this  seems  an  odd  thing  to  pick, 
since  import  consumption  reduces  gross  do- 
mestic product.  But,  says  Heinemann,  im- 
ports are  a  very  sensitive  indicator  of  consumer 
demand  that  has  proved  to  be  accurate  back  to 
the  1940s.  Based  on  a  three-month  inflation- 
adjusted  rolling  average,  merchandise  imports 
are  up  at  an  annual  rate  of  1 3%  since  April  199 1 . 

Because  there  has  been  no  inventory  build- 
up, and  imports  have  not  gained  market  share 
during  the  recession  (and  in  autos,  which  ac- 
count for  two-thirds  of  the  U.S.'  merchandise 
goods  trade  deficit,  Detroit's  market  share  has 
been  rising),  this  13%  increase  suggests  much 
more  robust  consumer  spending  than  the  offi- 
cial version,  which  in  August  was  up  by  just  2%  at 
an  annual  rate.  In  fact,  says  Heinemann: 
"Current  import  growth  is  more  consistent 
with  4%  gross  domestic  product  growth,  year 
on  year,  than  the  recent  official  1 .4%." 

Moreover,  says  Heinemann,  the  import 
numbers  are  about  the  most  accurate  statistics 
the  government  produces.  They  are  compiled 
by  thousands  of  customs  officials,  and  there  are 
criminal  penalties  for  not  reporting. 

Nondurable  goods:  Si  straw  in  the  wind 

Heinemann  says  there  has  also  been  a  12%  to 
1 3%  uptick  in  demand  for  nondurable  goods 
since  last  February.  He  acknowledges  that  this 
is  a  rather  short  period,  but  the  increased  de- 


mand does  seem  to  have  momentum.  De- 
mand for  nondurables  (such  as  food,  clothes, 
gasoline  and  eating  out)  is  historically  much 
more  stable  than  for  durables  such  as  washing 
machines  or  cars. 

Is  capital  spending  about  to  boom? 

In  a  modest  way,  yes,  says  Heinemann.  Cor- 
porate cash  flow  is  rising  strongly;  historically, 
changes  in  cash  flow  are  excellent  leading  indi- 
cators of  changes  in  capital  spending.  In  addi- 
tion, profits  seem  set  to  rise  strongly  as  overall 
business  (up  5.7%  in  real  volume  at  an  annua- 
lized rate  between  December  and  July,  he 
says)  continues  to  increase. 

A  technical  word  of  caution,  though.  The 
official  increases  in  capital  spending  (orders  for 
plant  and  equipment  are  up  2 1  %  since  last 
December)  probably  overstate  the  true  in- 
creases. Mosdy  this  is  a  result  of  a  sharp  decline 
in  computer  prices,  which  has  distorted  the  de- 
flator used  to  calculate  real  volumes  of  capital 
spending.  "A  boom  is  brewing,  but  its  extent  is 
probably  exaggerated,"  says  Heinemann. 

Job  creation  is  better  than  we  think 

Most  commentary  on  jobs  looks  at  the  tiny 
250,000  increase  in  nonfarm  payrolls  in  the  year 
to  August  and  the  recent  small  dip.  But  anoth- 
er survey  of  households  shows  a  more  robust  1.3 
million  increase  in  new  jobs  in  the  same  peri- 
od. This  disparity  usually  occurs  in  a  recovery, 
since  the  nonfarm  job  count  is  heavily  biased 
toward  large  manufacturers  and  undercounts 
service  sector  jobs. 

Another  caveat  here  from  Heinemann: 
There  has  been  a  sharp  decline  in  new  jobs  for 
teenagers  aged  16  to  19.  "1  think  a  major 
factor  in  this  is  the  27%  increase  in  the  minimum 
wage,  which  is  pricing  a  lot  of  youngsters  out 
of  a  job,"  he  says. 


A  present  for  the  next  President 


Heinemann  believes  that  the  economy  actu- 
ally turned  upward  in  November  1991,  not  in 
May  as  has  been  generally  portrayed.  From  his 
turnpoint,  we  are  11  months,  not  17  months, 
into  the  recovery.  "Obviously  things  are  far 
from  robust,  but  on  that  basis  we  are  following  a 
pretty  normal  recovery  pattern,"  he  says. 
Add  in  the  steady  growth  in  real  export 
volumes  ("U.S.  real  exports  continue  to  grow  at 
about  double  the  rate  of  other  industrial 
countries"),  and  by  this  time  next  year  the  eco- 
nomic news  may  well  be  much  rosier,  no  mat- 
ter who  makes  it  to  the  White  House.  The  U.S. 
will  have  largely  adapted  to  a  number  of  one- 


time structural  changes:  the  cut  in  defense 
spending;  the  failure  of  a  large  number  of 
uneconomic  companies  created  i.i  the  late 
1980s;  and  the  overhang  of  excess  real  estate 
capacity.  By  then,  the  Federal  Reserve's  power- 
fill  policy  of  interest  rate  cuts  will  have  had  its 
eflfect — house  starts  should  be  up,  cars  will  be 
rolling  out  of  dealers'  showrooms. 

"Trouble  is,"  says  Heinemann,  "our  impa- 
tience will  probably  mean  that  more  coal  will  in 
the  meantime  be  applied,  and  that  we  will  end 
up  overstoking  the  engine."  Good  monetarist 
that  he  is,  Heinemann  w^orries  about  the 
threat  of  renewed  inflation  down  the  road.    WM 
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BY  ROBERT  ROSENSTE  N 


The  Forbes  Index  (l967=ioo) 
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Judged  by  most  components  of  the  Forbes  Index,  the 
economy  appears  to  be  dead  in  the  water.  But  economist 
David  Cohen  at  mms  International  argues  that  "self- 
correcting  mechanisms"  will  eventually  pave  the  way  for  a 
healthy  recovery.  Low  mortgage  rates  and  productivity 
gains  from  corporate  cost-cutting  are  already  starting  to 
stimulate  higher  spending  on  capital  goods  and  residential 
construction,  Cohen  says.  For  example,  unadjusted  hous- 
ing starts  for  August  reiached  111  ,000,  putting  this  volatile 
indicator  17%  hi^er  than  its  August  1991  level. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1991 ' 

Ward's  Automotive 

1.4% 

Index  of  leading  indicators  July  vs  June 

Oept  of  (Commerce 

0,1% 

Trade  balance  12  months  ended  July1992 
All-commodity  producer  price  index  Aug  vs  July' 
BDP  2nd  quarter  vs  1st— annualized  growth 
M2  (3-month  change)— annualized  growth' 

Dept  of  Commerce 

-$72bil 
-0.2% 

Dept  of  Labor 

Dept  of  Commerce 
Federal  Reserve 

1.4% 
-0.8% 

'  U.S.-based  manufacturers,  excludes  imports,  as  of  9/10/92.  ^Wholesale  goods. '  Includes  Ml             i 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds.                       f 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  v^eigiited  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Industrial  production  index  (1987=100) 


550 


New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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Services     •    Total  index 


Inventories      •    New  orders 


270 


210 


125 


Consumer  price  indexes  u982  64  dverdge=iOC 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


150 


Manufacturers'  new  orders  and  inventories 

(Ibillions),  seasonally  adjusted  (Dept  of  Commerce) 
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New  housing  starts  (thousands)  privately  owned, 

unad|usted  'Dept  of  Commerce) 


165 


160 


155 


150 


Retail  sales  ($blllions), 

seasonally  adjusted  (Dept  of  Commerce) 


2920 


2850 


2780 


2710 


Personal  income  ($billlons)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


iiiii 


740 
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iUlB 

Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Resen/e) 
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DiKkclodi,kai^^ 

alligatDr  teeth  and 
athing  that  holds  your  keys. 


Luckily  for  ducks, 

our  Lands' End 
Original  Attache  is 
made  of  18-ounce 
cotton  duck 
canvas. 
Duck 
canvas, 
you  see, 
is  die  very 
same  rugged  material  sails  were 
once  made  o£  So  it  can  ^veather 
wind,  rain,  snow^  and  ^vhatever 
Mother  Nature  can  throw  at  it. 

And  naturally  w^hatever 
you  can  throw^  into  it. 

You'U  find  ten  pockets 
inside.  Each  of  which  w^e 
fastidiously  stitch  with 
durable  cotton-wrapped 
polyester  thread.  Unlike 
ordinary  threads,  it  vs^on't 
bum  up  or  w^eaken  on 
the  heavy-duty  sewing 
machines  that  w^e  use. 

Nifty  spaces  oi^anize 
checkbooks,  calculators, 
eyeglasses,  papers,  pencils 
and  other  stuff  that  somehow^ 
always  needs  organizing.  There 


w^ebbing  of  the  grips  three  times. 

Equally  strong  are  hundreds 
of  teeth  carefiilly  se^vn  not  once, 
buttwice,  into  the  zipper. 
Our  zippers  two  lai^e 
pull  rings  are  shaped 
fix)m  a  solid  piece  of 
steel.  They're  tough 

As  with  all  of  the  items 
w^e  carry  the  value  of  our  attache 
lies  in  the  attention  that  w^e  pay 
to  details 


send  it  back.  Whatyou  will  getin 
return  is  your  money  or  another 


strap  to  keep 
That's  nice. 


a  generous 
and 


IS  even  a  neat 
track  of  keys. 

Outside, 
pouch  opens 
closes  with  a 
reinforced  strip 
ofVelcro?(It's 
enough  to  make 
a  marsupial  envious.) 

The  handles 
are  padded  with  a 
tliick  piece  of  nylon  rope.  While 
boxed  "x- stitching"  crosses  the 


The  Lands' End  Original  Attache,  under  $40. 

Our  Pinpoint  Oxford  shirts 
alone  have  to  pass  71  inspections 
before  they're  passed  on  to  you. 

Whether  you're  looking  for 
a  classic  pair  of  khaki  trousers  or 
a  handmade  quilt  for  your  bed, 
you  can  be  sure  that  if  it's  in  our 
catalog,  it  is  Guaranteed.  Period.® 
Which  simply  means,  if  for  any 
reason,  no  matter 
how^  small  itmay 
seem  to  you, 
__^  you  are  not 
cpSe  satisfied  with 
one  of  our  products, 


item.  Thats  w^hy  w^e  say  "Period!' 
Everything  our  catalogs  list 
represents  a  value  and  a  quality 
that  you  would  be  hard-pressed 
to  come  across  elsewhere.  If  you 
would  like  to  see  what  w^e  mean 
exactly  just  call  our  fiiendly 
operators  in  Dodgeville  at 
1-800-356-4444,  toU-fi^e, 
any  day  of  the  ^veek. 

Tliey'll  be  happy  to 
send  you  a  fiiee  Lands' 
End  catalog  that's  filled 
with  all  sorts  of  quality 
home  fiimishings  and 
comfortable  clothing 
for  men, 
women 
and 

children. 
By  the  way 
have  you  seen  our 
fine  turdenecks? 


To 


Or  Jill  out  the  coupon  i  nd  mail  it  to: 
1  Lands'EndLane,  Dept  KG, Dodgeville,  WI 53595 

Name 


Address 


Apt 


City_ 
Zip_ 


StatE_ 

Phone  (        ) 


Guaranteed. 
Period^ 

eil99Z  Lands' End.  Inc 
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The  lady  was  the  biggest  swinger  in  the  bond 
market  until  her  speculation  lost  West  Virginia  a  pile 
of  money.  Should  the  brokers  have  warned  her? 

'Tou  just  have  to 
help  me  out" 


By  Robert  Lenzner 

Kathryn  Lester,  investment  manag- 
er of  the  State  of  West  Virginia  Con- 
solidated Investment  Fund,  was 
much  courted  by  Wall  Street  bond 
traders.  She  traded  in  and  out  of 
Treasury  bonds  every  day,  turning 
over  the  state's  $2.4  billion  portfolio 
26  times  between  October  1984  and 
September  1986. 

The  only  problem  was  that  some  of 
her  trading  strategies  violated  West 
Virginia  law.  Although  she  would  lat- 
er claim  that  she  had  approval  to  make 
these  trades,  Lester  was  using  money 
that,  according  to  statute, 
was  "not  for  speculation 
but  for  investment,  consid- 
ering the  probable  safety  of 
their  capital  as  well  as  the 
probable  income  to  be  de- 
rived." Illegal  trading  or 
not,  Salomon  Brothers  and 
Morgan  Stanley  and  the 
rest  of  Wall  Street  dealt 
happily  with  this  excellent 
customer. 

While  the  bull  market  in 
bonds  surged.  West  Virgin- 
ia could  do  no  wrong,  and 
for  a  while  sported  a  13.6% 
return  on  the  operating 
funds  of  150  state  agencies. 
Thus  did  Lester  create 
funds  for  agencies  like  local 
police  and  fire  departments 
and  boards  of  education — 
at  no  apparent  cost  to  the 
taxpayer. 

But  what  Lester  didn't 
realize  was  that  what  goes 
up  often  comes  down. 

In  the  spring  of  1987 
interest  rates  suddenly 
turned  up  and  Treasurys 
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turned  down,  costing  West  Virginia 
losses  of  $160  million.  In  an  effort  to 
cover  up  these  losses,  the  state  paid 
out  to  the  agencies  $127  million  that 
was  not  earned.  Inevitably,  the  flind 
suffered  "a  liquidity  crunch,"  accord- 
ing to  Thomas  Heywood,  senior  ex- 
ecutive assistant  to  the  present  gover- 
nor, Gaston  Caperton. 

The  state  legislature  voted  to  im- 
peach Treasurer  A.  James  Manchin, 
who  immediately  retired.  Associate 
Treasurer  Arnold  Margolin  was 
found  guilty  of  distributing  false  in- 


Former  West  Virginia  investment  manager  Kathryn  Lester 
Undone  by  both  rising  interest  rates  and  overspeculation. 


vestment  statements  and  was  sen- 
tenced to  18  months  in  jail.  Lester, 
then  34  years  old,  was  asked  to  resign 
from  her  $40,000-a-year  job  and  now 
works  as  a  paralegal  and  runs  a  pre- 
school in  a  Charleston,  W.Va.  church. 
Then  the  state  government  turned 
to  Wall  Street  for  recompense,  col- 
lecting $28  million  in  setdements. 
Was  it  the  brokers'  fault  that  a  state 
employee  disregarded  the  guidelines? 
Paul  Jacobson,  a  Goldman,  Sachs 
trader,  called  the  suit  "extortion  on 
the  part  of  the  state." 

Nevertheless,  three  in- 
vestment banks  setded 
even  before  a  suit  was 
filed — Merrill  Lynch  for 
$300,000,  Citicorp  for 
$600,000  and  Shearson 
Lehman  for  $975,000. 
Closer  to  the  trial  date  West 
Virginia  collected  $15  mil- 
lion from  Salomon  Broth- 
ers, $8.65  million  from 
Goldman,  Sachs,  $2  mil- 
lion from  County  NatWest 
and  $600,000  from  Green- 
wich Capital. 

There's  evidence  that 
Salomon  Brothers,  for  one, 
tried  to  get  around  the 
state's  guidelines.  The  bank 
wrote  former  West  Virginia 
Associate  Treasurer  Mar- 
golin that  it  understood  the 
investment  guidelines  to  be 
"nonbinding  suggestions 
subject  to  variation."  In 
fact,  Salomon  had  already 
got  around  the  state's 
guidelines  by  devising  a 
loophole  to  the  ban  on  na 
ked  options  called  a  "vari- 

Forbes  ■  October  12,  1992 


able  price  forward  transaction." 

Goldman,  Sachs  salesman  Frank 
Coulson  testified  that  he  couldn't 
remember  making  "any  efforts  to  ver- 
ify that  trading  activities  of  the  West 
Virginia  Consolidated  Fund  were 
consistent  with  state  laws  or  internal 
investment  rules." 

All  the  defendants  settied  except 
for  Morgan  Stanley  and  Chase  Securi- 
ties, an  affiliate  of  the  Chase  Manhat- 
tan Bank. 

This  summer,  after  a  trial  in 
Charleston,  Judge  Andrew  Mac- 
Queen  of  the  Kanawha  Circuit  Court 
socked  it  to  Morgan  Stanley.  The 
judge  issued  a  directed  verdict  that 
Morgan  Stanley  owed  West  Virginia 
$32.6  million  in  damages.  The  jury 
found  $4.9  million  of  that  to  be  the 
result  of  "constructive  fraud,"  which 
Morgan  Stanley  is  contesting.  Mor- 
gan Stanley  may  also  owe  the  state  as 
much  as  $16.5  million  in  interest. 

It  could  have  been  worse  for  Mor- 
gan Stanley,  because  punitive  dam- 
ages were  avoided  altogether.  Never- 
theless, Morgan  Stanley  says  it  will 
appeal.  "West  Virginia  made  a  lot  of 
money,  and  only  when  they  lost  mon- 
ey did  they  turn  around  and  sue  the 


A.  James  Manchin,  former  state  treasurer 
Retiring  quickly  to  avoid  impeaclimeiit. 


brokers,"  argues  James  Benkard,  the 
Davis  Polk  &  Wardwell  partner  who 
argued  the  case  for  Morgan.  "They — 
not  us — made  the  decision  to  buy 
these  securities  and  hold  these  securi- 
ties in  a  falling  market." 

That  may  be  true,  but  the  brokers 
should  have  taken  into  consideration 
Lester  was  not  a  seasoned  trader.  Her 
training  was  limited  to  a  six -month 
stint  trading  federal  ftinds  at  the  Abu 
Dhabi  International  Bank  in  Wash- 
ington, D.C.  "People  assume  I  know 
everything,  and  I  don't,"  Lester  once 
told  Michael  Maher,  her  Morgan 
Stanley  salesman,  in  a  recorded  con- 
versation. "You  just  have  to  help  me 
out."  Maher  says,  "We'll  have  to  start 
from  grade  1,"  and  Lester  responds, 
"Grade  1?  Kindergarten!" 

"Lester  was  a  compulsive  gambler 
and  did  not  understand  what  she  was 
doing,"  says  Mary  Wolff,  a  partner  of 
Wolff  Ardis,  the  Memphis  law  firm 
representing  West  Virginia. 

Perhaps  this  was  the  reason  John 
Mack,  then  head  of  fixed-income 
trading,  suspended  trading  with  the 
state  for  two  days  in  November  1986 
while  two  other  Morgan  Stanley  exec- 
utives traveled  to  West  Virginia.  The 
executives  tried,  among  other  things, 
to  persuade  Associate  Treasurer  Mar- 
golin to  lift  the  prohibition  against 
speculation  and  to  make  sure  that 
Lester's  superiors  knew  of  the  risks 
she  was  taking.  At  that  time  Morgan 
salesman  Maher  warned  Lester:  "If 
anything  happens,  we're  going  to  get 
caught ...  if  something  happens,  we 
are  liable." 

The  rule  didn't  get  lifted,  but  Mack 
nonetheless  reinstated  West  Virginia 
as  a  client  on  the  grounds  that  Lester's 
superiors  knew  about  the  superactive 
trading  volume  and  ostensibly  ap- 
proved of  it.  Morgan  Stanley  reaped 
its  reward,  trading  $20  billion  in 
Treasurys  with  the  state  in  five 
months,  including  a  huge  volume  of 
ten-year  notes  that  exceeded  the 
state's  limit  on  owning  securities  ma- 
turing in  more  than  five  years.  West 
Virginia  also  sold  securities  short  and 
financed  more  than  15%  of  its  portfo- 
lio through  reverse  repurchase  agree- 
ments; both  of  these  actions  violated 
the  guidelines. 

Lester  made  another  mistake  by 
selling  a  put — also  prohibited  by  the 
goiidelines — to  Morgan  Stanley.  Its 


salesman  never  warned  her  about  the 
risks  if  the  market  declined  and  the 
puts  were  exercised  against  her.  "As  a 
matter  of  law,  Morgan  Stanley  owed 
no  duty  to  disclose  market  risks  to  the 
state,"  its  defense  counsel  argued. 

West  Virginia's  case  against  Mor- 
gan was  enhanced  by  videotaped  de- 
positions taken  by  Wolff  Ardis,  which 
showed  senior  Morgan  Stanley  execu- 
tives acting  in  a  manner  that  seemed 
evasive.  Mack,  now  Morgan's  chief 
operating  officer,  and  Peter  Karches, 
head  of  fixed-income  operations,  in- 
sisted in  depositions  they  did  not 
know  if  their  firm  made  any  money 
out  of  West  Virginia  even  though 
their  bond  trader,  Robert  Lanza,  had 
told  Lester  in  April  1987  when  trad- 
ing was  finally  terminated  that  "los- 
ing your  business  is  going  to  hurt  me 
in  the  marketplace."  Morgan  Stanley 
conceded  to  Forbes  that  the  firm 
made  money  off  the  West  Virginia 
trading. 

Whether  or  not  Morgan  Stanley 
wins  on  appeal,  the  whole  episode 
leaves  Wall  Street  looking  bad.  All  this 
happened  five  years  ago.  Could  it  or 
something  like  it  happen  in  1992? 
One  hopes  not.  ^M 


Arnold  Margolin,  former  associate  treasurer 
Hiding  losses  landed  him  in  the  slammer. 
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Cities  are  scrambling  to  meet  new  clean  air 
requirements.  Two  scientists  have  a  better, 
cheaper  way.  Why  is  the  EPA  trying  to  bury  it? 

Not  uiTented 
here 


By  Leslie  Spencer 

Next  month  39  cities  will  be  com- 
pelled by  the  Environmental  Protec- 
tion Agency  to  switch  in  winter  to 
expensive  "oxyfiiels" — gasoline 

mixed  with  methanol  or  ethanol — to 
meet    carbon     monoxide     ceilings. 


Good  for  ethanol  distillers,  but  bad 
for  the  economy  and  pretty  poindess 
for  the  environment.  Extensive  tests 
show  that  the  bulk  of  automobile 
pollution  is  produced  by  just  one  in 
every  ten  cars.  Most  are  very  clean. 


Donald  Stedman  and  Gary  Bishop 

EPA  methods  cost  $17  a  car,  remote  sensing  only  50  cents. 


"Repairing  one  car  in  ten  reduces 
emissions  more  than  putting  oxygen- 
ated fuels  in  all  ten,"  says  University 
of  Denver  chemist  and  inventor  Don- 
ald Stedman. 

Stedman  and  colleague  Gary  Bish- 
op have  an  alternative:  a  suitcase-size 
box  called  a  remote  sensor.  It  throws 
an  infrared  beam  at  tail  pipe  height 
across  an  exit  or  entrance  ramp.  The 
beam  hits  a  detector  that  instantiy 
reads  carbon  monoxide,  carbon  diox- 
ide and  hydrocarbon  levels.  A  camera 
photographs  dirty  cars'  license  plates 
so  they  can  be  tracked  down. 

Federal  and  state  air  regulators  have 
resisted  Stedman's  logic.  They  prefer 
to  treat  all  cars  as  potential  violators. 
But  a  recent  conference  of  air  scien- 
tists on  smog  study  results  in  southern 
California  confirms  what  Forbes  has 
said  about  the  ineffectualness  of  the 
EPA  (July  6).  "You  almost  got  tired  of 
hearing  it,"  moaned  atmospheric 
chemist  Douglas  Lawson  of  Reno's 
Desert  Research  Institute.  "The  way 
we've  been  controlling  car  pollution 
doesn't  work  nearly  as  well  as  we 
thought." 

What  Lawson  means  is  that  Califor- 
nia's car  inspection  program,  reput- 
edly the  most  stringent  in  the  coun- 
try, doesn't  make  cars  cleaner  as  much 
as  the  epa's  computer  models  predict- 
ed it  would — exaggerating  the  effec- 
tiveness of  car  regulation  by  as  much 
as  300%.  The  conclusion:  Cars  are  a 
much  bigger  source  of  air  pollution 
than  previously  thought — even 
though  most  cars  are  relatively  inno- 
cent. And  existing  efforts  to  clean  up 
aren't  working. 

The  epa's  proposed  response: 
Rather  than  seeking  to  single  out  the 
one  in  ten  that  cause  most  of  the 
problem,  it  wants  to  beef  up  testing 
requirements  for  every  car.  Its  new 
high-tech  test,  to  be  required  in  over 
75  cities,  measures  emissions  at  differ- 
ent speeds  using  $150,000  comput- 
er-operated treadmills,  rather  than  a 
simple  tail  pipe  gauge.  The  rule  effec- 
tively requires  that  the  test  be  per- 
formed inconveniently  and  expen- 
sively at  centralized  locations  rather 
than  at  a  local  gas  station  or  car  dealer. 

The  EPA  asserts  that  the  new  pro- 
gram will  be  three  times  more  effec- 
tive than  the  old  one.  But  tighter  rules 
could  mean  more  chance  for  corrup- 
tion— already  epidemic.  According  to 
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a  recent  epa  audit,  70%  of  inspectors 
in  four  states  passed  cars  that  sliould 
have  failed. 

Cheating  aside,  existing  methods 
can't  compete  with  remote  sensing  in 
efficiency.  An  EPA-approved  inspec- 
tion center  will  take  a  day  to  handle 
the  1,000  cars  Stedman's  machine 
tests  in  an  hour,  epa's  new  program 
will  cost  $17  a  car — not  counting  car 
owners'  lost  hours  and  inconve- 
nience. Leasing  Stedman's  machine 
costs  around  50  cents  a  car. 

Even  so,  epa  mobile  sources  direc- 
tor Richard  Wilson  tried  to  keep  on- 
road  testing  out  of  the  1990  Clean  Air 
Act  amendments.  He  cites  trivial 
technical  objections.  His  125  pages  of 
car  emissions  rules  give  the  technol- 
ogy short  shrift. 

Why.>  Because  remote  sensing 
threatens  the  premises  upon  which 
current  clean  air  policies  are  based.  It 
can  quickly  and  cheaply  gather  masses 
of  real-world  data  about  car  emissions 
across  the  country.  If  such  data  con- 
firm the  findings  in  southern  Califor- 
nia that  the  epa  has  underestimated 
the  pollution  coming  from  cars,  it 
means  the  epa  has  overestimated  the 
pollution  from  power  plants,  refiner- 
ies and  solvents.  Regulations  govern- 
ing these  "nonmobile  sources"  could 
be  aimed  at  emissions  that  don't  exist. 

And  faulty  scientific  assumptions 
could  mean  the  epa  has  been  trying  to 
dean  up  smog  the  wrong  way.  Hy- 
drocarbons combine  with  nitrogen 
oxide  when  exposed  to  sunlight  to 
produce  ground  level  ozone,  the 
main  cause  of  smog.  The  epa  has 
targeted  hydrocarbons  because  they 
are  cheaper  to  control  than  nitrogen 
oxide.  But  city  air  could  contain  three 
times  more  hydrocarbons  than  previ- 
ously thought. 

"Maybe  for  the  past  20  years  we've 
been  going  afi:er  the  wrong  ingre- 
dient," suggests  EPA  atmospheric 
physicist  Mqrc  Pitchford. 

The  epa's  plans  to  fight  city  smog 
will  cost  over  half  of  the  $25  billion  to 
$40  billion  to  be  spent  annually  im- 
plementing the  Clean  Air  Act  amend- 
ments. Even  by  generous  estimates, 
benefits  of  this  ftirther  smog  regula- 
tion will  reach  only  about  $8  billion. 
But  then  the  epa's  command-and- 
control  bureaucracy  seems  less  inter- 
ested in  facts  and  science  than  in 
building  its  own  empire.  Hi 


One  minute  Boeing  Chairman  Frank  Shrontz 

is  worried  about  tlie  future. 

The  next  he's  happy  with  the  state 

of  his  company.  What  gives? 

The  thin  line 


By  Howard  Banks 

At  BRITAIN'S  biennial  Farnborough 
Air  Show  last  month,  Boeing  Co. 
Chairman  Frank  Shrontz  took  a 
breather  from  a  hectic  round  of  meet- 
ings to  talk  with  Forbes.  He  seemed 
rather  ambivalent.  "I'm  a  bit  discour- 
aged about  the  present  state  of  af- 
fairs," Shrontz  began.  "The  airlines 
in  the  U.S.  seem  to  be  going  for  self- 
destruction.  I  don't  see  it  getting 
much  better  until  1993,  when  1  hope 
the  fare  wars  will  have  moderated." 

But  then  Shrontz  shook  off"  his 
pessimism.  "The  doom  and  gloom  is 
grossly  overstated,"   he   said.    "We 


[Boeing]  have  held  a  higher  recent 
market  share  [50%  of  all  jet  orders  so 
far  this  year],  and  we're  riding  the 
downturn  out  in  record  shape." 

No  matter  how  you  slice  it,  Boeing 
looks  in  great  shape.  Deliveries  are  at 
their  highest  rate  ever,  1.8  airliners 
per  working  day,  although  some  re- 
ductions in  production  rates  are 
planned  for  the  737  and  757  models. 
Backlog  is  down  to  a  littie  under  $96 
billion,  from  $97  billion  at  the  end  of 
1991,  but  that's  not  much,  given  all 
the  gloomy  talk  about  canceled  or- 
ders and  postponed  deliveries.  And 


Frank  Shrontz,  chairman  and  chief  executive  of  Boeing  Co. 
The  gloom  and  doom  is  grossly  overstated. 
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Boeing  has  booked  around  64%  of  die 
dollar  value  of  new  orders  so  far 
diis  year. 

Moreover,  die  company  has  been 
able  to  invest  at  a  peak  level  (around 
$3  billion  this  year)  in  the  new  long- 
range  twin-engine  777  airliner  with- 
out a  scratch  to  its  balance  sheet.  In 


June  cash  was  $4.3  billion,  up  from 
$3.3  billion  in  December,  long-term 
debt  was  $1.3  billion — modest  in 
comparison  to  its  shareholders'  equi- 
ty of  $8.1  billion. 

Against  the  same  period  last  year, 
first-half  sales  were  up  nicely  ($15.8 
billion  versus  $13.9  billion),  as  was 
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Europe's  planemakers  have  already  rationalized.  Now  that  defense  spend- 
ing is  down  it  is  only  a  matter  of  time  before  the  U.S.  industry  inevitably 
begins  the  same  process. 


net  income  ($894  million  versus 
$763  million).  For  the  year,  Boeing 
should  net  around  $1.8  billion,  or 
$5.25  a  share,  up  from  $4.56  a  share 
last  year. 

But  Wall  Street,  too,  is  ambivalent. 
Boeing's  stock  is  running  at  $35  or 
so — that's  down  from  a  high  of  al- 
most $62  in  the  third  quarter  of  1990. 
Says  Wolfgang  H.  Demisch,  manag- 
ing director  of  UBS  Securities:  "The 
market  will  wait  for  [commercial  jet] 
orders  to  pick  up  sharply  before  the 
stock  will  move." 

How  does  one  reconcile  Shrontz's 
pessimism  with  his  optimism? 

The  answer  to  that  question  is  sim- 
ple enough:  Boeing  faces  tough 
union  negotiations,  with  a  deadline  of 
Oct.  3. 

Looking  ahead,  Shrontz  knows 
that  commercial  aviation  in  the  1990s 
is  going  to  be  a  lot  tougher  than  it  was 
in  the  1980s.  Boeing's  union  leaders, 
on  the  other  hand,  will  be  focusing  on 
today's  bright  figures  and  demanding 
big  pay  increases  the  company  cannot 
afford  if  it  is  to  remain  competitive, 
especially  with  Europe's  Airbus  In- 
dustrie. So  Shrontz  must  walk  a  thin 
line:  Yes,  things  have  been  going  well; 
no,  things  won't  necessarily  continue 
to  go  well. 

Boeing's  present  labor  contract, 
signed  in  1989  after  a  48-day  strike, 
was  generous.  This  time  the  compa- 
ny's opening  bid  seems  likely  to  be  a 
straight  12%  to  15%  pay  increase, 
spread  over  three  years — inflation, 
plus  a  point  or  two. 

That  may  seem  stingy,  but  as  he 
talks  to  the  unions,  Shrontz  can  re- 
mind them  that  the  world's  aerospace 
industry  is  headed  for  a  period  of 
turmoil  that  will  be  at  least  the  equal 
of  anything  it  has  ever  undergone. 
There  is  far  too  much  capacity  chasing 
less  and  less  business,  and  not  just  in 
defense. 

Surprisingly,  Shrontz  sees  a 
strengthened  role  for  defense  work  at 
Boeing.  He  looked  at  both  ltv's  and 
General  Dynamics'  missile  divisions, 
but  says  the  prices  were  too  high. 
Shrontz  hints  that  Boeing  is  looking 
for  acquisitions  in  tactical  or  long- 
range  strategic  aircraft.  That  might 
mean  acquiring  Lockheed,  or  General 
Dynamics. 

But  whatever  happens  on  the  mili- 
tary side,  the  civil  business  will  in- 
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creasingly  dominate  aerospace. 

There  are  now  three  major  airliner 
builders,  Boeing,  Airbus  Industrie 
and  McDonnell  Douglas.  Today 
these  three  have  a  peak  capacity  of 
over  900  aircraft  a  year  and  will  be 
delivering  about  800  airliners  this 
year.  But  demand  over  the  next  20 
years  is  projected  at  550  to  600  air- 
craft a  year.  In  the  wings,  the  former 
Soviet  Union  has  the  plant  and  the 
technical  capability  to  build  an  addi- 
tional 200  or  more  airliners  a  year. 
(The  Tupolev  204  powered  by  Rolls- 
Royce  engines  was  flown  at  Farnbor- 
ough  and  is  proving  to  be  technically 
comparable  with,  and  cheaper  than, 
Boeing's  757.) 

The  Europeans  have  already  ratio- 
nalized more  or  less  to  a  single  air- 
frame company  per  country  (see  chart, 
opposite)^  and  the  European  industry 
continues  to  consolidate.  The  Dutch 
government  is  expected  to  approve 
Fokker's  joining  Germany's  Deut- 
sche Aerospace  to  design  and  build  a 
new  100-seat  regional  jet  airliner 
(dubbed  the  Minibus).  The  French 
and  Italians  will  likely  join  this  pro- 
gram, too.  British  Aerospace's  new 
chairman,  John  Cahill,  has  put  all  its 
civil  programs  on  the  block,  and  is 
expected  to  announce  massive  cut- 
backs soon. 

By  contrast,  the  U.S.  aerospace  in- 
dustry has  barely  begun  to  consoli- 
date. Main  reason:  politics,  especially 
in  the  defense  arena.  Congress  insists 
on  sharing  out  orders  to  keep  voters 
at  work,  and  the  White  House  hands 
out  politically  convenient  orders  for 
F-16s  for  Taiwan,  F-I5s  for  Saudi 
Arabia  and  probably  V- 22  Osprey  tilt- 
rotors  for  the  Marines. 

Two  other  crucial  problems  con- 
front the  civil  side  of  the  business. 
One  is  that  the  performance  advan- 
tage of  many  new  proposed  designs  is 
insufficient  to  pay  back  the  ever- in- 
creasing launch  costs  of  a  new  pro- 
gram. Result:  Many  fewer  civil  pro- 
grams will  be  coming  along  to  keep 
companies  busy.  Airbus  Industrie's 
director  of  planning,  Adam  Brown, 
recendy  reminded  a  conference  that 
the  big  three  civil  makers  had 
launched  19  new  or  major  derivative 
programs  since  1970.  "I  find  it  hard 
to  envisage  a  maximum  of  four  or  five 
major  product  launches  in  the  next  20 
years,"  he  said. 


Philip  Condit,  newly  appointed  president  of  Boeing 

Plucked  from  the  commercial  group,  and  the  heir  apparent.  This  time  they  want 

to  make  the  succession  more  sequential,  smoother. 


Boeing  already  accounts  for  one  of 
these  new  designs,  the  777.  But  the 
loss  of  a  crucial  order  in  July  from 
United  Airlines,  won  by  the  Airbus 
A320,  means  the  super- successftil 
737  (3,000  copies  have  been  sold) 
will  also  probably  be  replaced.  Work 
on  a  new  design  has  already  begun. 
"Losing  wasn't  devastating,  but  it 
was  a  disappointment,"  says  Shrontz. 
"Airbus  clearly  wanted  to  win  no 
matter  what,  and  we  weren't  even 
close  on  the  business  side." 

At  the  Farnborough  show,  there 
were  a  surprisingly  large  number  of 
meetings  between  rival  aircraft  com- 
pany bosses  about  a  proposed  new 
monster  600-seat  airliner.  It  won't  be 
launched  until  1997  at  the  soonest, 
will  have  a  250-foot  wingspan  (up 
from  211  feet  for  the  747,  so  it  might 
need  folding  tips  to  allow  two  to  pass 
on  taxiways),  and  would  weigh  650 
tons  ftiU  of  fijel  and  passengers  at 
takeoff" — compared  with  435  tons  for 
a  747.  Because  it  will  need  special 
machine  tools  and  a  new  factory, 
Shrontz  says  launching  the  huge 
olane  could  cost  around  $30  billion. 


"Doing  it  alone,"  Shrontz  says, 
"would  obviously  strain  the  compa- 
ny." So,  in  a  break  from  tradition, 
Boeing  would  look  for  a  ftiU  partner- 
ship on  this  project.  "I  don't  believe 
we  have  to  be  the  only  guy  in  charge," 
says  Shrontz.  "It  may  do  us  good  to 
work  with  other  people,  because 
that's  the  way  the  business  is  going." 

Shrontz,  60,  plans  to  retire  around 
1996.  "This  time,  we  want  to  make 
[the  succession]  more  sequential, 
smoother,"  says  Shrontz,  referring  to 
the  late-delivery  and  quality  problems 
with  the  new  747-300  diat  occurred 
as  he  took  the  reins.  This  August  he 
plucked  rising  star  Philip  Condit,  5 1 , 
from  the  commercial  side  of  the  com- 
pany to  be  corporate  president;  unless 
he  disappoints,  Condit  will  probably 
take  the  baton  from  Shrontz.  There 
will  also  soon  be  new  heads  of  both 
military  and  civil  operations. 

In  talking  tough  with  the  unions 
and  putting  the  executive  suite  in 
order,  Frank  Shrontz  is  doing  what  a 
good  leader  should  do:  getting 
Boeing  shipshape  for  the  turbulent 
times  that  his  successor  will  face.    ■■ 
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Recessions  are  supposed  to  be  great  times 
for  deep-discount  retailers,  but  the  formula 
isn't  working  for  Leonard  Williams. 

Pic  'N'  Run 


By  William  P.  Barrett 


That  munching  sound  you  hear  is 
Leonard  Williams  eating  his  own 
words.  Williams,  55,  is  president  and 
chief  executive  of  $543  million  (reve- 
nues) deep-discount  retailer  Pic  'N' 
Save,  which  recendy  changed  its 
name  to  MacFrugal's  Bargains — 
Close-outs  Inc. 

Wrote  Williams  in  a  mid -May  letter 
to  shareholders:  "1991  was  a  turn- 
around year  at  Pic  'N'  Save."  But  even 
as  the  annual  report  was  being  mailed, 
the  turnaround  was  about  to  turn 
back  down.  Earnings  in  fiscal  1992's 
first  half  were  off  13%.  For  the  second 
quarter  (ended  Aug.  2),  net  was  down 
40%.  By  contrast,  sales  at  archrival 


closeout  chain  Consolidated  Stores 
Corp.,  of  Columbus,  Ohio,  are  up 
18%  for  the  half-year,  with  increasing 
profits  to  match.  MacFrugal's  stock, 
which  hit  23%  in  January,  has  since 
lost  half  its  value. 

Recessions  are  supposed  to  be 
good  times  for  closeout  retailers. 
They  buy  inventory  overruns  from 
hard-pressed  manufacturers  at  big 
discounts  and  sell  the  goods  cheap  to 
cost- conscious  consumers.  But  at 
MacFrugal's,  the  formula  isn't  really 
working. 

What's  the  problem?  For  one 
thing,  MacFrugal's  first-half  selling, 
warehouse    and    administrative    ex- 


penses were  41%  of  sales,  even  higher 
than  they  were  for  the  same  period  in 
1990.  That's  the  year  shareholders, 
galvanized  by  a  proxy  fight  led  by 
David  Batchelder  (T.  Boone  Pickens' 
former  sidekick),  ousted  then-chair- 
man Lewis  Merrifield  111  for  spending 
too  much  money  to  expand  away 
fi"om  the  chain's  southern  California 
turf.  Merrifield  had  doubled  the  num- 
ber of  stores  to  more  than  190 — but 
badly  depressed  earnings,  and  the 
stock  price,  in  the  process  (Forbes, 
July  24,  1989). 

To  end  a  bitter  proxy  batde,  Merri- 
field resigned,  and  Batchelder,  who 
got  two  of  the  company's  board  seats, 
helped  recruit  Williams.  A  Canadian 
who  had  no  experience  in  the  close- 
out end  of  the  retailing  business,  Wil- 
liams halted  new-store  openings,  cut 
the  advertising  budget  by  maybe  30%, 
and  reduced  by  38%  the  estimate  for 
inventory  shrinkage. 

The  cost-cutting  made  Williams 
look  like  a  turnaround  genius.  Earn- 
ings doubled  to  $34  million,  or  $  1 . 1 2 
a  share,  for  the  year  ended  February 
1992.  But  now  costs  as  a  percentage 
of  sales  are  rising  again,  and  profits  are 
sinking  back  toward  where  they  were 
during  Merrifield's  expansion. 

Closeout  retailing  is  one  of  those 
odd  niche  businesses  in  which  superi- 
or performance  depends  on  doing  a 
hundred  littie  things  right,  from 
maintaining  a  network  of  contacts  for 
wholesale  buying  to  displaying  the 
goods  attractively  in  the  stores.  A 
customer  doesn't  get  a  fijU  range  of 
merchandise,  but  a  closeout  retailer 
will  underprice  on  any  item  it  does 
have — and  the  retailer  had  better  have 
plenty  of  well-known  brands  in  stock. 

Last  year  MacFrugal's  merchandis- 
ers scored  when  they  acquired  and 
sold  90,000  pairs  of  $65  L.A.  Gear 
sneakers  for  $19,  and  50,000  pairs  of 
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Good  design 
is  the  dominance 
of  the  whole 
over    the    parts 

PORSCHE  DESIGN 


20    c  T 


^40      20 


XESSORIES  Porsche  Design,  236  North  Rodeo  Drive,   Beverly  Hills,  CA  90210,   (310)  205-0095.  WATCHES  International  Watch  Company,   P.  O.   Box   1807, 
0    Brooke    Road,    Winchester,    VA    22601,    (800)    432-9330.    SUNGLASSES    CARRERA    Eyewear    Fashion    Intern.    Corp.,    P.    O.    Box    100,    35    Maple    Street, 

Norwood,  NJ  07648,  (201)  767-3820. 


MacFrugal's  Bargains 


$18  Lady  Gitano  jeans  for  $10.99. 
But  this  year  company  executives  ac- 
knowledge they  are  having  problems 
coming  up  with  the  big,  fast- moving 
brand -name  inventory  buys.  As  a  re- 
sult, second-quarter  closing  inven- 
tory ballooned  by  $16  million  over 
the  previous  year. 

This  is  an  ominous  signal.  It  means 
MacFrugal's  customers  don't  like 
what  the  chain  is  stocking,  no  matter 
how  cheap  the  goods  are. 

Williams  declined  to  talk  to  Forbes 
for  this  article.  A  spokeswoman  says 
Williams  plans  to  open  about  12  new 
outlets  during  the  current  fiscal  year 
and  another  72  by  1994 — but  only  in 
existing  markets,  mainly  the  West 
Coast,  where  retail  space  leases  are 
cheap.  Still,  an  enormous  $60  million 
New  Orleans  warehouse  that  Merri- 
field  commissioned  will  go  underuti- 
lized for  years,  dragging  down  earn- 
ings. And  despite  the  company's  new 
name  (occasioned  when  management 
discovered  that  the  Pic  'N'  Save  name 
had  been  registered  long  ago  by 
somebody  else),  Williams  is  spending 
next  to  nothing  to  promote  the  Mac- 
Frugal's name.  This  is  confusing  cus- 
tomers and  hurting  sales. 

There  is  some  good  news.  David 
Batchelder,  who  lives  in  La  Jolla, 
Calif.,  down  the  coast  from  MacFru- 
gal's head  office  in  Dominguez,  has 
been  trading  in  and  out  of  the  stock 
and  doing  pretty  well  for  himself.  As 
MacFrugal's  shares  were  peaking  last 
January,  Batchelder  unloaded  much 
of  his  holdings  at  $22.76  a  share. 
According  to  filings,  he  bought  back 
300,000  shares  at  $10.07  in  late 
July — just  before  the  board  an- 
nounced a  stock  buyback.  A  month 
later  Batchelder  bought  nearly 
500,000  more  shares  at  $9.90— 
shordy  before  the  company  an- 
nounced that  its  mechandising  chief 
was  leaving.  With  the  stock  recently  at 
12Vi,  his  paper  profit  for  these  pur- 
chases comes  to  around  $1.7  million. 
And  MacFrugal's  paid  Batchelder  a 
$250,000  fee  to  end  the  1990  proxy 
fight  and  $359,000  last  year  for  help- 
ing to  arrange  a  line  of  credit  for  the 
company. 

Batchelder  currently  owns  nearly 
3%  of  MacFrugal's  common.  As  far  as 
we  can  tell,  he  hasn't  been  selling. 
Right  now,  that's  the  best  that  can  be 
said  for  the  company.  ^M 
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Be  your  business  ever  so  small  and  ever  so  profitable 
now,  you're  risking  its  survival  without  foreign  sales. 

Hong  Kong  is 
just  around 
the  comer 

By  Richard  C.  Morals  with  Michael  Schiunan 


iNSTRON  Corp.,  a  maker  of  testing 
instruments,  is  situated  behind  a  duck 
and  donkey  farm  in  Canton,  Mass. 
There  is  nothing  to  distinguish  this 
red- brick  company  from  the  millions 
of  modest-size  companies  that  exist  in 
cities  and  towns  throughout  America. 

Except  this:  Instron  is  a  corporate 
animal  that  is  all  too  rare  in  America,  a 
small  company  that  has  gone  global. 
When  Forbes  visited  Instron,  the 
Chinese  flag  was  fluttering  from  the 
corporate  flagpole.  "Chinese  delega- 
tion," drawls  James  M.  McConnell, 
Instron's  chief  executive.  "Good 
customers." 

So  are  a  lot  of  other  foreigners. 


Some  60%  of  Instron's  $126  milHon 
1991  sales  and  $15.6  million  operat- 
ing profit  came  from  abroad.  Despite 
its  modest  size,  Instron  operates  35 
offices  in  17  countries;  employees  col- 
lectively speak  44  languages. 

"The  defining  challenge  of  the 
Nineties  is  to  win  the  economic  com- 
petition," President  George  Bush  fi- 
nally said  at  the  Houston  convention. 
"We  must  be  ...  an  export  su- 
perpower." Figures  on  American 
trade  show  that  on  the  broadest  basis, 
including  the  service  and  finance 
areas,  America  is  well  on  the  way  to 
achieving  a  trade  surplus  (Forbes, 
Mar.  30).  Yet  the  small  to  midsize 


Instron  Corp.  making  testing  machines  in  England 
Taking  advantage  of  currency  shifts. 
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What's  better 

than  a 

long  distance 

service  that 
gives  your 

business 
money  back? 

A  new  service  that  also  gives  you 
ways  to  make  your  job  easier 

If  your  company  spends 
between  $3,000  and  $30,000 
a  month  in  long  distance,  it 
pays  to  consider  signing  up  for 
AT&T Megacom®  Plus  Service  now. 
Your  company  would  get  a  one-time  credit  on  your  long 
distance  charges  —  up  to  $50,000.'  It's  our  way  of  welcom- 
ing you  into  the  ATScTMegacom®  Family.-  (If  you're  already 
a  Megacom  customer  you  can  still  get  big  money  back?) 

Even  more  important,  our  new  Megacom  Plus  Service 
can  help  you  simplify  your  job.  Whether  you  use  regular 
business  lines  or  dedicated  access,  all  your  locations  and 
all  your  calls<domestic,  AT&T  Calling  Card,  international 
and  USADi'rec/® calls)  are  combined  into  a  single  service. 
Also  making  it  simple  for  you  to  maximize  discounts. 


And  a  variety  of  billing  choices. 


Choose  from  numerous  billing 
formats,  on  paper  or  floppy  disk. 
Opt  for  the  Megacom  Plus  PC 
Billing  Package,  and  get  virtually 


complete  control  over  all  your  calling  information  —  to 
help  you  analyze  }'our  bill  and  manage  your  business  better 

And  competitive  pricing. 

What's  more,  Megacom  Plus  Service  offers 
you  outstanding  value  for  the  money.  To 
begin,  you'll  get  usage  volume  dis- 
counts that  save  you  more,  because 
they're  based  on  your  consolidated 
billing  across  locations.  And  when  you  factor  in  Term  Plan 
savings  on  top  of  that,  you'll  see  that  AT&T  is  very 
price  competitive. 

Altogether  better  long  distance  service 

from  the  AIM^M^acom  Family 

ofServices. 

AT&T  offers  mid-sized  companies  not 
just  one  service,  but  an  entire  family 
ATS^  Megacom®  Service,  Megacom 
Plus  Service  and  Megacom®  Optimum 
Service  —  not  to  mention  onv Megacom®  800  Service,  now 
offering  special  incentives  for  new  customers. 

Every  member  oiiheATS^T Megacom  Family  is  backed 
by  dedicated  support  teams  and  offers  the  features,  flexibil- 
ity and  value  that  mid-sized  companies  want. 

Considering  our  credit  offer  is  only  good  through 
12/18/92,  there  will  never  be  a  better  time  than  now  to  call 
the  number  below  for  more  information. 

There'll  never  be  a  better  time 

to  ask  about  our  long  distance  credit, 

worth  $2,500  to  $30,000.^ 


Call  now: 

1800858-MEGA,Ext.95 


AT&T 


'  Depending  on  the  length  of  Term  Plan  commitment.  Pending  FCC  approval.  Other  conditions  and  restrictions  may  apply. 

'  Installation  by  2/1 8/93;  credit  applied  after  first  complete  bill  month  Penalties  will  apply  to  early  termination 

'  Credit  applied  for  24-  or  36-monlh  Term  Plan  on  2/93  bill  with  start  up  by  1/1/93  Penalties  will  apply  to  early  termination. 


©1992  AT&T 
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NORTHSTAR  SYSTEM:  32-VALVE,295-HPV8  •  ROAU-SENSING  SUSPENSION  •  TRACTION  CONTROI 


UNTIL  NOW,  SOME  THOUGHT  IMPORTS  WROTE  THE  BOOK  ON  HANDLING. 

CHANGE 

Introducing  the  Cadillac  Eldorado  Touring  Coupe  with  the  Northstar  System.  At  60  mph,  its  advanced  Road-Sensing 

S  JUST  AROUND 

Suspension  reads  the  contours  of  the  road  one  inch  at  a  time.  This  allows  you  optimal  control  during  spirited 

rHE  CORNER. 


cornering,  acceleration  and  braking.  It  lets  you  take 


advantage  of  the  full  performance  capabilities  of  the 


Road-Sensing  Suspension 
measures  wheel  position 
and  body  motion  every 
millisecond. 


295-hp  Northstar  V8.  Refines  the  driver-oriented  comfort  afforded  by  an  interior  larger  than  many  luxury  sedans. 


And  enhances  the  joy  of  driving  in  no  small  measure. 


ELDORADO  TOURING  COUPE. 

CHANGING  THE  WAY  YOU  THINK 
ABOUT  AMERICAN  AUTOMOBILES. 


l-^^tttttfag. 


Buckle  Up  America! 

?  1992  GM  Corp.  All  Rights  Reserved, 

ELDORADO.  CADILLAC.  NORTHSTAR. 


^BS  •  SPEED-SENSITIVE  STEERING  •  PLUS  DUAL  AIR  BAGS  PLEASE  CALL  1-800  333-4CAD 


Diversifying  abroad 


ABOVE: 

Donaldson  Co. 
produces  filters 
in  Japan 
A  50%  market 
share  in  the 
Far  East. 


companies  that  are  the  most  dynamic 
part  of  the  U.S.  corporate  sector  are 
not  yet  playing  a  full  part. 

Consider  a  recent  in-depth  Confer- 
ence Board  study  of  companies  with 
sales  in  excess  of  $10  million.  It's  like 
entering  the  Twilight  Zone.  During 
the  Eighties,  61%  of  the  firms  studied 
didn't  survive  the  decade.  One  of  the 
factors  that  distinguished  the  survi- 


LEFT: 

Micropolis  Corp.'s 
diskdnve  plant 
in  Singapore 
The  Pacific  Rim 
nations  are  on 
the  forefront 
of  automation. 


vors  from  the  casualties  was  export- 
mindedness.  The  study  shows  that  a 
company  that  relies  solely  on  its  do- 
mestic market  stands  a  50%  greater 
chance  of  going  bust  than  does  the 
company  that  sells  abroad. 

Forbes  has  studied  a  dozen  medi- 
um-size U.S. -based  multinationals. 
Here  are  some  of  the  lessons  these 
firms  had  to  offer: 


■  Selling  abroad  is  a  hedge. 
"There  is  a  cyclical  nature  to  inter- 
national markets  that  is  important  to 
play  to  your  advantage,"  says  Allan 
May,  senior  vice  president  at  the  $286 
million  (revenues)  Diasonics,  Inc.,  a 
maker  of  computer-driven  medical 
instruments.  "Markets  go  in  and  out 
at  different  times." 

Look  how  this  hedging  principle 
works  at  Donaldson  Co.,  Inc.,  the 
$458  million  (revenues)  manufactur- 
er of  filters,  air  cleaners  and  mufflers. 
During  the  three  years  leading  up  to 
1986  Donaldson's  international  sales 
accounted  for  28%  of  total  sales  and 
20%  of  profits.  During  the  three  years 
leading  up  to  1991 ,  however,  interna- 
tional sales  accounted  for  36%  of  total 
sales  and  nearly  60%  of  the  operating 
profits. 

What  does  that  mean?  Donaldson 
managed  to  report  record  earnings  in 
1991  despite  the  fact  that  two  of  its 
main  customers.  Caterpillar  and 
Deere,  were  savaged  by  the  U.S.  re- 
cession. The  company  adroitly  took 
advantage  of  a  truism:  Even  in  a 
worldwide  recession,  there  is  an  econ- 
omy, somewhere,  that  is  booming. 

Over  the  last  five  years,  in  fact, 
Donaldson's  international  sales  have 
been  compounding  at  an  annual  1 5% 
rate.  Offices  in  cities  like  Sao  Paulo, 
Cape  Town  and  Hong  Kong  have 
grabbed  market  share:  10%  of  the 
transportation  air  filter  market  in  Lat- 
in America,  12%  in  Europe  and  a 
whacking  50%  in  the  Far  East. 

Let's  put  it  another  way.  Selling 
abroad  is  a  way  to  satisfy  two  conflict- 
ing business  school  cliches:  Compa- 
nies can  diversify  while  stickin^f  to  their 
knittin£i. 

■  Selling  abroad  is  a  way  to  find  econ- 
omies of  scale. 

Niche  specialization,  a  major  trend 
of  the  1980s,  is  a  way  to  leave  compet 
itors  in  the  dust.  By  its  very  nature, 
however,  specialization  means  fewer 
customers  but  ever  higher  develop- 
ment costs. 

In  today's  world,  companies  need 
to  sell  in  all  available  markets  to  earn  a 
realistic  payback.  Global  reach  is  the 
vehicle  to  provide  a  modest -size  com 
pany  with  economies  of  scale. 

Example:  Instron  spent  some  two 
years  and   $1    million  developing  a 
ceramics  testing  machine  for  a  Japa 
nese  client.  The  machine  needed  spe 
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■    To  find  a  new,  highly  versatile  printing 
technology  that  would  achieve  superior 
quahty  text  and  graphics  for  businesses  of  I 
all  sizes  at  an  affordable  price.  v 


Bubble-Jet.  The  second  in  a  series. 


The  exeaitbi  made 
quite  an  impressioi. 


You  never  begin  by  thinidng  that  you're  going  to  revolutionize 
an  industry.  You  never  dream  that  the  printing  process  you're 
developing  would  change  the  way  business  communications  were 
produced.  Yet  when  Canon  introduced  its  patented  Bubble-Jet 
printing  technology,  these  dreams  came  true. 

For  decades,  Canon  worked  to  perfea  a  printing  process 
riiat  would  provide  the  highest  quality  copies,  facsimiles  and 
printer  output.  And  then,  after  years  of  hard  work,  the  discov- 
ery was  made.  It  was  found  that  by  suddenly  increasing  the  tem- 
perature of  ink  within  a  small  nozzle,  tiny  bubbles  would  be 
formed  which  would  eject  ink.  The  thought  was  that  by  harness- 
ing these  shooting  droplets  with  precision  micro  engineering  you 
could  form  images  on  paper  that  would  have  the  crisp,  clean 
look  of  a  professionally  printed  da^ument. 

But  before  the  Bubble-Jet  printing  process  could  be  put  to 


practical  business  use  and  meet  Canon's  quality  standards,  many 
new  technologies  and  materials  needed  to  be  developed.  The  most 
significant  was  the  Bubbl^Jet  print  head  It's  made  up  of  rows  of 
fine  nozzles  each  about  half  the  thicbess  of  a  human  hair.  These 
nozzles,  along  widi  a  computer  controlled  heating  unit,  enable  the 
ink  ejection  to  occur  up  to  several  thousand  times  per  second,  to 
create  documents  with  amazing  clarity. 

Ik  beauty  of  our  Bubble-Jet  technology  was  how  well  it  works 
in  a  full  range  of  business  products.  Products  that  companies  of  all 
sizes  could  afford  to  utilize  every  day.  Products  that  print  fast,  are 
virtually  maintenance  free  and  silent 

One  of  these  products  we  proudly  call  the  most  powerful 
color  business  tool  ever  to  fit  on  a  desktop.  The  Canon  CJIO 
Color  Bubble-Jet  Copiec  It  merges  the  Bubble-Jet  printing 
process  with  our  Color  Digital  Image  Processing  System  to  give 


Bubblejit,  SlurWmtr  and  mQ  art  hidemtki  oj  Ornon  Ik.  Cjtoh,  Bj  and  MXPHONE  are  regislmi  Irailmarks  of  Canon  inc.  VI W  Canon  U.iA..  Inc. 
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[Actual  output  shoum. 


you  true  four-color  copying,  richer 
halftone  reproduction,  sharp 
images  and  crisp,  solid  black  text. 
And  it  does  all  this  at  a  price  most 
businesses  can  afford. 

Bubble-Jet  technology  also 
revolutionized  computer  printers. 
Since  Bubble-Jet  printing  is 
extremely  quiet,  our  printers 
are  making  noisy  dot  matrix 
printers  practically  obsolete.  Our 
affordable  BJ-lOex  Bubble-Jet 
personal  printer  combines  this 
quiet  operation  with  compact  size, 
laser  quality  text  and  remarkable 
halftone  reproduaion.         ^ 

And  if  you've  ever 
wanted  a  plain  paper 
fax  machine,  Bubble-Jet 
printing  has 
made  them 
affordable,  too. 
OurFAX-B200 
andFAXPHONE 
B70,  for  business, 
home  office  or  per- 
sonal use,  put  plain  paper  facsimi- 
les within  everyone^  reach.  Their 
unique  compact  vertical  design  and 
outstanding  quality  deliver  perfor- 
mance you  would  expect  to  find  in 

much  more  expensive  units. 
Bubble-Jet  printing 
has  also  improved 
the  quality  of 
two  remarkable 
products,  the 
StarWriter70 
personal  word 


The  Canon  B}-lOex  Bubble-jet  Fersonal Printer. 
Superior  print  quality  in  m  affordable,  compact  and 
quiet  machine.  Allows  you  to  make  great  looking  documents 
wherever  you  go.  For  information  call  IWW4121 


The  Canon  CjlO  Color  Bubble-jet  Copier.  With  a  com- 
puter connectiinty  option,  our  newest  thought  has  the 
flexibility  to  be  a  color  scanner  and  color  printer.  That's  why  we 
think  the  CjlO  is  the  most  powerful,  affori^le  desktop  full-akr 
system  you  can  find,  for  information  call  UOO-OK-CANON. 

processor  and  our  Bubble-Jet 
calculators.  Our  StarWriter 
70  produces  the  finest  quality 
documents  up  to  eight  times 
faster  than  most  daisy- 
wheel  personal 
word  processors. 

^Jet  printing 


also  gives  it  the  ability  to  print  in  multiple  typefaces  and  sizes.  Our 
Bubble-Jet  calculators  feature  quiet  operation  with  crisp,  Bubble-Jet 
printing.  So  no  matter  what  size  your  business  is,  you  get 

The  Canon  FAU200  and  FAXPHONE  E70.  Two  of 
Canon's  newest  plain  paper  fax  machines.  They 
-*-"^  combine  the  Bubble-jet  printing  proass  with  Canon's  UHQ 

Ultra  High  Quality  digital  image  processing  system  to  provide  a 
Compaq  fax  with  outstanding  performace.  For  information  call 
l-m-OK-CANON  (BIQI)}  or  1-mAm-HOP  (BIO). 


professional  looking  output  without  putting 
out  a  lot  of  money. 

Canon's  patented  Bubble-Jet  printing 
technology.  It  started  with  a  thought.  And 
turned  into  products  that  provide  quality  and  versatility  which  have 

The  Canon  StarWriter  70  and  Bubble-jet  Calculator 
BPIOIS-D.  TheStarWriter  70 gives  you  the  options 
of  multiple  type  styles,  sizes,  shadings  and  fonts  to  give  your 
documents  a  more  professional  flair.  The  BP102S-D  provides 
the  quiet  operation,  ease  of  maintenance,  and  reliability  of  the 
Bubble-jet  printing  process  which  make  it  the  perfect  choice  for  s^^^rr.—- 

business,  home  office  or  personal  use.  For  information  call 
m04m-HOP  (70)  or  l-m-OK-CANON  (BPlOlS-dj. 


revolutionized  the  industry.  We  call  these  the  products  of  enlight- 
ened thinking.  After  trying  them,  you'll  be  pretty  impressed,  too. 


Canon 


Diversifying  abroad 


Vishay  Intertechnology  maKing  electronic  resistors 

in  Dimona.  Israel 

Sophisticated  labor  for  just  $5  an  hour. 


cially  designed  grips  and  furnaces  and 
finally  retailed — depending  on  the 
customer's  needs — for  S500,000  to 
$600,000.  Not  enough. 

Ceramics,  although  a  growing 
field,  still  has  just  a  few  specialized 
players.  "You  could  not  play  ceramics 
in  just  one  country,"  says  McConnell. 
"It  just  costs  too  much  to  develop." 
McConnell  wound  up  with  an  accept- 
able return  by  painfully  selling  six  in 
Japan,  six  each  in  the  U.S.  and  conti- 
nental Europe,  three  in  the  U.K.,  one 
each  in  Taiwan  and  China. 
■  Producing  at  home  and  abroad  is  a 
way  to  drive  down  costs  and  remain 
flexible. 

The  $351  miUion  (revenues)  Mi- 
cropolis  Corp.  makes  disk  drives.  Its 
research  and  development  is  largely 
done  out  of  the  Chatsworth,  Calif, 
headquarters,  but  its  high-tech  plants 
are  in  Bangkok  and  Singapore.  Singa- 
pore's extensive  tax  holiday  and  low 
labor  costs  have  shaved  almost  half 
the  cost  of  assembling  the  same 
equipment  in  the  U.S.  What  hap- 
pened to  competitors  that  didn't  lo- 
cate production  abroad.'  "They  arc  no 
longer  around  to  tell  their  stories," 
says  Chairman  Stuart  P.  Mabon. 

Wait  a  minute.  Aren't  low  labor 
costs  offset  by  poor  skills?  Singapore 
has  become  the  disk  drive  capital  of 


the  world,  and  its  excellent  university 
feeds  the  local  industn'.  Vishay  Inter- 
technolog\'.  Inc.,  a  S442  million  (rev- 
enues) maker  of  resistors  and  sensors, 
has  major  production  facilities  in  Isra- 
el. Russian  immigrants  provide  tech- 
nical labor  at  S5  to  S6  an  hour,  com- 
pared with  $12  to  $14  an  hour  for 
similar  workers  in  the  U.S.  All  the 
multinationals  we  spoke  to  hire  top 
management  locally.  "If  you  send  an 
American  to  Taiwan,  after  two  years 
he  wants  to  come  back  home,"  says 
Vishay's  chairman,  Felix  Zandman. 
"Then  he  is  sent  with  his  wife  and 
three  kids.  That's  even  worse." 
■  Not  to  be  overlooked  are  the  hid- 
den advantages  of  producing  both  at 
home  and  abroad. 

Instron's  U.K.  office  is  trying  to 
win  a  major  order  from  the  Indian 
government  for  12  machines.  In 
terms  of  culture  and  comfort,  it  makes 
sense  for  the  potential  Indian  client  to 
deal  with  the  U.K.  office.  With  ster- 
ling strong  against  the  rupee  it  is 
cheaper  for  Instron  to  ship  from  its 
U.S.  plant.  But  ifthe  pound  continues 
to  weaken,  Instron  can  always  shift 
production  back  to  the  U.K. 

"It's  the  combination  [of  produc- 
tion sites]  that  provides  a  competitive 
edge,"  agrees  Zandman.  "We  know 
of  people  who  completely  went  to 


Taiwan  and  lost  the  market.  And  the 
people  who  got  stubborn  and  stayed 
here  [the  U.S.]  also  lost  the  market." 

Operating  production  facilities  in 
different  countries  enables  a  company 
to  shift  orders  as  currency  values  shift 
or  as  delivery  schedules  demand. 
■  Selling  abroad  forces  a  company  to 
constandy  stay  on  top  of  new  product 
developments. 

MTS  Systems  Corp.  also  makes  test- 
ing equipment.  A  good  deal  of  its 
production  capacity  is  in  Berlin.  Lis- 
ten to  the  chief  financial  officer,  Mar- 
shall Carpenter:  "It  is  the  overseas 
engineers  of  our  customers  who  have 
been  the  leaders  in  building  new  tech- 
nologies. That's  why  our  overseas  op- 
erations give  us  an  edge.  The  world's  a 
hell  of  a  lot  more  competitive.  There 
has  been  more  technological  innova- 
tion overseas  than  here  at  home." 

"Of  all  the  various  types  of  interna- 
tional acti\'it)',  R&D  abroad  stood  out 
as  the  distinguishing  characteristic  of 
successfijl  multinational  firms."  So 
says  the  Conference  Board. 

Even  where  the  U.S.  clearly  leads  in 
technology',  operating  abroad  is  a 
broadening  experience.  Stuart  Ma- 
bon of  Micropolis  claims  all  techno- 
logical breakthroughs  in  the  disk 
drive  industry'  are  being  made  in  the 
U.S.  But  even  he  admits  his  Singapore 
managers  are  bringing  innovations  to 
the  company.  On  the  production 
side,  that  is.  "The  Pacific  Rim  nations 
are  on  the  forefront  of  automation," 
says  Mabon.  "It's  their  technology 
and  contribution." 

Is  selling  abroad  scary?  You  bet. 
But  in  these  times  it's  scarier  to  stay 
put.  Take  solace  in  the  words  of  Har- 
old Hindman,  the  75-year-old  co- 
founder  and  chairman  of  Instron:  "At 
first  we  were  even  terrified  to  go  to  the 
West  Coast.  It's  hard  to  believe  now, 
but  we  thought  about  [the  trip]  quite 
often  before  we  finally  did  it."  Hind- 
man  shrugs  his  shoulders.  "But  you 
go  through  that  phase.  You  learn." 

You  learn  that  taking  the  plunge  is 
the  profitable  thing  to  do.  The  Con- 
ference Board  study  shows  multina 
tionals  are  more  profitable  and  grow 
faster.  Of  the  20  major  industries 
studied,  multinationals  grew  faster 
than  domestics  in  19  industries.  They 
were  more  profitable  in  17. 

But  more  than  profits  is  at  stake. 
Survival  often  is  the  bottom  line.   ^ 
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Funny  bookkeeping  and  a  roaring  market  led  Japan's 
life  insurance  companies  to  develop  dangerous  habits. 

The  moming 
after 


By  Gale  Eisenstodt 

The  Japanese  government's  recent 
$86  billion  crisis  package  sparked  a 
late-summer  rally  that  pushed  To- 
kyo's battered  Nikkei  index  from  a 
deep  low  of  14,309  on  Aug.  18  to 
around  18,908  before  settling  back 
recently  to  around  18,000. 

But  even  if  the  crisis  spending  pre- 
vents a  downward  spiral  in  Japan's 
highly  leveraged  financial 
system,  no  one  yet  knows 
how  serious  is  the  damage 
from  the  wiping  out  of 
about  $2.4  trillion  in 
stock  market  value,  some 
of  which  served  as  collat- 
eral for  loans  and  capital 
for  banks. 

Besides  the  banks,  Ja- 
pan's insurance  compa- 
nies— which  own  13%  of 
the  shares  of  all  listed 
companies  in  Japan — are 
suffering  badly.  The  mar- 
ket's decline  cut  into  the 
life  insurers'  hidden  as- 
sets, which  they  used  to 
offset  losses  and  as  an  important  com- 
ponent of  capital. 

Almost  unnoticed  until  now,  these 
formerly  conservative  institutions  had 
been  on  a  speculative  binge.  As  re- 
cently as  1980  about  60%  of  their 
assets  were  in  loans  to  Japanese  blue- 
chip  corporations.  Life  insurers  were 
big  shareholders,  too,  but  they 
bought — and  held — stock  mainly  to 
get  business  lending  and  manage- 
ment of  corporate  pension  funds. 
They  didn't  trade  much. 

The  first  change  was  the  popularity 
in  the  mid-1980s  of  single-premium 
endowment  insurance  policies.  These 
savings-oriented  policies  paid  much 
higher  rates  than  bank  deposits — 8%  a 


year  in  1986,  versus  6%  for  the  next 
best  savings  product — and  money 
poured  into  life  companies.  Between 
1985  and  1990  the  assets  of  Japan's 
27  life  insurers  doubled,  to  $930 
billion. 

Then,  at  a  time  when  the  life  com- 
panies had  to  pay  the  high,  promised 
returns  on  these  policies,  the  corpo- 


rate loan  business  began  drying  up. 
Japanese  companies  were  instead 
turning  to  the  equity  market  for 
funds.  With  loan  demand  down,  the 
life  companies  turned  to  the  roaring 
stock  market  for  profits,  setting  up 
special  accounts  through  which  they 
realized  profits  on  their  stocks. 

This  was  also  the  period  when  Ja- 
pan's life  companies  began  gobbling 
up  U.S.  real  estate,. which  had  higher 
yields  than  similar  investments  at 
home.  Unfortunately,  they  weren't 
very  good  at  it.  Nor  did  their  $140- 
billion-plus  investments  in  foreign 
bonds,  mosdy  U.S.  Treasurys,  always 
turn  out  well.  On  these,  with  the 
dollar  weak  against  the  yen,  the  life 


companies  collectively  suffered  cur- 
rency losses  totaling  around  $30  bil- 
lion between  1985  and  1988. 

Until  the  Japanese  stock  market 
nose-dived,  the  life  companies  could 
offset  such  losses  by  taking  profits  on 
their  long-held  portfolios  of  Japanese 
stocks.  Just  after  the  market  began  its 
plunge,  Nippon  Life  Insurance  Co., 
Japan's  largest,  still  had  unrealized 
stock  profits  of  over  $70  billion. 

But  the  insurance  companies  didn't 
want  to  sell  the  shares,  since  cross- 
shareholdings  are  a  way  of  cementing 
relationships.  So  the  life  companies 
typically  did  some  paper  trading,  sell- 
ing the  shares  to  affiliates,  booking 
the  profits,  then  buying  the  shares 
back  at  market  price. 

The  music  stopped  in  1990  for  two 
reasons.  Huge  numbers  of  the  five- 
year  policies  started  coming  due  and 
people  were  not  buying  nearly  as  many 
new  ones.  Thus  the  life  companies 
faced  cash  outflows.  They  no  longer 
had  huge  unrealized  capi- 
I  tal  gains  to  cash  in. 
f  These  outfits  still  have 
I  large  land  holdings — the 
"  bedrock  of  any  Japanese 
portfolio — but  the  prop- 
erty market  is  weak  and 
illiquid.  Unwilling  to 
chance  currency  loss,  Ja- 
pan's insurers  have  pretty 
much  stopped  buying 
U.S.  Treasurys.  Afraid  of 
losses  at  home,  they  are 
staying  out  of  the  stock 
market. 

If  there  is  a  bright  spot, 
it  is  this:  Even  harder  hit, 
the  Japanese  banks  need 
to  take  on  subordinated  debt  to  meet 
their  capital  requirements.  They  have 
to  pay  dearly  for  it,  and  the  life  compa- 
nies are  lenders  to  them. 

But  this  is  scant  comfort  for  a  busi- 
ness that  has  led  a  sheltered  existence.- 
In  an  increasingly  deregulated  econo- 
my, the  customers  will  not  accept 
meager  returns,  nor  can  the  compa- 
nies expect  a  stock  market  to  bail 
them  out  of  their  mistakes.  "We  had  a 
huge  cushion  then,  so  wc  could  take 
risks,"  recalls  Masahiro  Nakagawa,  of 
Yasuda  Mutual  Life  Insurance  C'o. 
"Some  of  the  things  we  did  seem  very 
foolish  now,"  concedes  Hideo  Kato, 
a  manager  at  Sumitomo  Life. 

Some  hangover!  ^ 
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Double  standards  intended  to  benefit  minority 
and  homosexual  students  ultimately  will  hurt  the 
supposed  beneficiaries  more  than  they  help. 

Boomerang 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


The  organized  violence  currently 
being  launched  against  refugees  by 
young    "skinhead"    hoodlums    in 


Germany  is  a  painful  reminder  of 
the  days  of  the  Nazi  street  gangs 
who  paved  the  way  for  Hitler's  rise 
to  power. 

Fortunately,  there  is  no  galvanizing 
demagogue  to  capitalize  politically  on 
this  violence.  Nor  are  Germans  as  a 
whole  likely  to  forget  the  disasters 
that  the  Nazis  ultimately  brought 
down  upon  their  countr\',  or  the  last- 
ing shame  from  which  they  are  only 
recently  emerging. 

The  ugly  scenes  of  savagery  in  Ger- 
many have  wider  implications  for  oth- 
er societies  around  the  world,  includ- 
ing our  own. 

The  foreigners  who  are  being  tar- 
geted in  Germany  are  refijgees  who 
have  been  admitted  under  unusually 


open  immigration  laws  and  are  being 
housed  and  subsidized  by  the  Ger- 
man taxpayers — at  a  time  when  many 
Germans  from  the  formerly  Commu- 
nist east  are  having  a  tough  time 
finding  jobs  and  making  ends  meet. 

Creating  some  specially  favored 
group  is  creating  a  specially  resented 
target,  whether  in  Germany  or  in  any 
other  country.  Even  among  school 
children,  "teacher's  pets"  are  seldom 
liked  by  their  classmates.  In  rougher 
neighborhoods,  they  are  lucky  if  they 
escape  getting  beaten  up. 

On  American  college  campuses  in 
recent  years,  incidents  of  hostilit\'  and 
violence  toward  racial  and  ethnic  mi- 
norities have  increased  as  these 
groups  have  been  preferentially  ad- 
mitted and  preferentially  treated  after 
arrival — both  in  academic  terms  and 
in  terms  of  permissible  behavior. 

Harvard's  David  Riesman  has  re- 
ferred to  "affirmative  grading,"  a 
practice  as  widely  known  among 
those  on  the  inside  as  it  is  widely 
denied  to  those  on  the  outside.  In 
John  H.  Bunzel's  eye-opening  study. 
Race  Relations  on  Campus,  a  black 
student  was  quoted  on  the  "extreme 
exceptions"  that  some  Stanford  pro- 
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tessors  make  in  applying  academic 
standards  to  minority  students— in- 
cluding herself. 

Tragically,  minority  students  are 
not  the  beneficiaries  of  these  double 
standards,  but  are  instead  the  victims 
of  them. 

Dishonest  grades  only  confijse  the 
situation  until  enough  honest  grades 
accumulate  to  produce  academic  di- 
saster. Able  minority  students  who 
should  be  graduating  with  honors 
fi-om  respectable  colleges  are  instead 
flunking  out  of  highly  competitive 
institutions,  where  only  a  small  per- 
centage of  the  white  students  in  the 
country  could  survive. 

At  many  leading  institutions,  mi- 
nority students  score  above  the  na- 
tional average  on  tests — though  well 
below  the  average  of  their  classmates 
who  have  to  meet  higher  admissions 
standards. 

Against  this  background,  it  is  tragic 
blindness  when  academics  come  up 
with  esoteric  theories  as  to  why  there 
has  been  a  growing  resentment  and 
hostility  directed  against  minority 
students  in  recent  years.  Some  blame 
it  on  the  growth  of  conservatism, 
when  in  fact  ugly  racial  incidents  have 


been  far  more  common  on  liberal  and 
radical  campuses,  located  in  more  lib- 
eral and  radical  communities  like 
Berkeley  and  Amherst. 

For  at  least  two  years  in  a  row, 
incidents  of  violence  against  minor- 
ity students  in  Massachusetts  alone 
have  exceeded  those  throughout 
the  entire  region  of  the  South.  That 
doesn't  sound  like  conservatism  is 
the  problem. 

Another  group  whose  preferen- 
tial treatment  is  provoking  more 
violent  backlash  are  homosexuals. 
Nothing  they  do  is  open  to  public 
criticism  on  many  college  campuses, 
for  fear  of  being  accused  of  "homo- 
phobia"— and  severely  punished  by 
the  administration. 

When  homosexuals  publicly  pro- 
claim their  high  regard  for  their  own 
lifestyle  not  only  on  "gay  awareness" 
days  but  throughout  the  year — that  is 
regarded  as  simply  free  speech.  But 
when  others  publicly  proclaim  their 
dislike  of  that  hfestyle,  that  is  a  viola- 
tion of  college  policy  that  can  end  in 
suspension  or  expulsion. 

Tolerance  toward  homosexuals  has 
long  since  ceased  to  be  the  issue  on 
most  campuses.   The   issue   is  how 


much  others  must  be  subjected  to  a 
steady  bombardment  of  propaganda 
for  homosexuality. 

Stanford  has  advertised  specifically 
for  homosexual  resident  advisers  in 
the  student  dormitories,  so  as  to  carry 
out  "residential  education"  against 
"homophobia."  At  Cornell,  appli- 
cants for  positions  as  resident  advisers 
were  subjected  to  movies  showing 
men  having  sex  with  each  other. 
Those  who  were  squeamish  about 
watching  were  of  course  under  suspi- 
cion of  being  "homophobic." 

On  some  campuses,  young  men 
who  go  to  the  toilet  are  likely  to  be 
either  propositioned  there  or  to  be 
unwilling  witnesses  to  homosexual 
activity.  After  complaints  about  this 
at  San  Jose  State  University,  a  crack- 
down netted  one  of  the  school's 
own  professors  among  those  hang- 
ing out  in  the  toilets  for  homosexual 
purposes. 

Homosexuals  are  joining  a  growing 
list  of  groups  whose  leaders  are  seek- 
ing privileges  in  the  name  of  rights. 
Granting  those  privileges  is  not  only 
wrong  in  itself,  but  often  counterpro- 
ductive and  even  dangerous  to  those 
receiving  them.  [■ 
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A.S  one  of  the  world's  preeminent 
research  and  care  facilities  for 
childhood  cancer,  St.  Jude  Chil- 
dren's Research  Hospital  is  on 
the  front  line  in  the  battle 
against  this  devastating  disease. 
And  the  hospital's  most 
powerful  weapon,  it  has 
found,  is  information. 

"Our  goal  is  to  per- 
form the  type  of  research 
that  will  make  a  differ- 
ence in  the  battle,"  said 
Dennis  Givens,  Director 
of  Information  Systems. 

With  that  as  its  mis- 
sion, the  hospital's  abil- 
ity to  create  a  free  and 
efficient  flow  of  infor- 
mation is  all  the  more 
essential  to  its  purpose. 

"That  ability  helps 
us  recruit  and  retain 
top  researchers,"  Givens 
said.  "And  it  promotes 
the  exchange  of  research 
results  with  outside  col- 
leagues, which  helps  us 
impact  patient- care 
worldwide." 

That  ability,  how^- 
ever,  was  not  always 
there.  As  Communica- 
tions Manager  Albert 
Herrington  said:  "We 
wanted  to  build  an  environment 
where  system's  were  not  stumbling 
blocks  to  doing  research.  But  a 
lack  of  integrated  computing 
resources  hampered  us. " 

"Compounding  the  problem 
is  the  fact  that  we  track  patients 


for  years,"  Givens  added.  "And 
each  one  has  hundreds  of  records 
generated  by  doctors,  biostatisti- 
cians,  psychologists,  pathologists, 
pharmacists,  the  list  goes  on." 

So  the  hospital  set  out  to 
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find  a  computing  platform  that 
w^oula  give  researchers  portabil- 
ity and  interoperability  across 
the  different  systems  already 
being  used  by  the  hospital  and 
its  collaborators.  One  that  w^as 
rich   in   applications.   And   one 


that  had  a  flexible  growth  plan. 
Given  all  this,  and  that  the 
selection  would  have  a  lasting 
impact  on  the  hospital's  viability, 
the  choice  was  clear. 

"Digital  kept  popping  up 
as  the  only  choice," 
Herrington  said. 
"Everything's  already 
there  -  the  applica- 
tions, the  scalability, 
the  ability  to  connect. 
You  decide  what  you 
want  to  do  and  then 
just  do  it." 

"Digital  is  a  solu- 
tions vendor,"  Givens 
said.  "They  recom- 
mended w^hat  w^as  best 
for  our  specific  problems 
-  and  in  some  cases,  that 
even  meant  they  recom- 
mended someone  else's 
equipment." 

"Our  researchers 
can  now^  access  infor- 
mation across  different 
systems  and  assemble 
documents  in  hours 
that  once  might  have 
taken  days,"  Herring- 
ton concluded.  "Getting 
information  that  much 
faster  helps  them  and 
St.  Jude  reach  their 
goal  that  much  faster." 

If  there's  a  goal  you're  in 
a  hurry  to  reach,  then  call 
1-800-DEC-INFO,  exten- 
sion 94,  or  your  Digital  rep- 
resentative 
soon. 
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By  staying  tightly  focused,  Gerber  Products 
earns  30%  on  shareholders'  equity.  But  staying 
focused  has  its  drawbacks. 

Limited  horizons 


By  Marcia  Berss 

Gerber  Products  Co.  is  unques- 
tioned ruler  of  the  $l-billion-a-year 
U.S.  baby  food  market.  The  question 
management  now  faces:  How  much 
more  market  share  is  worth  getting.^ 

"When  you  get  above  about  where 
we  are  now  [72%  share],  increasing 
market  share  becomes  so  costiy  you 
get  no  return  out  of  it,"  says  Chief 
Executive  Alfred  Piergallini.  Number 
two  Beech-Nut,  owned  by  Ralston 
Purina,  is  strong  in  some  markets  but 
a  minor  player  in  most.  H.J.  Heinz  is 
number  three  but  holds  that  spot  only 
by  keeping  prices  down;  it  wouldn't 
pay  Gerber  to  fight  Heinz  on  its  own 
ground.  Piergallini  figures  maybe 
only  another  3%  share  could  be 
grabbed,  and  even  that  might  take 
three  years  of  costiy  promotion. 

So  how  can  $1.3  billion  (sales) 
Gerber  grow?  It  has  tried  diversifying 
into  other  baby  items — day-care  cen- 
ters, clothes,  toys — and  failed  each 
time.  In  July  Gerber  finally  unwound 
the  last  of  its  1980s  expansion  at- 
tempts, by  putting  up  for  sale  Buster 
Brown,  a  line  of  kids'  clothes  sold  in 


department  stores. 

Re  focusing  on  baby  food  has  dou- 
bled Gerber's  return  on  equity,  aver- 
aging 14.5%  in  the  1980s,  to  an  aver- 
age of  over  29%  since  1990,  an  im- 
pressive showing  in  any  business.  Last 
year  the  Michigan- based  firm  earned 
a  record  $127.5  million  ($3.42  a 
share  )^  and  its  stock,  once  an  industry 
laggard,  now  trades  at  nearly  20  times 
earnings. 

But,  with  possibilities  slim  for  im- 
proving market  share,  the  refocusing 
has  left:  Gerber  with  limited  growth 
prospects.  One  leg  of  Piergallini's 
strategy  is  to  try  getting  parents  to 
keep  their  kids  on  Gerber  products 
beyond  today's  typical  cutoff  at 
around  age  16  months.  The  means:  a 
product  line  introduced  this  year 
called  Gerber  Graduates. 

Graduates  is  toddler  (up  to  age  3) 
food,  which  Gerber  has  tried  before, 
without  success.  The  problem  is  the 
products  must  compete  with  cereals, 
vegetables  and  meals  that  sell  for 
much  less.  For  example.  Graduates 
oat  circles  costs  twice  as  much  as 


Gerber's 
Al  Piergallini  and 
new  Graduates 
toddler  food  line 
If  Graduates 
bombs  in  the  U.S., 
there's  plenty  of 
growth  opportu- 
nity in  Latin 
America  and 
Eastern  Europe. 


General  Mills'  Cheerios,  with  littie 
nutritional  difference. 

To  justify  the  premium,  Gerber  is 
concentrating  on  marketing.  Gradu- 
ates juice  boxes  are  designed  for  small 
hands,  the  meat  in  spaghetti  and 
meatballs  is  softer  than  competitors', 
and  fruit  juice,  not  sugar,  is  used  as  a 
sweetener. 
*  If  the  new  products  fail,  Piergallini 
has  limited  his  risks.  Much  of  Gradu- 
ates' packaging  and  production  has 
been  contracted  out.  Gerber  licenses 
Bristol-Myers  Squibb,  for  instance,  to 
make  and  market  its  formula  to  con- 
sumers. Gerber  has  no  capital  at  risk, 
and  gets  a  percent  of  sales. 

Another  plank  in  his  development 
plan  is  to  sell  baby  food  through 
retailers  that  typically  sell  only  Ger- 
ber's baby  clothes  and  care  items.  For 
example,  says  Piergallini,  "I  couldn't 
understand  how  a  business  with  70% 
share  in  baby  food  could  not  be  in 
Toys  "R"  Us."  He  met  witii  tiie 
retailer's  chairman,  Charles  Lazarus, 
and  Toys  "R"  Us  is  now  one  of 
Gerber's  big  accounts.  But  margins  in 
baby  clothes  are  only  7%  to  9%,  and 
Piergallini  will  sell  this  unit  if  margins 
don't  improve  to  10%  to  12%. 

Perhaps  the  most  promising  pros- 
pects exist  outside  the  U.S.  Today 
about  90%  of  Gerber's  sales  are  in  the 
U.S.,  but  only  3%  of  the  world's 
babies  are  born  here.  But  breaking 
into  Europe  will  be  tough.  Heinz  is 
big  in  Britain,  Swiss  giant  Nestie  else- 
where. So  Piergallini  is  targeting  less 
competitive  markets  like  Latin  Ameri- 
ca   and    Eastern    Europe;    Gerber 
bought  the  biggest  baby  food  maker 
f  in  Poland  this  year,  planning  to  ex- 
s  pand  by  exporting  to  Czechoslovakia 
i   and  Hungary.  Those  markets  use  lit- 
tle jarred  baby  food  now. 

Piergallini,  45,  an  ex-Carnation 
man  who's  run  Gerber  since  1990, 
clearly  has  no  intention  of  repeating . 
Gerber's  mistakes  of  the  1980s,  when 
it  came  a  cropper  diversifying.  That's 
why  he  is  moving  slowly  and  staying 
focused.  But  what  do  you  do  when 
you  have  $100  million  a  year  in  free 
cash  flow,  plus  maybe  $150  million 
from  Buster  Brown,  and  limited 
growth  prospects?  Piergallini  will 
probably  buy  back  company  stock. 
What's  wrong  with  shrinking  your 
capitalization  if  you  can't  find  better 
use  for  the  money?  ^ 
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Of  Chivalry. 


Since  1715. 


Who  was  that  lady  in  the  flamboyant  hat?  It  was  a 
businesswoman  desperate  to  get  her  products  noticed 
in  a  crowded  business. 

Hey, 
look  at  me ! 

By  Claire  Poole 


Chantal  Cookware's  Heida  Thurlow 

Selling  $100  tea  kettles  through  the  recession. 


In  January  1979  Heida  Thurlow, 
then  35  and  a  struggling  cookware 
designer,  attended  her  first  house- 
wares trade  show  at  Chicago's  Mc- 
Cormick  Place.  Tucked  away  in  the 
newcomers'  building  of  the  conven- 
tion center,  Thurlow's  tiny  cookware 
booth  was  getting  scant  notice  and 
few  orders. 

How  to  attract  attention  to  herself 
and  her  products?  Thurlow  went  out 
onto  Michigan  Avenue  and  bought 
the  most  eye-catching  hat  she  could 
find — a  1940s-style  black  number 
with  a  wide  brim.  The  hat  did  it.  It 
caught  the  attention  of  Williams- 
Sonoma  founder  Chuck  Williams.  Af- 
ter complimenting  her  on  the  hat, 
Williams  looked  at  her  wares  and  ulti- 
mately agreed  to  order  several  hun- 
dred of  her  German-made  roasting 
pans  for  his  fall  catalog.  "It  was  a  most 
unusual  hat,"  remembers  Williams. 
"But  it  was  also  a  very  good  roaster." 

Thurlow,  48,  doesn't  need  the  hat 
anymore.  Today  her  company,  Hous- 
ton-based Chantal  Cookware  Corp., 
designs,  imports  and  assembles  54 
different  pieces  of  cookware — from 
frv'ing  pans  to  fondue  pots — and  sells 
them  to  department  and  specialty 
stores  across  the  country  and  in  Japan 
and  Europe.  Accounts  include 
Bloomingdale's,  Dillard's  and  Crate 
&  Barrel.  Last  year  Thurlow's  compa- 
ny, entirely  owned  by  Thurlow,  gen- 
erated about  $10  million  in  sales. 
Thurlow  won't  discuss  profits,  but 
competitors  guess  she  could  be  net- 
ting $500,000  on  that  volume.  A  nice 
return  on  a  $35  investment  in  a  hat. 

Thurlow's  brightly  colored  pots 
and  pans  arc  made  in  Germany  of 
heavy  carbon  steel  and  coated  with 
three  layers  of  enamel.  (The  steel- 
and-enamel  combination  distributes 
heat  evenly  and  quickly.)  The  handles 
are  made  in  Scandinavia  and  Germany 
of  stainless  steel.  The  lids  come  from- 
Japan  and  are  made  of  shatter-resis- 
tant tempered  glass  so  the  cook  can 
see  inside  the  pot  without  lifting  the 
lid  and  letting  out  the  heat. 

Prices:  high— $80  for  Chantal's 
stir-fry  pan;  around  $375  for  a  seven- 
piece  set.  Her  tea  kettle,  which  whis 
ties  an  E  flat  through  a  Hohner  har- 
monica, retails  for  $100.  Do  people 
buy  stuff  like  this  in  a  recession?  Yes. 
Thurlow  says  her  sales  to  department 
stores  are  off  sharply,  but  specialty 
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A  promise  to  let  you  finisn  stories  I  Ve  neard  a  nundred  times  terore. 


A  promise  to  make  Haw^aiian  sunsets  more  tnan  a  topic  or  conversation. 


A  promise  to  take  care  or  you  even  it  I  can't  te  tliere. 


Notning^mnds  us  one  to  the  otner  like  a  promise  kept.  Notning  divides  us  like  a  promise  broken.  At  MassMutual 
we  Lelieve  in  keeping  our  promises.  That  way  all  the  tamilies  and  businesses  that  rely  on  us  can  keep  theirs. 


©  1990  Massachuseils  Mutual  Lite  Insurance  Co .  Springfield,  MA  01111 


MassMutual^ 

^e  help  you  keep  your  promises. 


Can  you 

spot  the  typical 

European? 


The  concept  of  a  "typical  Euro- 
pean"  -  an   abstract  man-in-the- 

street        sometimes 

used  as  a  basis  for 
corporate  strategic 
planning  -  is  rooted 
in  a  misunderstand- 
ing. Indeed,  the 
^^^^^^  closer  you  look  at 
the  New  Europe,  the  more  clearly 
its  complexities  stand  out. 

This  is  due  not  only  to  obvious 


Even  within  the 
Common 
Market, 
Europeans 
aren't  all  alike. 


historic,  linguistic,  cultural  and 
economic  causes.  It  also  reflects 
a  tendency  towards  greater  struc- 
tural differentiation. 

This  trend  will  no  doubt  intensi- 
fy in  view  of  the  desire  on  the  part  of 
some  EFTA  countries  to  join  the  EC 
and  given  recent  moves  towards 
closer  cooperation  within  the 
framework  of  a  European  Eco- 
nomic Area  (EEA).  And  ultimately, 
the  success  of  economic  reform  in 


Central   and    Eastern   Europe  wil 
also  have  a  substantial  impact. 

Among  other  things,  the  more  P- 
liberal  environment  in  the  future '|''* 
could  lead  to  a  merger  of  national  f  ■ 
economic  centers  into  larger, 
regional  markets,  without  regard  f"""' 
to  internal  political  boundaries. 

Markets  for  goods  and  serv- 
ices will  change,  and  there  will  bef^fs 
an    increase    in    the    international) 
division  of  labor.  And  of  course. 


i 


eipir 


competition  will  heat  up.  Dynamic 
companies  who  wish  to  consoli- 
iate  or  expand  their  positions  in 
he  New  Europe  will  be  dealing  not 
miy  with  one  of  the  most  interest- 
ng  of  the  world's  regions,  but  also 
vith  one  of  its  most  complex  mar- 
ketplaces. 

That  is  why  Dresdner  Bank 
^ives  such  a  high  priority  to 
lelping  customers  succeed  in  the 
Europe  of  the  future.  One  example 


of  this  ongoing  commitment  is  our 
specialized  international  banking 
subsidiary  in  Luxembourg  -  Euro- 
pa  Bank  -  who  can  help  you  obtain 
subsidies  under  regional,  national 
or  EC  support  programs. 

In  the  final  analysis,  the  exper- 
tise and  commitment  of  our  em- 
ployees are  the  keys  to  ensuring 
that  our  customers  derive  maxi- 
mum benefit  from  Dresdner  Bank's 
worldwide    network,    vast    experi- 


ence and  ability  to  respond  quickly 
and  flexibly  to  rapidly  changing 
situations.  Although  we  do  not 
underestimate      the     


challenges      posed     After  1993 
by  the  New  Europe,     Europe  will  be  a 
we  face  the  future     highly  complex 
with    optimism    and     marketplace, 
confidence.  ^^^^^^^^ 

After  all,  we're  based  in  the 
center  of  Europe.  And  that  gives  us 
a  home  team  advantage. 


Dresdner  Bank 
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STARTING  YOUR  OWN  BUSINESS 


stores  are  picking  up  the  slack. 

Thurlow  didn't  start  out  wanting 
to  be  an  entrepreneur.  Born  on  the 
tiny  German  island  of  Sylt,  she  earned 
a  degree  in  mechanical  engineering 
and  went  to  work  in  sales  at  her 
parents'  company,  which  made  re- 
fracton,-  materials  that  line  steel  fur- 
naces. In  1969  she  married  a  German 
steel  company  executive  and  moved 
to  Houston. 

Wanting  her  own  career,  Thurlow 
started  dreaming  up  ideas  for  a  busi- 
ness she  could  run.  After  visiting  Bue- 
nos Aires  on  a  business  trip  with  her 
husband,  she  started  importing  hand- 
painted  dinnerware  from  Argentina 
and  selling  it  to  stores  like  Pier  1 
Imports.  \\Tien  inflation  and  currency- 
fluctuations  made  it  difficult  to  do 


Assembling  oots  at  Chartal's  Hous::"  :  =• 
Gennan  pots,  Scandinavian  handles, 
Japanese  lids. 


business  in  Argentina,  Thurlow 
dropped  the  dinnerware. 

Divorced  by  this  time,  Thurlow 
needed  money.  She  inter\iewed  for 
several  engineering  sales  jobs,  but  em- 
ployers were  put  off  by  her  status  as  a 
single  parent  with  two  children.  Out 
of  necessity-  came  invention.  She 
turned  to  importing  clay  baking  dish- 
es from  Germany.  More  bad  luck.  Her 
supplier  went  out  of  business. 

So  Thurlow  started  combing  the 
cookware  stores  and  departments, 
looking  for  other  cookware  product 
ideas.  She  found  few  U.S.  stores  car- 
ried enamel-on-steel  cookware, 
which  was  popular  in  Germany.  Only 
one  U.S.  company,  General  House- 
wares, of  Terre  Haute,  Ind.,  was  even 
making  the  stuff. 

Thurlow  contacted  the  German 
Chamber  of  Commerce  in  Houston 
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for  a  list  of  suppliers  of  enamel-on- 
steel  pots  and  wrote  to  each  asking  for 
samples.  She  cooked  in  each  of  them, 
selecting  the  best.  But  while  she  liked 
the  pot,  she  wasn't  happy  with  its 
enamel-on-steel  lid — too  hea\y,  and 
she  couldn't  see  through  it.  So  she 
substituted  one  made  of  glass  from 
Japan.  She  also  designed  stainless^ 
steel  handles  equipped  with  an  air 
pocket  that  would  stay  cool  when  the 
pots  were  on  the  stove.  Thurlow  has 
since  patented  the  handle  design  in 
the  U.S.  and  Germany. 

Finance.-  Thurlow  sold  her  small 
stake  in  her  parents'  business  back  to 
them  for  S25,000  and  borrowed  al- 
most S50,000  from  a  local  bank — 
Thurlow  credits  a  woman  loan  officer 
w^ho  believed  in  her  project. 

In  the  beginning  Thurlow  focused 
on  unusual  items,  such  as  the  oval 
roasting  pans  sold  to  Neiman  Marcus 
and  Williams-Sonoma.  As  she  added 
more  conventional  fr\ing  pans  and 
stock  pots,  she  expanded  marketing 
to  other  specialt}'  stores  hke  Crate  & 
Barrel  and  department  stores  like  Ma- 
c\'s and Bloomingdale's.  By  1986  the 
company  was  profitable  with  sales  of 
S3  million. 

More  bad  luck.  That  year  Thurlow 
discovered  she  had  cancer.  Even  as 
she  undenvent  chemotherapy  and  ra- 
diation treatments,  she  continued  to 
work  two  or  three  days  a  week  and 
attended  trade  shows  and  meetings 
with  her  suppliers.  "I  was  lucky  be- 
cause my  business  had  turned  less 
entrepreneurial  and  more  manager- 
ial," she  says.  "If  it  had  happened  two 
years  before,  my  company  wouldn't 
have  sur\ived." 

Her  cancer  is  now  in  remission,  but 
Thurlow  recently  handed  the  man- 
agement reins  to  Cathy  Korndorffer, 
who  has  been  with  Chantal  for  nine 
years  as  office  manager  and  controller. 
Thurlow  concentrates  on  de\eloping 
new  products.  Recent  additions  to 
Chantal's  line  include  a  wok  and  a  rice 
pot — the  rice  pot  is  a  hit  with  her 
Japanese  distributor. 
-  That  outrageous  hat  that  caught 
Chuck  WiUiams'  eye  at  the  1979  Chi- 
cago housewares  show  ?  Thurlow  gave 
it  away  long  ago,  but  owns  100  other 
attention-grabbing  hats  and  often 
wears  one  at  trade  shows.  "It's  be- 
come my  trademark,"  she  says.  "Peo- 
ple expect  it  of  me."  Bi 
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Four  Seasons 
Hotels 

^eare  pleasea  to 

announce  two  aaaitions  to  our 

family  of  fine  hotels: 

Bali 
Milan 


Hotels 

united  states 

Austin 

Boston 

Chicago 

^^  nicago 
(Ritz-Cadton) 

Houston 

Los  Angeles 

New  York 
(Tne  Pierre) 

N'e'R'port  Beacn 

Pnilaaelpnia 

San  Francisco 

Seattle 

Washington,  D.C. 

CANADA 

Montreal 

Toronto 

Toronto 
(Inn  on  tne  Parfc) 

\kncouver 

UNITED  KLNGDOM 

London 
(Inn  on  tne  Park) 

JAPAN 
Tokyo 

Resorts 

Minaki,  Canada 

Nevis,  WI. 

DaUas 
(Las  Colinas) 

Maui 
(Wailea) 

Santa  Barbara 
(Tne  Biltmore) 

For  reecrv«tion»,  call  your  travel  counaelor,  or  in  tne  t'.?. 
calL  (800) 332-3442; inCanaJa call:  (800)268-6282. 


Four  Seasons 

Hotels 'Resorts 


O  1992  FouiSeuon.  HoUl.  Uj. 


NIGEL  HAS  THE 
Eye  OF  A  CONNOISSEUR,  , 

The  INGENUITY  of  a 
SLEUTH,  AND  The  mind 

OF  AN  ACCOUNTANT 
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Nigel  Firtlx,ronci 
Four  Seasons 
Inn  on  tke  Park 
Lonaon,  England 


Fdur  Seasons  concierges  have  powers  that  would  amaze  even  the  most  seasoned  husiness  traveler.  They  can 
secure  reservations  at  restaurants  that  aren't  taking  any.  Re-create  presentation  slides  that  you  lert 
hehind  unwittingly.  Even  locate  a  dozen  portahle  phones,  on  New  Year's  Eve.  And  not  only  are  their 
staiTs  moltitalented,  hut  multilingual,  too.  What's  more,  should  your  travel  plans  change     —  ^,- 

suddenly,  they  will  issue  new  tickets  instantly,  on  the  spot.  Which  conrirms  in  these  value-      iLILJ  I  3lZa^^l  I J 
conscious  times,  the  demands  or  your  trip  demand  nothing  less  than  Four  Seasons  Hotels.       HOlGlS*  nGSOITS 
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EDITED  DY  LAURA  SAUNDERS 


Unrealized  capital  gains  have  been  safe 
from  the  taxman.  A  tax  bill  now  pending 
would  begin  to  change  that. 

Nose  luidei'  tent.^ 


By  Gretchen  Morgenson 

It  has  been  a  principle  of  income 
taxation  for  die  past  79  years  that 
unrealized  gains  are  not  taxed.  If  a 
company  spends  $20,000  making  a 
computer  that  it  expects  to  sell  soon 
for  $35,000,  the  $15,000  gain  is 
not  taxable  until  the  machine  is 
sold.  Likewise,  an  investor  who 
owns  $100,000  worth  of  Wal- 
Mart  stock  for  which  she  paid 
$10,000  owes  no  tax  until  she 
sells   the   stock   and   realizes 
the  gain. 

Suddenly,  congression- 
al tax  writers  are  trying  to 
chip  away  at  this  venerable 
principle      of     taxation. 
Their  chisel  is  a  provision 
in   the   Revenue   Act   of 
1992  (H.R.  II)  now  being 
considered  in  the  Senate.  If 
passed  in  its  current  form,  the 
law  would  force  Wall  Street 
firms  to  pay  taxes  on  unrealized  gains 
in  their  securities  trading  positions. 

The  costs  to  Wall  Street  would  be 
stupendous.  The  Treasury  Depart- 
ment estimates  that  if  the  bill  passes, 
securities  trading  firms  would  pay 
Uncle  Sam  as  much  as  $4  billion  over 
a  five-year  period.  Firms  with  big 
trading  operations — notably  Gold- 
man, Sachs,  Salomon  Brothers, 
Merrill  Lynch  and  Bear,  Stearns — 
would  be  hit  especially  hard.  Com- 
mercial banks  that  do  a  lot  of  trad- 
ing, such  as  Citicorp,  Bankers  Trust, 
J. P.  Morgan  and  NationsBank, 
would  be  hurt,  too. 

Under  current  law,  securities  held 
in  the  inventory  of  a  securities  dealer 
are  valued  at  the  lower  of  cost  or 
market  until  they  are  sold.  Thus,  the 
firm  doesn't  pay  taxes  on  its  winning 
trades,  so  long  as  those  positions  re- 
main open  at  year-end.  But  H.R.  11 
would  require  Wall  Street  firms  to 
mark  the  value  of  their  trading  posi- 


tions to  market  at  year-end.  If  unreal- 
ized gains  in  their  accounts  are  greater 
than  unrealized  losses,  taxes  would  be 
due  on  the  difference. 

The  idea  behind  the  mark-to-mar- 
ket provision  is,  of  course,  to  raise 
revenues.  But  the  provision  also  takes 
aim  at  tax-dodge  games  that  some 
Wall  Street  firms  may  still  be  playing. 
Until  straddles  became  illegal  in 
1984,  they  were  a  favorite  gimmick:  A 
trader  who  was  both  long  and  short 
various  Treasury  issues  would  close 
out  the  losing  part  of  his  position  at 
year-end  but  keep  the  winning  side  of 
the  trade  on.  He  would  therefore  have 
successfijlly  created  a  loss  for  the  cur- 
rent year's  taxes  and  pushed  the  gain 
onto  next  year's  books. 

Phony  tax  trading  is  now  illegal  but 
the  rules  are  difficult  to  enforce.  The 
government's  continuing  investiga- 
tion at  Salomon  Brothers,  for  in- 
stance, charges  the  firm  with  doing  a 


series  of  bogus  trades  with  other 
firms,  creating  the  appearance  of 
$168  million  in  trading  losses.  By 
taxing  unrealized  gains  at  year-end, 
the  new  tax  bill  would  eliminate  the 
use  of  such  tax  minimization  schemes. 
But  it  would  do  so  at  an  onerous  cost 
to  the  entire  securities  industry'. 

The  Securities  Industry  Association 
is  up  in  arms  over  the  bill,  calling  it 
"discriminatory  and  anticompeti- 
tive." The  association  pointedly  notes 
that  nowhere  else  in  American  indus- 
try is  Congress  trying  to  tax  unreal- 
ized gains. 

But  the  association's  cfifbrts  to  stop 
the  bill  aren't  getting  far.  Tax  sources 
expect  the  bill  to  pass,  if  not  this  year, 
then  certainly  next. 

Here's  a  scary  thought.  If^ashing- 
ton  begins  to  tax  Wall  Street's  unreal 
ized  gains,  will  the  taxmen  use  the 
precedent   to  do   likewise   to  other 
businesses — and  individuals?  IB 
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WHArA  MAGNIFICENT  DAT  FOR  SAILING.  A  constant  breeze  starboard  side. 
Not  another  boat  in  sight.  And  the  most  serene  water.  Such  ideal  conditions  provided  us 
with  the  smoothest  course  I  had  ever  navigated.  It  was  all  the  inspiration  I  needed  to 
Techristen  this  heavenly  vessel.  Would  it  be  sacrilege,  I  wondered,  to  rename  her  ''The 
Glenfiddich''}  No,  I  corrected  myself.  It  would  be  my  usual  tendency  toward  exaggeration. 


Pure  malt  Scotch  with 
extraordinary  character. 


Not  blended  with 

ORAIN  whiskies. 


Distilled  and  bottled  by 

the  GrRANT  FAMILY  SINCE  1887. 


Not  MATCHED  BY 
ANY  BLEND. 


To  SEND  A  GIFT  OF  GLENFIDDICH  ANYWHERE  IN  THE  U.S.,  CALL  1-800-238-4373. 
Void  where  prohibited.  Bottled  in  Scotland.  43«  Alc/Vol  (86  PROor).  ©William  Grant  a  Sons  Inc.,  New  York,  NY  10020. 


stockbrokers  and  insurance  salesmen  beware.  Here  comes 
Herb  Vest  and  his  army  of  accountants. 

Would  you  buy  a  mutual 
fund  from  these  men^ 


By  Matthew  Schifrin 

Gloria  Santiago,  an  office  supervi- 
sor at  New  York  Cit)'  stock  brokerage 
Smith  Barne\',  was  widowed  this 
spring  when  her  husband,  Richard, 
drowned  in  a  fishing  accident.  He  left 
her  more  than  5100,000  in  life  insur- 
ance. The  brokers  at  Smith  Barney 
were  eager  to  invest  the  money  for 
her,  but  Santiago  turned  instead  to 
her  family's  longtime  tax  accountant. 


Jeffre\'  Rosenthal.  "Jeffi'ey  spent  days 
reviewing  m\'  tax  returns  and  needs," 
she  explains.  "Brokers  just  sell  you 
whatever  is  hot." 

Wisely  or  unwisely,  more  and  more 
Americans  are  doing  what  Gloria  San- 
tiago did — turning  to  accountants  for 
investment  advice.  Like  Santiago's 
Jeffi-ey  Rosenthal,  some  4,000  of 
these  accountants  are  affiliated  with  a 


fast- growing  Irving,  Tex. -based  bro- 
kerage operation  called  H.D.  Vest 
Financial  Services,  Inc. — the  brain- 
child of  a  brassy  Texan  named  Herbie 
Darwin  Vest. 

Vest-affiliated  representatives  are 
almost  all  practicing  tax  specialists. 
Most  are  certified  public  accountants 
and  IRS -certified  tax  preparers,  and 
some  are  lawyers  as  well.  Yet  in  40  of 


Herbie  Darwin  Vest,  Chairman  of  H.D.  Vest  Financial  Services 

Building  an  army  of  neids  to  seek  revenge  from  brokers  and  insurance  salesmen. 
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Data  General     * 
trumpets 

the  open  storage  - 

system  news 

toIBM,SUNHI? 

UNISYS  and 

ICL  users! 

CIARiiONfrom  Data  General- the  faster,  smaller, 

UNIX®open  storage  systems  that  connect  to  IBM,  SUN,  HP,  UNISYS  and  ICL 

for  a  price  that's  music  to  your  ears! 

Computer  companies  everywhere  have  been  making  a  lot  of  noise  lately  about  UNIX^open  storage  systems. 

The  problem  is  that's  all  they've  been  making-noise !  At  Data  General,  we've  gone  quietly 

about  our  business  and  have  actually  created  remarkable  open  storage  systems  called  CLARiiON. 

And  ClARiiONis  one  call  everyone  should  heed  because  CLARiiON  connects  to  the  UNIX  systems-based 

ffiM  RS/6000,  SUN  SPARCserver  600  series,  HP  9000-800  series,  UNISYS  U6000  series  and  ICL  DRS  6000. 

Its  RAID  technology  vastly  increases  the  storage  capacity  and  high  availability  of  these  systems. 

24  Bl  LLION  BYTES    ^^  CLARiiON  does  it  all  for  a  price  that's  so  low  it  wiU  fit  right  in  with  the  rhythm  of  your  budget. 

IN  2.7  SQ.  FT!.  Soifyou  wantunintermpteddataaccess,datalossprotection,low-costdataredundancy^^ 

and  increased  disk  performance,  all  of  which  you  can  maintain  yourself,  ^^M 

thinkCLARiiONandcaUl-800-DATAGEN  ^H    Data  General 
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SYSTEMS 


^^■^>— ^  *m  — *-^niw«^>— »■ 


©1992  Data  General  Corporation  UNIX  is  a  registered  trademark  of  UNIX  Systems  Laboratories,  Inc. 
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are  now  even  more 


ractive. 


Before  you  depart  on  your  next  trip,  find  out  why  The  Leading  Hotels  are  the 
only  hotels  worth  checking  into.  Check  out  our  1992  Directory  and  make  sure  you 
ask  all  about  our  added  value  programs,  including  the  Great  Affordables  and 
Corporate  Rate  brochures.  Contact  your  travel  agent  or  call  today  for  your 
complimentary   copies.  Tel:  (800)  223-6800  or  (212)  838-3110.  Fax:  (212)  758-7367. 

Th^^dinfHotels  oftheFWorld' 


Our  newest 

fund  offers  you 

the  world. 

TVVIENTIETH  CENTURY  INTERNATIONAL  EQUITY  FUND 

Take  advantage  of  expanding  opportunities  around  the  world. 
International  Equity  takes  our  long-term,  growth-oriented  invest- 
ment strategies  and  applies  them  to  the  international  marketplace. 
For  more  complete  information  about  International  Equity, 
including  charges  and  expenses,  call  for  a  free  Twentieth  Century 
World  Investors  prospectus.  Please  read  the 
prospectus  carefully  before  investing. 

1-800-345-2021 

P.O.  Box  419200.  Kansas  City,  MO  64141-6200 


No -Load  Family  of  Funds 


H.D.  Vest 

the  50  states,  what  Rosenthal  and  the 
other  Vest  brokers  do  is  either  illegal 
or  against  state  accounting  rules.  In 
these  states,  certified  public  accoun- 
tants cannot  take  commissions  for 
selling  securities  on  the  grounds  that 
doing  so  would  compromise  their 
impartialit\'  and  independence — 
tempting  them  to  go  easy  on  audits  in 
the  interest  of  making  sales. 

But  Vest  told  his  representatives  to 
ignore  these  laws.  To  make  his  point 
he  turned  himself  in  as  a  \iolator  in 
Texas  and  threatened  to  sue  the  Texas 
Board  of  Accountant'  if  the  state 
revoked  his  cpa  license.  "The  rules 
violate  the  First  Amendment  freedom 
of  speech  provision,"  he  argued,  and 
the  state  board  caved  in.  Thereafter 
the  American  Institute  of  Certified 


In  40  states,  what  Vest 
CPAs  do  is  either  illegal 
or  against  state  rules. 
But  Vest  says  ignore  the 
rules.  To  make  his  point 
he  turned  himself  in  and 
threatened  suit.  So  far 
10  states  and  the  AICPA 
have  caved  in. 


Public  Accountants  reversed  its  anti- 
commission  rules,  but  not  before  Vest 
joined  with  the  Federal  Trade  Com- 
mission in  threatening  suit.  "Our 
counsel  told  us  we  would  not  pre- 
vail," laments  Thomas  Kelley,  an 
AICP.^  vice  president.  Kelley  now  is  in 
support  of  state  accountanc)'  boards 
that  pass  laws  that  would  be  harder  for 
Vest  to  overturn. 

California,  a  state  where  Vest  has 
450  representatives,  did  just  that  in 
1989,  and  now  Vest  and  a  Sacramen- 
to CP.\  named  Ross  Johnson  are  suing. 
If  Vest  wins,  the  other  39  states  may 
simply  give  in,  and  Vest  may  find  it 
easier  to  recruit. 

A  48 -year-old  Texan  with  a  heavy 
drawl,  Herbie  V^est  became  an  ac- 
countant in  Dallas  in  the  early  1970s 
after  two  infantry  tours  in  Vietnam.  "I 
didn't  want  to  get  shot  at  anymore,  so 
I  sought  the  calmest  profession  I 
could  find,  and  became  a  cpa."  But  he 
soon  yearned  for  more  action.  He  says 
he  got  the  idea  for  selling  securities 
after  seeing  clients  make  unwise  in- 
vestments through  local  brokers  and 
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PeHS  u?nte.  A  Waterman  expresses.  For  more  than  a  century,  this  distinction  has  remained  constant. 

In  the  precise,  painstaking  tooling.  In  the  meticulous  balancing.  In  the  elegant  styling  accented  with  precious  metals. 

For  example,  the  Rhapsody  Red  Ripple,  /\  pictured  above,  recaptures  all  the  romance  of  its  i92o's  original. 
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H.D.  Vest 


insurance  salesmen.  So  Vest  applied 
for  a  license  to  sell  investments 
through  a  broker/dealer. 

Vest's  income  soon  doubled  as  he 
began  to  sell  mutual  funds  and  unit 
investment  trusts.  In  1983  he  decided 
to  start  franchising  his  accoun- 
tant/broker concept.  With  the  help 
of  his  wife,  his  mother  and  nearly 
$400,000  in  loans,  mostiy  from  credit 
cards,  he  acquired  a  mailing  list  of 
over  300,000  tax  specialists  and  sent 
out  personalized  form  letters  asking 
accountants  to  join  up. 

Last  year  Vest  mailed  out  175,000 
letters  to  prospective  franchisees.  The 
hook  in  the  letters  is  an  11  -question 
true  or  false  quiz  with  statements  like: 

■  My  clients  frequently  request  infor- 
mation on  how  to  reduce  their  taxes. 

■  My  clients  ask  me  to  refer  them  to 
brokers. 

If  an  accountant  answers  "true"  to 
2  of  the  1 1 ,  he  is  urged  to  call  an  800 
number  for  information.  After  three 
months  of  self-study  for  securities  li- 
censing exams,  most  accountants  are 
licensed  and  ready  to  sell.  In  the  last 
six  months,  over  1,200  signed  up.  To 
gain  converts.  Vest  uses  a  pyramid 
selling  arrangement  that  gives  Vest 
reps  up  to  3%  of  the  gross  commis- 
sions of  any  new  rep  they  sign  up. 

Last  year  the  company  derived 
nearly  $2  million  from  selling  educa- 
tional materials  to  reps  and  from 
holding  seminars.  But  the  biggest 
part  of  Vest's  revenues  comes  from 


sales  commissions  on  load-charging 
mutual  fiinds  offered  by  firms  like 
Putnam,  Kemper  and  Massachusetts 
Financial  Services.  The  usual  split 
here  is  70%  to  the  rep,  30%  to  H.D. 
Vest.  Vest  tax  specialists  also  set  up 
pension  plans,  give  small-business 
merger  advice,  establish  wrap  ac- 
counts and  make  home  mortgages.  In 
1989  one  Vest  accountant  set  up  a 
nonprofit  organization,  modeled  af- 
ter the  AARP,  called  the  American 
Association  of  Boomers,  which  offers 
people  born  between  1943  and  1964 
discounts  on  travel,  rental  cars,  res- 
taurants and  insurance.  Members  also 
get  a  monthly  newsletter  packed  with 
investment  advice  courtesy  of  Vest, 
aab's  exclusive  financial  adviser.  Of 
course,  they  are  encouraged  to  buy 
mutual  ftinds  from  Vest  reps. 

In  fiscal  1992,  ending  Sept.  30, 
revenues  should  hit  $35  million — a 
75%  gain  over  1991.  Herbie  Vest 
wouldn't  be  the  salesman  he  is  if  he 
hadn't  decided  to  sell  some  of  the 
company.  He  raised  $3.8  million  for 
the  business  last  October  by  selling 
700,000  shares  in  a  public  offering 
priced  at  $5  a  share.  Vest  still  owns 
45%  of  the  5.3  million  shares. 

Herbie  Vest  and  his  little  army  of 
number-crunchers  aren't  yet  a  serious 
threat  to  the  mainstream  brokerage 
business:  Vest's  average  gross  com- 
mission per  rep  is  only  $11,500,  ver- 
sus over  $300,000  per  Merrill  broker 
and  $76,000  for  financial  planners. 


James  Ainsworth 
and  Stephen  A. 
Batman  of  First 
Global  Partners 
If  Vest  can't 
manage  his 
revolution, 
they  will. 


But  those  commissions  do  not  tell  the 
whole  story:  Among  them.  Vest's 
4,000  representatives  claim  to  handle 
1.5  million  clients,  who  trust  them 
with  the  most  intimate  details  of  their 
financial  history.  Vest's  representa- 
tives could  thus  influence  the  way  in 
which  as  much  as  $100  billion  is 
invested.  Richard  Redeker,  chairman 
of  Kemper  Sales  Co.,  says  he  believes 
accountants  will  become  serious  rivals 
to  stockbrokers  and  insurance  sales- 
men. Kemper's  flinds  are  popular 
among  Vest's  reps,  and  Kemper  owns 
$1  million  of  Vest  preferred  stock. 

American  Express  has  taken  notice. 
Its  financial  planning  subsidiary,  ids, 
has  quiedy  purchased  30  small  ac- 
counting firms  in  the  last  two  years  and 
started  its  own  tax  division.  To  avoid 
conflict  of  interest,  ids'  250  tax  ac- 
countants in  50  offices  simply  refer  tax 
clients  to  ids  financial  planners.  But 
the  goal  is  the  same:  to  turn  account- 
ing clients  into  securities  buyers. 

Will  Herbie  Vest  continue  dominat- 
ing the  business  he  started?  That  re- 
mains to  be  seen.  He  has  had  serious 
problems  lately,  and  the  stock  was 
recentiy  down  to  2^2.  In  July  Vest 
fired  his  president,  retired  Navy  Ad- 
miral Warren  Aut,  after  just  six 
months  on  the  job. 

Gossip  has  it  that  Aut  wanted  to 
spend  more  money  training  the  ac- 
countants in  salesmanship  and  fi- 
nance, while  Vest  wanted  to  spend  all 
available  cash  on  direct  mail  recruit- 
ing of  more  reps.  There  is  grumbling 
among  reps  about  a  conflict  of  inter- 
est in  the  arrangement  that  has  given 
Herb  Vest  3%  of  the  firm's  gross 
revenues  and  hence  too  much  incen- 
tive to  push  growth  over  profit.  For 
the  first  nine  months  of  fiscal  1992, 
for  example,  the  company  lost  $1.3 
million,  while  revenues  rose  dramati- 
cally and  Vest  accrued  over  $900,000 
in  compensation. 

Amid  the  turmoil,  two  of  Vest's 
senior  executives,  Stephen  A.  Batman 
and  James  Ainsworth,  left  and  started 
their  own  broker/dealership  for  tax 
accountants,  Dallas- based  First  Glob- 
al Partners.  Already  40  or  so  former 
Vest  accountants  have  signed  up,  at 
tracted  by  promises  of  better  training 
and  higher  commissions. 

Vest  has  reacted  to  the  defections  in 
a  way  that  is  true  to  form.  He  is  suing. 
What  else."  IM 
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The  answer  to  tomorrow's  problems 
lies  in  our  children's  hands. 

By  linking  children  in  rural  schools  with 

the  best  teachers  and  resources,  advanced 

video  networks  from  Northern  Telecom 

and  local  phone  companies  are  bringing 

a  brighter  future  within  reach. 
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Technology  the  world  coils  on. 

A  leader  in  digital  communications,  supplying  equipment  in  over  80  countries. 


1 992  Northern  Telecom 


Michael  Dell  is  neither  a  retailer  nor  a  manufacturer, 

but  something  in  between.  He  may  have  defined  a  new  industry. 

Why  DeU 

is  a  suirvivor 


By  Julie  Pitta 

One  clear  winner  stands  out  in  this 
year's  depressed  computer  manufac- 
turing industry:  Dell  Computer  of 
Austin,  Tex.,  a  company  that  didn't 
exist  a  decade  ago.  At  a  time  when 
computer  prices  were  crashing,  Dell 
more  than  doubled  its  revenues  in  its 
Aug.  2  quarter  from  the  equivalent 
period  last  year.  This  upstart,  run  by  a 
27-year-old,  is  going  to  end  its  fiscal 
year  with  revenues  close  to  $2  billion. 

"If  I  read  the  trade  magazines,  I'd 
say  that  the  industry  still  doesn't  take 
us  very  seriously,"  says  Michael  Dell, 
the  company's  founder,  chief  execu- 
tive and  largest  stockholder.  "But 
when  some  of  our  competitors  put  in 
their  own  (800)  lines  nine  months 
ago,  it  was  an  indication  that  they're 
no  longer  ignoring  us." 

Far  from  ignoring  Dell,  its  compet- 
itors are  paying  it  the  ultimate  form  of 
flattery  by  adopting  Dell's  direct-to- 
consumer  marketing,  bypassing  re- 
tailers. IBM  quietly  sold  three  of  its  PC 
models  via  a  toll-free  phone  line  for 
several  months.  In  October  IBM  will 
debut  its  PS/ValuePoint,  a  line  of 
boxes  starting  at  circa  $1,000  to  be 
sold  by  phone  and  mail.  Digital 
Equipment  Corp.  is  doing  a  brisk 
business  with  its  mail-order  Pc;  opera- 
tion. Machines  Bull's  Zenith  Data 
Systems  subsidiary  has  recently  start- 
ed telephone  sales  operations;  Apple 
Computer  plans  to  begin  a  similar 
operation  later  this  year.  Compaq  still 
sells  only  through  dealers,  but  it  re- 
sponded to  the  telemarketers  by  sav- 
agely slashing  its  prices  in  June. 
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In  the  face  of  this  stepped-up  com- 
petition, Dell's  (800)  lines  are  ringing 
off  the  hooks.  Joel  Kocher,  the  senior 
vice  president  of  Dell  U.S.A.  who 
came  to  Dell  four  years  ago  from 
Tandy  Corp.,  estimates  calls  to  Dell's 
order  line  have  swollen  by  about  40% 
since  a  June  announcement  that  Dell 
was  introducing  an  even  cheaper  line 
of  computers.  The  surge  has  forced 
Dell  to  hire  200  more  full-time  order 
takers  in  the  last  two  months,  to  bring 
the  number  to  just  over  600.  Dell's 
factory  is  running  overtime,  cranking 
out  nearly  3,000  machines  a  day  to 
keep  up  with  orders. 

In  short.  Dell's  brilliant  second- 
quarter  showing  was  no  fluke. 

From  its  earliest  days  Dell  cut  out 
the  middlemen,  selling  its  computers 
direct  to  consumers  via  heavy  adver- 
tising in  the  computer  press  and  toll- 
free  numbers.  Says  Michael  Dell:  "I 
am  surprised  at  how  long  it's  taken 
them  to  react." 

Now  that  they  are  reacting,  Dell  is 
going  to  have  to  work  a  little  harder 
for  its  money.  Its  aftertax  net  margin 
has  already  dropped  from  6%  in  the 
fiscal  year  that  ended  last  February  to 
a  shade  under  5%  for  the  most  recent 
quarter,  with  revenues  growing  faster 
than  net  profit.  But  this  was  still  an 
impressive  showing  in  diflRcult  cir- 
cumstances, and  the  giants  of  com- 
puter manufacturing  will  have  a  hard 
time  getting  their  costs  down  to 
Dell's  level.  Dell's  selling  and  admin- 
istrative expenses  eat  up  just  14  cents 
of  its  sales  dollar,  against  24  cents  at 


Apple  and  30  cents  at  IBM.  Even  after 
its  massive  layofi^s  of  last  year,  Com- 
paq's marketing  and  overhead  costs 
are  taking  20  cents  out  of  the  sales 
dollar. 

Dell's  cost  savings  continue  fiarther 
down  the  distribution  channel.  Even 
an  efficient  retailer,  like  CompUSA, 
selling  Compaq  or  IBM  personal  com- 
puters takes  a  13%  gross  profit  margin 
to  cover  rent  and  salaries.  Dell  has 
largely  dispensed  with  brick-and- 
mortar  retail  outiets,  having  replaced 
them  with  telephone  lines  and  the 
network  of  trucks  supplied  by  ship- 
pers like  United  Parcel  Service.  On  a 
mail-order  $3,000  computer,  Dell 
will  bill  its  customer  a  shipping  charge 
of  only  2%  or  so.  Dell  also  sells  1 5%  of 
its  computers  through  resellers,  but 
mostly  through  bare-bones  outlets 
like  Staples,  Inc.  and  the  Price  Club. 

Economies  of  scale  work  in  favor  of 
the  Dell  distribution  system.  To  the 
extent  that  it  sells  directly  to  consum- 
ers rather  than  to  retailers,  Dell  has 
merely  to  add  additional  telephone 
salespeople  in  Austin  as  demand  in 
creases.  That's  how  Dell  took  selling 
and  overhead  that  were  20%  of  sales 
last  year  down  to  14%  in  the  last 
quarter. 

"Talk  about  a  concept  that  works," 
boasts  Michael  Dell. 

What  is  this  concept  that  has  en 
abled  a  shoestring  company,  started 
in  a  college  dorm  room  eight  years 
ago,  to  take  big  chunks  from  the  hides 
of  IBM  and  Compaq  and  so  many 
lesser  PC  sellers.' 
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Dell's  customer 
service  department 
in  Austin,  Tex. 
Make  the 
machines  as 
the  customers 
come  in, 
as  if  you  were 
running  a  short- 
order  counter. 


Most  people  have  assumed  that 
Dell  sold  on  price  alone.  It  did  in  the 
beginning,  but  no  longer.  Dell  will 
sell  you  a  50-megahertz  486  comput- 
er with  8  megabytes  of  chip  memorv% 
a  230-megabyte  hard  drive  and  a  Su- 
per VGA  color  monitor  for  as  much  as 
$3,000,  including  shipping.  But  you 
can  get  just  about  the  same  box  from 
CompuAdd  Express,  a  privately  held 
firm  in  Dell's  home  town,  for  $2,500. 
Another  mail-order  vendor.  Gateway 
2000  in  North  Sioux  City,  S.D.,  sells 
the  computer  for  $2,700. 

Those  who  attributed  Dell's  suc- 
cess to  price-cutting  have  missed  an 
important  point.  Although  it  sells  al- 
most entirely  by  telephone,  Dell  has 
managed  to  maintain  a  level  of  cus- 
tomer satisfacdon  at  least  equal  to 
that  of  competitors  who  sell  through 
stores.  "We're  not  the  low-cost  sup- 
plier," Michael  Dell  says.  "Compaq 
and  IBM  are  assuming  that  price  is  the 
problem.  The  problem  is  that  the 


dealer  channel  has  fijndamentally 
failed  at  servicing  customers.  You'd 
go  in  to  a  dealer  and  you  had  to  pay  a 
markup  for  something  you  weren't 
getting.  A  lot  of  times  the  customer 
knew  more  about  what  [the  dealers] 
were  selling  than  they  did." 

So  Dell  moved  the  computer  sales- 
man to  a  telephone  bank  in  Austin. 
The  salesman  takes  up  less  space  that 
way,  he  doesn't  need  as  large  an  in- 
ventory (in  relation  to  sales),  and  he 
doesn't  waste  half  his  day  waiting  for  a 
customer  to  wander  in. 

It  helps  to  understand  Dell  if  you 
realize  that  Michael  Dell  is  not  so 
much  a  computer  entrepreneur  as  he 
is  a  marketing  pioneer.  His  forerun- 
ners are  not  Steve  Jobs  and  Bill  Gates 
but  Ray  Kroc  and  Charles  Schwab. 

Kroc  was  a  marketing  entrepreneur 
who  devised  a  process  that  took  the 
uncertainty  out  of  short-order  joints; 
you  know  exactly  what  to  expect  in  a 
McDonald's  hamburger,  even  from 


an  oudet  you've  never  been  in.  In  like 
fashion,  Dell  took  the  fears  and  uncer- 
tainties out  of  mail-order  computers. 

Charles  Schwab  &  Co.,  the  dis- 
count brokerage,  is  one  of  many,  but 
it  offers  an  aura  of  size  and  respect- 
ability that  much  smaller  discounters 
do  not.  Like  Schwab,  Dell  has  astutely 
positioned  his  company  at  a  middle 
*  point  on  the  cost- and- quality  curve. 
Schwab  &  Co.  isn't  the  cheapest  bro- 
ker around,  but  it's  a  lot  cheaper  than 
the  old  wire  houses  yet  just  as  solid- 
looking. 

By  the  mid-1980s  Michael  Dell 
realized  that  while  selling  on  price 
might  be  a  good  way  of  breaking  into 
a  market,  it  was  no  way  to  build  a 
fiiture.  Someone  else  could  cut  prices 
a  percentage  point  lower.  Dell  needed 
a  different  edge — reliabilit)'.  So  he 
offered  such  amenities  as  unlimited 
calls  to  a  toll-free  technical  support 
line,  a  30- day  money- back  guarantee 
and  next-day,  on-site  service  through 
independent  contractors,  free  for  the 
first  year  of  ownership.  If  a  customer 
calling  Dell's  technical  support  line 
doesn't  get  a  staffer  within  five  min- 
utes, the  company  mails  him  a  check 
for  $25.  Better  yet,  the  Dell  PC  was  a 
solid  machine.  Before  Dell  came 
along,  mail-order  machines  were  a 
risky  business  for  the  consumer. 

The  PC  business  was  ready-made 
for  a  Michael  Dell  in  1984.  The  IBM  PC 
had  set  a  standard  that  could  be  dupli- 
cated by  others  who  needed  only  to 
buy  the  same  microprocessors  from 
Intel  that  IBM  used  and  then  buy  other 
components  off  the  shelf  disk  drives 
from  Seagate  and  later  Conner  Peri- 
pherals, memory  chips,  miscellaneous 
control  chips  from  Chips  &  Technol- 
ogies. After  that,  manufacturing  re- 
quired little  more  than  a  shed  and  a 
few  people  with  simple  tools. 

Compaq  was  the  first  to  hit  it  big 
with  first-class  IBM  clones.  But  soon 
others  were  putting  together  clones 
that  would  match  the  IBM  PC's  perfor- 
mance, and  suddenly  there  was  ex- 
treme ease  of  entry'  into  what  had 
formerly  been  a  highly  technological 
business.  Dell  correctly  saw  the  only 
way  to  get  an  edge  in  what  was  fast 
becoming  a  commodity  business  was 
through  marketing  innovations. 

"It's  clear  now  that  the  way  Dell 
sells  PCS  is  probably  the  only  way  to  do 
it,"  sighs  Enzo  Torresi,  a  cofounder 
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we  should  talk. 


It's  time  to  switch  to 

the  No-Fee  IRA  from 

Charles  Schwab. 


lou've  probably  noticed. 

Just  when  investors  need  reduced  costs  and  increased 
convenience,  full -commission  brokers  are  coming 
up  with  more  ways  to  charge  more  fees.  There  are  full 
commissions  for  trading,  fees  for  not  trading,  and 
annual  fees  of  up  to  $100. 

And,  of  course,  an  annual  fee  on  your  IRA. 

That's  why  we  developed  the  Schwab  No -Fee  IRA. 

Right  now,  if  you  bring  your  IRA  worth  more  than 
$10,000  to  Schwab  you'll  never  pay  an  annual  fee  again. 
Guaranteed.  For  the  rest  of  your  life.  In  addition, 
you'll  be  able  to  save  up  to  76%  on  commissions.^ 


Schwab  Value  at  a  Glance 

Charles            Merrill           Shearson           Dean 
Schwab             Lynch             Lehman           Witter 

IRA  Annual  Fee 
(AsseU  over  $10,000) 

None 

$35-100* 

$40 

$30 

Additional  Fees 
per  nansaction 

None 

$4.85 

$3.85 

$2.35 

Commission 
100 Shares®  $30 

$55 

$85 

$83 

$83 

Commission 
500 Shares©  $20 

$110 

$238 

$246 

$230 

•Fee  is  .2%  of  balance  with  a  minimum  of  $35  and  a  maximum  of  $100. 
tSurvey  conducted  by  Charles  Schwab  &  Co.,  Inc.  July  1992. 
Schwab  stock  transactions  subject  to  a  $39  minimum  commission. 

With  a  Schwab  IRA  you  can  invest  your  retirement 
funds  in  a  wide  range  of  securities  such  as  stocks, 
bonds,  CDs  or  over  600  mutual  funds  from  some  of 
the  most  popular  families. 

Finally,  no  matter  how  many  IRAs  you  have,  we've 
made  it  easy  to  transfer  them  all  to  Schwab.  A  simple, 
toll-free  phone  call  starts  the  process.  We  think  our 
No-Fee  IRA  is  just  one  more  way  of  proving— It's  time 
to  come  to  Schwab. 

Visit  your  local  Schwab  office  or  call  our  toll-free 
number  any  time,  any  day 

1-800-442-5111  Ext  338 

No-Fee  M 

Charles  Schwab 

Helping  Investors  Help  Themselves" 

Charles  Schwab  &  Co.,  Inc.  ©  1992  Member  SIPC/NYSE 
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of  Businessland  who  today  runs  Net- 
Frame  Systems,  a  manufacturer  of 
midrange  computers.  Torresi  admits 
that  he  and  the  other  people  in  the 
retail  business  failed  to  grasp  what 
Dell  was  doing.  "I  don't  think  we  ever 
completely  understood  the  Dell 
phenomenon,"  he  says.  In  1988  at 
Businessland,  Torresi  set  up  an  (800) 
order  line  that  competed  with  Dell 
but  was  frustrated  when  IBM,  Compaq 
and  Apple  discouraged  him  from  sell- 
ing their  PCs  over  the  telephone.  By 
the  early  1990s  Businessland,  once  a 
top  computer  retailer,  was  nearly 
bankrupt. 

Complacent,  most  retailers 
thought  customers  would  pay  a  sub- 
stantial retail  markup  in  return  for 
being  able  to  go  to  a  store  and  feel  and 
touch  a  machine.  Some  did  and  still 
do.  But  fewer  of  them  than  the  estab- 
lishment expected,  especially  now, 
when  a  lot  of  the  buyers  are  old-time 
users  coming  back  for  their  second  or 
third  machine. 

Moreover,  if  a  customer  wanted  a 
customized  version,  he  often  had  to 
wait  for  the  retailer  to  send  in  an  order 
and  for  the  factor)'  to  get  around  to 
filling  it  and  shipping  it.  With  Dell,  it 
was  different.  The  retailers  were 
stunned  when  they  saw  how  quickly 
the  Texas  upstart  could  deliver  cus- 
tomized products — in  substantially 
less  time  than  it  would  take  them  to 


place  the  order  and  wait  for  the  manu- 
facturer to  ship  it. 

Says  Torresi:  "Dell  could  respond 
to  the  small  custom  orders — the  one- 
sies  and  twosies  that  we  wouldn't 
attempt  to  deal  with.  Suddenly,  ev- 
er\^one  realized  what  he  had  wasn't 
just  a  product,  it  was  a  process." 

Dell  wasn't  shy  about  telling  the 
world.  While  most  PC  ads  in  the  mid-*^ 
1980s  looked  like  a  laundn,'  list  of 
features  anchored  by  an  uninteresting 
picture  of  a  personal  computer,  the 
early  Dell  ads,  from  Hal  Riney's  agen- 
cy', were  snappy.  By  1990  Dell  was 
taking  aim  at  the  clone  industr}''s 
leader,  Compaq,  in  an  ad  that  pro- 
claimed, "What  senicer  What  ser\'ice! 
You  shouldn't  have  to  go  through 
some  Compaq  dealer  [to  get  your  PC 
fixed] .  It's  better  to  talk  direcdy  to  the 
manufacturer."  Compaq  sued,  and 
the  ad  was  pulled.  In  his  do-it-and- 
ask-the-lawyers-later  entrepreneurial 
st\4e,  Michael  Dell  had  gotten  his 
message  across. 

Are  Dell's  boasts  about  the  level  of 
his  service  justified?  Last  year  Dell 
won  a  J.D.  Power  customer  satisfac- 
tion award  for  a  PC  maker  serving 
small  to  medium-size  businesses. 

Says  Michael  Dell:  "Our  [tele- 
phone sellers]  aren't  nerds  with  tele- 
phones. Most  aren't  supertechnical 
people.  But  they  do  understand  that 
ever\'thing  starts  with  the  customer." 


In  the  beginning,  it  was  easy  for 
Compaq  and  IBM  to  dismiss  the  Dell 
customer  as  a  do-it-yourself  nerd 
whose  business  they  could  do  with- 
out. The  nontechies,  so  Dell's  rivals 
reasoned,  would  want  the  comfort  of 
visiting  a  store  before  buying. 

Perhaps  Dell's  rivals  believed  these 
things  because  they  wanted  to  believe 
them,  even  when  the  evidence  was 
mounting  that  Dell  was  selling  to  a  lot 
more  than  a  limited  universe  of  pro- 
peller heads.  John  Cox,  now  self- 
employed,  was  one  of  a  handful  of 
people  answering  phones  when  Dell 
got  started:  "Even  then  we  were  sell- 
ing to  the  Lockheeds,  and  Amocos," 
he  says.  One  of  Cox's  most  memora- 
ble orders  in  those  days  was  from  the 
U.S.  Fish  &  Wildlife  Service,  which 
bought  several  hundred  machines 
and  required  that  they  be  shipped  to 
almost  as  many  locations.  No  prob- 
lem for  Dell;  shipping  by  mail  was  its 
business. 

What  about  the  stodg)'  corpora- 
tions that  buy  computers  only  after  a 
personal  visit  from  a  salesman,  just 
like  the  IBM  salesman  of  yore.>  Dell 
does  have  25  of  these  traveling  sales- 
men, but  they  are  as  unorthodox  as 
Dell  itself  "Our  [field]  sales  force 
isn't  traditional,"  says  Dell.  "We 
don't  have  offices,  places  where  peo- 
ple schmooze  up  the  customers.  Our 
people  work  out  of  their  homes.  The 
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Why  no  robots? 

They  couldn't 
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constant 

changes 

in  customer 

preferences. 
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iwARD  A  New  GM  Car  Or  Truck. 
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The  GM  VlaslerCard®  is  the 
first  ( rodil  card  designed  lo  put  you 

behind  the  whcet  by  putting  the  power  of 
the  worlds  largest  corporation  in  your  wallet. 

Kvery  time  you  use  it,  GVI  will  credit  5'^o  of 
your  purchase  to  a  special  GVI  rebate  account 
we'll  open  in  your  name. 

5"()  every  time  you  make  a  purchase.  5"o 
every  time  you  lake  a  vacation.  5"o  every  time  you 
f»()  out  to  dinner.  And  anytime  you  want  lo,  you  can 
apply  these  earnings  towar(J  the  purchase  of  a 
new  Chevrolet,  Ponliac,  Oldsmobile,  Buick, 
Cadillac  or  GVIC  Truck. 

It  could  mc^an  saving  hundreds,  even  thou- 
sands of  dollars— savings  that  apply  over  and 
abov(^  any  other  discounts  or  rebates. 


The  new  financial  vehicle  offers  all  the 
advantages  of  MasterCard.®  And  there's  no 
annual  fee.  So  call  our  toll-free  number  today, 
start  turning  plastic  into  steel. 

NO  ANNUAL  FEE 

THE  GM  card: 

THE  NEW  FINANCIAL 
VEHICLE. 

1-800-8GM-CARD 


•;\  KOLKT  •   POMi  \C 

Offer  !»■.  rf^d^emah^f;  as  discount  on  new  GM  r; 
Subir-r.t  to  GM  Ca'd  Rebate  Program  Rules 


DSMOBILK   •   BUCK  •  CADILLAC  •  GVIC  TRICK 

up  to  $500  annija'ly  or  rnaxirnuRi  of  S35G0  over  7  years  May  be  combined  with  other  GM  offers 


AFFORDABLE    LUXURY 
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cost  of  these  people  versus  what  they 
bring  to  the  table  is  very  small."  At 
any  rate,  says  Dell  Vice  President  Ko- 
cher:  "The  vast  majority  of  our  busi- 
ness is  still  done  over  the  phone." 

"To  a  business  like  ours,  PCs  are  a 
phone-order  sort  of  purchase,"  says 
Price  Waterhouse's  Sheldon  .Laube, 
who  says  his  firm  buys  PCs  in  very 
much  the  way  it  orders  paper,  pens 
and  fiirniture.  PC  technology  has  be- 
come so  standard  that  getting  on 
Price  Waterhouse's  approved  vendor 
list  has  as  much  to  do  with  service  as 
with  technical  specifications.  Price 
Waterhouse  is  a  big  Dell  customer. 

While  IBM,  DEC  and  the  others  copy 
an  outfit  that  they  once  considered 
litde  more  than  a  nuisance,  Dell  is 
pushing  its  telemarketing  strategy  a 
step  further.  This  fall  Dell  should  start 
sending  out  DellWare,  a  catalog  that 
will  offer  PC  games,  software  packages 
like  Lotus  1-2-3  and  computer  peri- 
pherals like  modems,  printers  and  disk 
drives.  Dell  hopes  to  become  the 
mail-order  equivalent  of  the  comput- 
er superstore  and  is  in  the  process  of 
signing  up  scores  of  suppliers.  "We 
intend  to  put  the  reseller  out  of  busi- 
ness," Michael  Dell  says. 

The  idea  is  that  a  customer  will 
order  Lotus  1-2-3  from  Dell  over  the 
telephone.  Dell  might  ask  a  software 
distributor  to  send  it  to  the  customer. 
Dell  gets  a  commission.  More  impor- 
tant, as  Dell  keeps  potential  custom- 
ers out  of  computer  stores  altogether, 
the  catalog  will  marry  them  more  to 
Dell.  Already  Apple  Computer  has 
announced  it  will  be  starting  a  similar 
catalog. 

The  Dell  factory  has  changed 
somewhat  since  the  days  when  assem- 
bly was  done  by  three  men,  each 
sitting  at  a  6-foot-long  table.  Today  in 
the  Austin  factory  an  order  for  a  half- 
dozen  machines  mingles  with  one  for 
200  traveling  down  the  assembly 
lines.  But  it  remains  virtually  a  screw- 
driver operation,  with  litde  automa- 
tion and  an  almost  job-shop  approach 
to  manufacturing.  This  both  keeps 
capital  costs  low  and  permits  great 
flexibility.  The  disk  drives  might  be  on 
the  top  or  the  bottom  of  the  base — or 
be  absent  altogether,  if  that's  what  the 
customer  wants. 

Because  it  buys  most  of  its  compo- 
nents, Dell  supports  its  near  $2  billion 
in  sales  revenues  with  just  $55  million 


Have  it 
your  way 


Dell's  Burger  King-style 
options  have  won  over 
some  large  corporate 
buyers.  William  Paquin, 
vice  president  of  finance 
and  information  services 
for  MCI  International,  be- 
gan buying  Dell  PCs  in 
1990  for  MCi's  field  of- 
fices. "They  drop-shipped 


the  PCs  with  all  our  soft- 
ware on  it — and  our  inven- 
tory tags — fi"om  their  fac- 
tory to  our  field  offices,"  he 
says.  "That's  saved  me  a 
lot  of  staff  time.  And  we're 
not  paying  anything  extra 
for  us.  The  other  computer 
makers  didn't  seem  inter- 
ested in  doing  it."  -J. P.  !■ 


in  land,  property,  plant  and  equip- 
ment. That's  about  $33  of  sales  for 
every  dollar  of  fixed  assets.  The  com- 
parable figure  for  IBM  is  $2.  Even  Wal- 
Mart  gets  only  $7  of  retail  revenue  for 
every  dollar  of  fixed  assets.  Dell  uses 
its  capital  chiefly  to  finance  inven- 
tories, which  it  currendy  turns  over  at 
a  rate  of  more  than  eight  times  a  year. 

"We  basically  run  the  business  like 
a  large  distribution  center,"  Dell  says. 
"We  move  materials  in  and  out  as  fast 
as  we  can."  Thus,  on  a  capital  base 
that  has  very  littie  debt  in  it,  Dell  can 
deliver  a  return  on  equity  like  that  of 
IBM  in  its  heyday — an  annualized  29% 
in  Dell's  latest  quarter. 

But  can  this  whiz  kid  and  his  whiz 
company  go  the  course?  Wall  Street 
has  remained  skeptical.  Even  at  its 
recent  price  of  28,  close  to  its  alltime 
high  last  month,  Dell  Computer  has  a 
market  capitalization  of  barely  $1  bil- 
lion, or  50%  of  likely  sales  for  the 
current  fiscal  year.  Compaq  is  trading 
at  80%  of  annual  sales,  Apple  at  75%. 


Moreover,  when  short  position  fig- 
ures were  published  for  Aug.  14,  they 
showed  that  3.7  million  shares  of  Dell 
had  been  sold  short — a  tenth  of  shares 
outstanding.  Critics,  besides  pointing 
to  the  recent  sudden  departure  of 
Dell's  chief  financial  officer,  focus  on 
the  fact  that  ibm  and  the  other  big 
companies  are  getting  into  (800)- 
number  selling.  That's  where  the  bat- 
de  will  be  joined. 

Will  it  turn  out  that  Michael  Dell  is 
just  another  one  of  those  pioneers 
who  blaze  a  new  business  trail  only  to 
lose  out  to  slower  but  more  powerful 
rivals.''  Or  has  he  created  a  business 
scheme  so  different  that,  like  Ray 
Kroc  or  Charles  Schwab,  he  can  stay 
ahead  of  his  imitators? 

Given  the  pace  of  technological  and 
managerial  change  in  the  computer 
business,  it  would  be  rash  to  answer 
those  questions  with  a  flat  yes  or  no. 
But  Michael  Dell,  for  his  part,  has  no 
doubts.  Says  he:  "I  still  think  of  us  as 
the  hunter,  not  the  hunted."  ^M 
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What's  wrong  with  our  schools?  Could  it  be  that  kids 
are  spending  too  much  time  hearing  about  self-esteem 
and  dressing  for  success  and  not  enough  time  doing 
sums  or  parsing  a  sentence?  It  could  indeed. 

What  do  we 
get  foir  oiur 
school  dollairs? 


By  Janet  Novack 

At  the  Harold  Schnell  Elementary 
School  in  West  CarroUton,  Ohio, 
there's  no  district  money  for  new 
textbooks  this  year.  But  there  was 
enough  money  from  outside  to  fi- 
nance a  $750  grant  for  fifiJi-grade 
teachers  to  buy  reading  books  relating 
to  some  currendy  trendy  topics — 
drug  abuse,  self-esteem,  dysfiinction- 
al  families. 

At  West  CarroUton  Senior  High, 
the  band  room  has  just  gotten  a  face- 
lift and  student  thespians  perform 
in  a  $2.3  million  state-of-the-art 
theater/auditorium.  But  the  com- 
puter lab  has  just  36  PCs  ( 19  of  them 
antiquated  Commodores)  and  no 
fiinds  to  buy  more.  The  endre  school 
district's  only  substantial  computer 
purchase  in  the  past  few  years  was 
$55,000  for  a  new  state -mandated 
management  information  system  for 
administrators. 

In  all  the  current  fiiror  about  edu- 
cation in  the  U.S.,  too  much  attention 
gets  paid  to  the  size  of  school  budgets 
and  too  littie  to  how  those  budgets 
are  spent. 

Forbes  chose  West  CarroUton  and 
other  suburban  school  districts  south 
of  Dayton,  in  Montgomery  County, 
Ohio,  because  the  area  is  so  ordinary 
American,  archetypal  Middle  Ameri- 
ca. We  weren't  looking  for  another 
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RIGHT:  Fifth-graders 
at  Harold  Schnell 
Elementary  School 
Selfesteem 
studies  take  time 
from  the  basics. 

West  CarroUton 
Senior  High  band 
Band  lioosters 
help  get  out  the 
pro-tax-increase 
vote  for  the 
schools. 


egregious  case  of  administrative 
bloat,  as  in  New  York  City  schools 
(Forbes,  June  25,  1990).  We  were 
looking  for  a  fairly  typical,  reasonably 
well-run  school  system. 

The  4,100-student  West  Carroll- 
ton  district  does  a  pretty  good  job.  It 
has  been  spending  at  least  15%  less 
than  the  national  average  (estimated 
this  school  year  at  $6,300  per  public 
school  student  in  average  daily  atten- 
dance), and  getting  slightly  above- 
average  results  from  its  middle-class 
student  population. 

But  here,  as  elsewhere  in  the  Amer- 
ican school  system,  we  found  school 
districts  wresding  with  the  cost  of 
state  laws  and  rising  employee  bene- 


fits. We  heard  educators'  predictable 
pleas  for  more  money,  mixed  with 
acknowledgments  that  higher  spend- 
ing hasn't  been  shown  to  produce 
better  results  and  that  the  1990s  will 
be  a  leaner  time  for  education. 

What  we  did  not  find  here  was 
much  waste.  But  maybe  we  did  find  a 
clue  as  to  why  the  increase  in  spending 
on  education  in  this  country  has  not 
been  followed  by  rising  education 
results.  (This  year's  three-point  up 
tick  in  national  average  sat  scores  was 
the  first  in  seven  years  and  still  leaves 
scores  38  points  below  1972 's  levels.) 
Our  examples  arc  from  Ohio,  and  the 
specifics  apply  there,  but  they  un- 
doubtedly find  echoes  across  the  U.S. 
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One  clear  problem,  here  and  elscr 
where,  seems  to  be  centered  on  the 
conflict  over  time.  The  school  day  is 
short  and  the  school  year  remains 
limited  (178  days  on  average  in  the 
U.S.).  Increasingly,  these  schools  are 
struggling  to  squeeze  more  and  more 
into  this  limited  span.  They  must 
accommodate  new  politically  correct 
fads,  such  as  teaching  self-esteem, 
alongside  old  extracurricular  favorites 
such  as  band  and  orchestra  and  choir. 
Inevitably,  accommodating  the  new 
fads  squeezes  the  time  available  for 
teaching  reading,  writing  and  arith- 
metic. There  are  simply  not  enough 
hours  in  the  day,  and  it's  the  basics 
that  seem  to  be  suffering. 


Says  West  CarroUton  Superinten- 
dent Vance  Ramage:  "We've 
trimmed  around  the  edges,  but  we 
haven't  made  hard-nosed  decisions 
yet,  where  you  cut  out  a  program,  or 
where  you  cut  back  on  music  or  arts 
and  put  the  time  or  money  into  com- 
puters. It's  tough  to  set  policies  that 
upset  special  interests — the  band 
boosters,  the  football  boosters,  the 
recreation  groups  who  want  to  use 
school  facilities."  What  he  didn't  say, 
but  might  have,  is  that  they  must  do 
this  while  at  the  same  time  also  satisfy- 
ing professional  educators  or  do- 
gooders  who  want  their  touchy-feely 
subject  taught. 

In  nearby  Kettering  City  School 


District  and  in  West  CarroUton,  de- 
spite some  recent  cutbacks,  the  high 
schools  still  offer  such  courses  as 
Dress  for  Success,  Interior  Design, 
and  Creative  Cookery.  Home  eco- 
nomics teachers  have  been  happily 
classified  as  vocational  educators. 
Why?  Because  the  state  pays  60%  or 
more  of  the  cost  for  vocational  teach- 
ers, and  local  districts  are  therefore 
less  likely  to  cut  them. 

For  all  the  talk  in  the  1980s  about 
"back  to  basics,"  the  lack  of  focus 
shows  up  right  from  the  first  grade, 
both  in  spending  and  the  pupils'  day. 
Says  Schnell  second-grade  teacher 
Linda  Langley:  "A  lot  of  the  state 
requirements  are  really  good  individ- 
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ually.  But  sometimes  you  feel  that  the 
curriculum  is  spread  too  thin." 

Thinner  and  thinner.  On  a  typical 
day,  after  lunch,  recess,  snack,  and  art, 
music  or  gym,  the  second-grade 
teachers  have  at  most  four  hours  to 
teach  their  charges.  The  day  is  so 
crowded  that  this  year  they  dropped  a 
separate  daily  20-minute  spelling  pe- 
riod. Langley  says  that  the  teachers 
still  cram  some  spelling  into  the  daily 
language  arts  segment,  but  are  relying 
on  parents  to  take  up  more  of  the 
spelling  slack. 

That's  interesting:  School  teaches 
dress-for-success,  but  the  kids  are 
supposed  to  get  spelling  from  their 
parents. 

Don't  blame  the  teachers.  What  the 
teachers  teach  is  increasingly  mandat- 
ed from  above  on  political  grounds 
and  influenced  by  what  grant  money 
is  available.  Because  federal  grant 
money  was  available,  Schnell  students 
now  spend  at  least  one  45 -minute 
period  a  week  on  "Quest,"  an  anti- 
drug program  that  at  the  second- 
grade  level  focuses  on  self-esteem — 
teaching  kids  to  feel  that  they  are 
worthwhile  human  beings — and  on 
work  habits,  such  as  how  to  work  in  a 
group  and  how  to  play  fair.  That 
much  less  time  for  the  basics. 

The  conflict  over  teaching  time  can 
only  get  worse.  Through  the  1980s 
Ohio  legislators  passed  a  series  of 
education  reforms  (i.e.,  mandates  on 
local  districts),  topped  by  a  massive 
reform  package  in  1989,  which  man- 
dated new  curricula  that  are  now  be- 
ing phased  in.  The  State  Board  has 
also  recommended  that  high  school 
graduation  requirements  be  expand- 
ed to  include  fine  arts  and  community 
service.  It's  all  wonderfiil,  mind- 
broadening,  but  it's  not  the  statistics 
or  algebra  or  basic  English  that  many 
will  need  to  be  able  to  cope  with  a  job 
in  the  increasingly  demanding  U.S.A. 

"Since  we  got  this  'A  Nation  at 
Risk'  report  [blasting  the  quality  of 
public  education]  in  1983,  politicians 
have  been  falling  all  over  themselves 
finding  a  better  way  to  teach.  But  they 
don't  teach,"  says  Larry  Campbell,  an 
assistant  principal  at  West  Carrollton 
Junior  High  School. 

Complains  Schnell  fifth -grade 
teacher  Michael  Dinglcdine:  "There 
is  more  and  more  being  put  on  teach- 
ers that  should  be  done  in  the  home — 


sex  education,  drugs,  self-esteem." 
Yet  Dayton's  own  congressman. 
Democrat  Tony  Hall,  has  been  push- 
ing a  bill  to  create  a  national  commis- 
sion to  recommend  how  schools 
should  teach  character  values.  Won- 
derfiil again,  but  is  that  what  schools 
are  supposed  to  do.'' 

Schnell's  fifth-grade  teachers 
would  naturally  cover  the  upcoming 
elections  in  social  studies.  But  this 
year  the  district  is  requiring  that  they 
participate  in  a  "Kids  Voting"  project 
designed  to  get  oflfspring  to  pressure 
their  parents  to  vote.  (Part  of  the 
course  had  to  be  taught  by  the  Oct.  5 
deadline  for  voter  registration.) 

Complains  Oakwood  City  Super- 
intendent Timothy  Ilg:  "There  are 
legitimate  social  needs.  But  under  the 
guise  of  helping  kids,  a  lot  of  special 
interest  groups  have  gotten  things 
written  into  law." 

It's  not  just  the  politically  correct 
things  that  get  in  the  way.  Fifth -grade 
student  musicians  at  Schnell  are 
yanked  out  of  academic  classes  (usual- 
ly social  studies,  but  appallingly, 
sometimes  math  and  science)  for  two 
45 -minute  periods  a  week  for  band 
and  orchestra  practice.  That's  7%  of 
total  academic  teaching  time.  "The 
kids  are  in  so  many  activities  in  and 
outside  school  it  harms  some  of 
them,"  says  teacher  Pamela  Hallinan. 

Oakwood  is  a  tiny  district  perched 
on  the  hill  overlooking  Dayton,  and  is 
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the  highest-spending,  wealthiest  (av 
erage  1989  family  income  of 
$62,300)  and,  not  surprisingly,  high- 
est-scoring suburban  district  in 
Montgomery  County.  Yet  Ilg,  its  48- 
year-old  superintendent,  doesn't  rush 
to  spend  money  on  all  of  the  gadgets 
and  gimmicks  that  poorer  school  dis- 
tricts claim  to  require.  Other  superin- 
tendents complain  they  don't  have 
money  to  buy  the  latest  "whole  lan- 
guage" reading  books.  Ilg,  who  was 
himself  educated  in  parochial  schools, 
is  wary  of  this  fad. 

Whole  language?  It  goes  some- 
thing like  this:  Teechers  shuld  get  kids 
to  rite  eriy  witout  woiying  abowt 
speling  or  gramer  and  stuf  like  that 
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and  reeding  shud  be  fun. 

The  state  is  pushing  a  whole  lan- 
guage curriculum.  "I've  seen  a 
wholesale  junking  of  the  classics  as 
part  of  whole  language  and  the  push 
to  make  all  literature  relevant,"  Ilg 
says.  Oakwood  tenth- graders  still 
read  from  24-year-old  anthologies. 
Does  that  make  them  deprived.' 

Ilg  is  also  wary  that  computers, 
with  their  fancy  graphics,  are  being 
used  as  glorified  math  workbooks  for 
second-graders.  "It's  dangerous.  It 
fits  into  this  thinking  that  the  kids 
won't  get  it  unless  we  make  it  fancy 
and  clever."  Of  his  district,  he  says: 
"We're  moving  slowly  in  the  technol- 
ogy areas." 


Other  districts  complain  their 
schools  aren't  air-conditioned.  Ilg 
says  his  well-heeled  voters  would  nev- 
er spring  for  that.  Oakwood's  newer 
(circa  1928)  elementary  school  is  so 
antiquated  that  some  of  its  472  stu- 
dents have  to  eat  their  lunch  in  the 
hallway,  but  that  doesn't  seem  to 
prevent  them  from  scoring  above  the 
90th  percentile  on  standardized  na- 
tional tests. 

Typical  of  educators'  demands  for 
more,  always  more,  is  Schnell  princi- 
pal Barbara  Gardecki,  who  would  like 
Macintoshes  in  every  classroom.  "We 
want  learning  to  be  as  exciting  as  what 
they  do  [with  computer  games]  at 
home.  If  all  they  do  here  is  paper  and 


pencil  drills,  how  are  we  going  to 
capture  their  attention?"  she  asks. 
Good  teaching,  perhaps? 

In  any  case,  says  West  Carrollton 
Superintendent  Ramage:  "If  we  in- 
vest $1  million  in  technology,  we 
should  get  more  productivity  out  of 
it."  So  far,  administrators  haven't  fig- 
ured out  how  to  make  that  happen. 

There  is  absolutely  nothing  at  all 
extreme  about  these  Montgomery 
County  schools,  neither  in  spending 
nor  trendiness.  Yet  in  West  Carroll- 
ton,  spending  per  enrolled  student 
(counting  capital  spending  and  debt 
service)  more  than  doubled,  from 
$2,216  in  1980-81  to  $4,615  in 
1990-91 — -more  than  a  50%  increase 
after  inflation.  In  the  same  period  the 
district's  average  teacher's  salary  grew 
86%,  to  $31,700,  a  real,  afi:er-infla- 
tion  gain  of  about  30%  during  a  de- 
cade when  the  after- inflation  earnings 
of  the  average  private  sector  worker 
actually  shrank.  Across  the  U.S.  as  a 
whole,  the  average  public  school 
teacher  this  year  will  earn  $35,800  for 
about  185  days  of  work. 

In  fiscal  1991-92,  71%  of  West 
Carrollton's  $16.3  million  operating 
budget  went  for  salaries;  18%  for  em- 
ployee benefits.  That  left  just  11%  for 
everything  else.  Just  1.6%  went  for 
books,  computers  and  other  teaching 
supphes.  In  1993,  with  its  health  in- 
surance premiums  up  40%,  employee 
benefits  could  gobble  an  additional 
3%  of  its  budget.  (Teachers  pay  only 
6%  of  their  families'  premiums  in  the 
district's  unmanaged  plan.) 

But  at  least  it  does  seem  that  most 
of  the  money  is  going  right  where  it 
should  go:  for  instruction.  Look 
again.  Cut  these  numbers  another 
way,  and  58%  of  West  Carrollton's 
payroll  goes  for  regular  classroom 
teachers'  salaries  and  benefits.  Anoth- 
er 6%  goes  to  special  education  teach- 
ers (e.g.,  for  the  handicapped).  The 
rest  of  the  payroll  an«J  perks  go  for 
school  administrators,  central  admin- 
istrators and  such  student  support 
services  as  bus  drivers. 

Spending  in  West  Carrollton  may 
be  held  pardy  in  check  by  an  Ohio 
law,  passed  during  a  1970s  tax  revolt, 
which  provides  that  when  home  as- 
sessments increase,  local  property  tax 
rates  are  rolled  back.  As  a  result,  Ohio 
districts  get  litde  of  the  automatic 
inflation  bonus  districts  in  other  states 
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enjoy  and  end  up  going  to  die  voters 
every  three  or  four  years  for  a  tax  hike. 
Not  surprisingly,  the  Ohio  education- 
al establishment  is  lobbying  to  change 
this  law,  claiming  that  the  need  to 
push  for  frequent  tax  votes  is  a  distrac- 
tion and  makes  planning  impossible. 

In  the  Dayton  suburbs,  so  far, 
tighter  voter  control  hasn't  produced 
very  much  in  the  way  of  new  ap- 
proaches. In  fact,  some  superinten- 
dents claim  it  forces  them  to  worry 
more  about  appeasing  special  inter- 
ests, since  band  boosters  and  teachers 
help  get  out  the  pro-tax  vote.  Says 
Kettering  Superintendent  P.  Joseph 
Madak:  "To  maintain  our  levels  of 
support  we  have  tried  to  build  coali- 
tions by  accommodating  as  many 
people  as  we  can." 

West  CarroUton  taxpayers  rejected 
a  school  board  bid  for  a  new  0.75% 
income  tax  in  February  by  almost 
4-to-l.  And  now,  a  31%  real  estate  tax 
hike  the  board  narrowly  won  in  June 
is  threatened  by  an  initiative  on  the 
November  ballot  to  roll  back  that  hike 
to  18.5%.  Alfred  Stambaugh,  a  68- 
year-old  retired  Monsanto  manager 
and  political  novice  who  launched  the 
rollback  initiative,  says  voters  were 
irked  that  school  administrators  got  a 
5 .9%  raise  last  year.  "We  want  them  to 
understand  that  they  cannot  continue 
to  be  an  island  when  the  rest  of  the 
community  is  struggling.  There  are 
people  who  have  not  had  raises  in  a 
long  time  and  people  who  don't  have 
jobs,"  he  says. 

The  recession  has  done  littie  to 
slow  the  rate  of  raises  for  school  dis- 
trict employees.  By  cutting  a  deal  for 
extra  pension  benefits,  Ramage  effec- 
tively got  a  9%  increase  last  year.  He  is 
now  receiving  $76,200  in  salary  plus 
$17,500  in  pension  contributions  a 
year.  West  CarroUton's  teachers  got 
an  average  5.25%  raise  this  year.  Assis- 
tant Principal  Campbell,  who  was 
president  of  the  West  CarroUton  tea- 
chers' union  when  the  contract  was 
negotiated  in  1991,  says:  "When  we 
negotiate,  we're  not  interested  in  sav- 
ing them  money.  We're  interested  in 
getting  for  ourselves."  He  adds:  "We 
didn't  take  10%.  That  saves  them 
money." 

No  surprise  then  that  in  a  1991 
survey  of  West  CarroUton  voters,  ex- 
cluding teachers,  less  than  1%  of  resi- 
dents volunteered  that  they  wanted 
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the  teachers  to  be  paid  more. 

Listen  to  Harold  Robinson,  a  for- 
mer West  CarroUton  school  board 
member:  "The  debate  here  rarely  fo- 
cuses on  what  we're  getting  for  our 
money.  The  opposition  is  simply  anti- 
tax,  and  the  administration  simply 
says,  'Pass  this  levy,  or  there  wUl  be  no 
sports  and  no  band  and  the  quality  of 
our  school  system  wiU  go  down  and  it  * 
wiU  affect  property  values.'  " 

The  truth  is,  there  is  absolutely  no 
convincing  evidence  that  higher 
spending  produces  higher  student 
achievement.  In  study  after  study,  the 
economic  and  educational  status  of 
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parents  and  such  factors  as  hours  of 
homework  count  more  than  spend- 
ing. Ohio  University  Economics  Pro- 
fessor Richard  Vedder  has  been  ana- 
lyzing Ohio  students'  scores  on  new 
state -mandated  high  school  profi- 
ciency tests.  He  says  that  over  a  certain 
minimum  fijnding  level,  extra  dollars 
produce  only  minimal  achievement 
gains  and  that  "extremely  high 
spending  seems  to  crowd  out  basic 
learning." 

Dissecting  the  numbers  fijrther, 
Vedder  found  that  higher  spending 
on  basic  instruction  does  indeed  pro- 
duce somewhat  higher  scores,  but 
that  higher  administrative  spending  is 
even  more  strongly  correlated  with 
lower  scores.  He  also  identified  some 
top-performing,  low-spending  rural 
Ohio  districts.  Their  secret:  "There's 


a  work  ethic.  The  parents  sit  on  their 
kids  and  make  them  do  their 
homework."  Adds  Vedder:  "We're 
not  trying  to  push  kids  because  of  this 
self-esteem  movement.  But  in  the 
long  run,  you  lower  self-esteem  by 
not  having  high  expectations." 

Vedder  says  the  more  he  studies 
education,  the  more  "radical"  he  be- 
comes. For  example,  he  questions 
whether  12th  graders  need  to  be 
taught  all  their  subjects  in  classes  of 
25,  when  college  freshmen  take  lec- 
tures of  250.  Teaching,  he  snipes,  is 
about  the  only  profession — other 
than  the  oldest  one — that's  had  no 
productivity  gains  in  over  2,000  years. 

John  Chubb  is  a  leading  theorist  of 
the  school  choice  movement.  Chubb 
believes  that  simply  handing  more 
money  to  school  systems  as  they  fijnc- 
tion  today  does  nothing  to  improve 
education  for  the  kids.  He  says:  "The 
irony  is  that  by  trying  hard,  with  the 
best  of  intentions  to  make  schools 
better,  we've  made  them  more  bu- 
reaucratic, more  regulated  and  less 
effective.  The  system  strangles 
schools  with  red  tape." 

Chubb  doesn't  dispute  that  schools 
should  play  a  part  in  instilling  values 
and  character,  but  he  feels  that  values 
"must  be  put  into  practice  in  the  day- 
to-day  activities  of  the  school."  Val- 
ues programs  mandated  from  above, 
he  says,  "become  another  exercise  in 
going  through  the  motions." 

He  thinks  the  answer  lies  in  cutting 
back  sharply  on  centralized  rulemak- 
ing and  letting  schools  compete  for 
students,  with  the  money — public  as 
well  as  private — following  the  stu- 
dents. That  would  allow  principals  to 
provide  strong  leadership  and,  says 
Chubb,  "you  get  more  enthusiastic 
and  effective  teaching  from  teachers 
when  they're  doing  something 
they've  developed  themselves." 

Chubb  is  now  on  leave  from  the 
Brookings  Institution  to  serve  as  a 
partner  at  the  Edison  Project,  Chris- 
topher Whitde's  attempt  to  build  a 
network  of  private  schools.  That  ef- 
fort may  or  may  not  be  an  answer.  But 
the  simple  truth  is,  we  are  asking  the 
present  public  school  system  to  do  so 
many  things,  it  cannot  properly  per- 
form its  basic  job.  There  must  be  a 
great  deal  wrong  with  a  system  that, 
despite  steady  infusions  of  money, 
produces  deteriorating  results.       ■■ 
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WHAT  HAPPENS 
WHEN  YOU  RESTRUCTURE 

A  COMPANY, 

INVEST  RILUONS  IN  NEW 
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The  Chrysler  Technology  Center 


AND  GIVE  DESIGNERS  AND 
ENGINEERS  A 

FREEDOM  THEY'VE  NEVER 
HAD  DEFORE? 


Chrysler  Introduces 
Cab  Forward  Design. 
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YOU  END  UP  WITH  A  NEW  AUTOMOTI 

CARS  ARE  RUILT  INlE 

It's  not  just  a  new  way  to  bend  sheet  metal.  It's  not  merely  an  exercise  in  styling.  It's  nothing  less  than  the  reshaping  of  the  architecture  o  »s  i- 
the  automobile.  It's  called  "cab  forward."  It's  today's  most  advanced  expression  of  a  design  concept  known  as  "Maximum  space  for  mai  wfe 


minimum  space  for  machine."  The  windshield  has  been  moved  dramatically  forward.  The  rear  wheels  have  been  moved  back.  The  result 


an  inside  cabin  that's  immense,  with  more  interior  room  than  any  Acuta,  Lexus,  Infiniti  or  Mercedes.  The  rear  doors  are  wider  for  easii  me 


The  windshield  moves  dramatically 
forward  for  better  aerodynamics  and 
reduced  wind  noise. 


A  wider  track  helps 
provide  more  stability 
and  safer  handling 
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The  rear  wheels  are  moved  back  for  easier  entry  and  exit 
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'U.S.  content  77%.  Assembled  by  Chrysler  Canada. 


iCHITEOrURE  THAT  WILL  DEFINE  HOW 
ENEH  CENTURY. 

ess.  (As  Car  and  Driver  put  it,  getting  into  the  back  is  "like  falling  into  a  barn.")  The  car  has  an  extremely  wide  track.  Motor  Trend 
icribes  the  results  this  way:  "Lithe  and  agile... the  balanced  handling  of  a  sports  sedan... a  ball  to  drive."  If  that  sounds  like  no 
icription  you've  ever  heard  of  an  American  car,  it's  because  these  are  like  no  American  cars  you've  ever  seen.  Created  not  by  a 
nmittee,  but  by  a  dedicated  team  of  designers,  engineers,  manufacturers,  parts  suppliers  and  marketers,  working  together  with  one  goal 
mind:  to  produce  a  car  that  will  compete  with  anything  the  world  has  to  offer.  You'll  see  how  well  we've  succeeded  on  November  1st, 
en  the  Chrysler  Concorde,  Dodge  Intrepid  and  Eagle  Vision  are  introduced  in  a  few  weeks.  Look  at  them,  sit  in  them,  price  them  and 


ve  them.  You'll  understand  why  the  automotive  press  has  called  them  "a  watershed  event  in  auto  industry  history."  In  the  car  business, 

ADVANTAGE:CHRYSLER^ 


1  lead,  follow  or  get  out  of  the  way. 


CHRYSLER  •  PLYMOUTH  •  DODGE  •  DODGE  TRUCKS  •  JEEP»-  EAGLE 


How  many  raincoats  can  the  Pope  buy?  Not  enough  to 
restore  the  tottering  monopoly  of  Como's  rich  silkmakers. 

Trouble  in 


paradiso 


By  Joshua  Levine 

At  THE  PUSH  OF  a  button,  two  massive 
steel  gates  in  Como's  high  stone  bat- 
tlements swing  open.  Riccardo  Man- 
tero  eases  his  Daimler  out  from  his  villa 
on  Via  Volta.  Frederick  I  of  Swabia 
built  Como's  walls  in  the  12th  centu- 
ry, but  the  Germans  are  long  gone. 
Today  silk  is  king  in  Como,  headquar- 
ters of  the  Mantero  silk  dynasty.  A 
visitor  asks  if  Mantero  really  owns 
everything  behind  this  stretch  of  wall. 
"Oh,  yes,"  he  replies  casually.  "And  I 


own  the  walls  and  towers,  too." 

The  discreedy  walled-in  wealth  of 
Como's  silk  merchants  owes  to  histo- 
ry— and  to  the  silken  noose  they 
wrapped  around  fashion's  throat  in 
the  1970s  and  1980s. 

Designers  like  Armani,  Versace, 
Ralph  Lauren  and  Yves  St.  Laurent 
still  make  the  trek  to  Como  for  its 
moire  prints  and  jacquard  weaves. 
Como's  Taroni  workshop  made  the 
dense  silk  for  Pope  John  Paul  I's 


raincoat.  At  $110  per  meter,  it's 
among  the  highest-priced  fabrics 
around.  "1  am  unique  in  the  world," 
says  Giampaolo  Porlezza,  who  owns 
Taroni.  He's  probably  right. 

Your  mid-1980s  power  tie — and 
anything  else  of  high-priced  silk — 
probably  was  made  of  silk  printed  in 
Como.  Mantero  alone  printed  the 
fabric  for  22  million  neckties  last  year. 
All  told,  some  200  Como  plants  and 
workshops  exported  $1  billion  worth 
of  sUk  fabric.  Bruno  Gentili,  chief 
executive  officer  of  the  house  of  Ratti, 
says  smugly:  "Excuse  me,  but  we  are 
very  rich." 

But  there's  trouble  in  paradiso.  Co- 
mo's silk  shipments  have  fallen  close 
to  10%  in  each  of  the  past  two  years, 
and  they're  still  falling.  In  the  U.S. 
Como  probably  has  lost  a  third  of  its 
business.  The  Como  silk  workshops 
have  laid  off  about  1,000  of  the 
14,400  silk  weavers,  dyers,  designers 
and  printers  who  were  employed  last 
year.  An  additional  1 ,000  or  so  proba- 
bly will  go  by  the  end  of  this  year. 

"Giampaolo  Porlezza  may  produce 
for  the  Pope,  but  there's  only  one 


With  every  forward  step 

into  the  world 

marketplace,  you  expect 

greater  success,  better 

solutions.  Not  a  different 

set  of  problems. 

So  you  look  for  a  global 

communications  partner 

who  has  been  there,  who 

has  managed  cultural, 

compliance,  currency,  and 

language  issues.  One 

company  who  makes  it 

all  happen,  while  you 

take  care  of  the 

business  at  hand. 

BT"  has  a  global 

presence  that  our 

competition  can't  match. 

The  TYMNETP  Global 

Network  (TGN),  with  the 

largest  market  share 

among  U.S.  value-added 

networks,  supports  Global 

Network  Services  (GNS^") 

that  reach  90%  of  the 
world's  business  centers  in 
more  than  100  countries. 
Half  of  Europe's 
multinationals  use 
our  services. 
GNS  links  your 
international  divisions. 
Then  we  monitor  and 
support  those  links  world- 
wide, bill  in  one  currency, 
and  offer  a  p(Jrtfolio  of 
applications-^a  single- 
vendor  solution  that 
makes  your  life  easier 
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Staying  1m  Closer 


When  BT  is  there  for 
your  global  communi- 
cations program,  you  have 
a  consulting  partner  who'll 
help  plan  your  network. . . 
customize  and  simplify. . . 
make  sure  everything 
plugs  in  where  it  should 
at  locations  worldwide. 
Kyou  want,  we'll  manage 
it  end-to-end. 
But  we  know  that 
partnership  goes  beyond 
just  making  things  work. 
It  means  understanding 
your  business  strategies 
and  corporate  culture. . . 
tailoring  solutions  to  meet 
your  challenges,  matching 
our  global  technology  to 
your  local  needs.  Helping 
you  go  further  with  your 

business,  and  stay 

closer  to  your  customers. 

Before  you  take  the  next 

step,  call  1-800872-7654 

(US)  or  1-800^74-7654 

(Canada)  for  more 

information  and  our  (^ing 

Further  Staying  Closer 

brochure. 

Global  Network  Services 

ExpressLANE" 

Frame  Relay 

Videoconferencing 

EDI*Net* 

BT  Messaging  Services 

Electronic  Transaction 

Services 
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Italian  silk 
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Pope,"  says  Claudio  Son\ico,  who 
runs  his  own  family  silk  business  and 
just  stepped  down  as  head  of  the 
Associazione  Serica  Italiana,  the  Ital- 
ian silk  trade  association.  "Everybody 
is  crying." 

High  production  costs,  Korean 
competition  and  a  weak  dollar  all  have 
played  a  part  in  Como's  decline.  But 
do  the  silkmakers  themselves  bear  a 
big  chunk  of  the  blame  for  their 
plight.' 

The  obvious  problem:  "Sticker 
shock,"  says  Jeffrey  Spiegel,  president 
of  Randa  Corp.,  one  of  the  largest 
U.S.  tie  manufacturers.  In  1985  Spie- 
gel bought  40-inch  crepe  de  chine — 
an  inexpensive  silk — for  $10  a  meter. 
Today  Como  charges  $24.  Which  is 
why  Dana  Buchman,  a  Liz  Claiborne 
subsidiary  that  makes  higher-priced 
women's  wear,  doesn't  buy  silk  prints 
from  Como  anymore.  "I  don't  think 
they  can  save  the  silk  business  in 
Como,"  says  Olivia  Spence,  who  is  in 
charge  of  finding  fabric  for  Dana 
Buchman. 

Spence  gets  most  of  Dana  Buch- 
man's  printed  silk  these  days  in  Korea, 
which  in  five  years  has  taken  much  of 
the  market  for  all  but  the  most  luxuri- 
ous silks.  The  crepe  de  chine  that 
Spiegel  pays  $24  a  meter  for  in  Como 
costs  $12.50  in  Seoul.  On  average, 
silk  produced  in  Korea  goes  for  20% 
to  30%  less  than  it  does  in  Italy. 

The  Koreans  may  never  acquire  the 
expertise  to  make  the  crowded  paisley 
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ABOVE;  Riccardo  Mantero 
BELOW:  Giampaolo  Porlezza 
Will  Como  lose  its  grip 
on  silk  as  Lyons  did? 


patterns  of  Como's  artisans,  whose 
skills  are  the  culmination  of  centuries 
of  study  and  love.  But  all  they  have  to 
do  is  buy  Como  patterns.  On  a  recent 
trip  to  Como,  a  Korean  buyer  got  45 
designs  for  $385  each.  His  firm  will 
soon  make  its  own  line  from  the 
patterns. 

The  Koreans  also  haven't  mastered 
the  Como  printing  art,  which  uses  as 
many  as  45  separate  silk  screens — 
stencils  made  of  wire  mesh — to  color 
a  54-inch  swatch  in  perfect  registra- 
tion. That  means  keeping  every  line 


and  curve  distinct  and  every  color 
tighdy  in  its  place.  But  the  Koreans 
are  getting  better  all  the  time.  And  at  a 
mere  $15  a  meter,  "you  close  one 
eye — maybe  two  eyes,"  says  Giuseppe 
Valli,  of  Clerici  Tessuto. 

At  the  Associazione  Serica  Italiana, 
they're  afraid  that  Como's  silk  miracle 
may  fade  away  altogether.  Sonvico 
thinks  he  knows  whose  fault  that  is. 
"We  were  delivering  our  goods  one 
and  two  months  late,  and  we  treated 
the  customer  like  he  was  nothing,"  he 
says.  "We  gave  the  market  to  the 
Koreans  on  a  silver  plate.  It's  a  sad 
story.  I  tell  our  people,  remember 
Lyons!" 

That's  Lyons,  France,  the  object 
lesson  of  Sonvico's  jeremiads  to  the 
cosseted  Comaschi,  as  Como's  inhab- 
itants are  known.  Marco  Polo 
brought  silk  to  Italy,  but  the  industry 
it  promoted  migrated  to  Lyons  in  the 
16th  century,  when  Italian  weavers 
were  lured  north  with  promises  of 
greater  creative  freedom.  But,  as  Son- 
vico tells  it,  the  Lyonnais  grew  fat,  lost 
their  taste  for  hard  work  at  the  loom 
and  let  their  business  slip  away  after 
World  War  II,  when  the  industrious 
Italians  of  Como  reclaimed  their 
long-lost  leadership. 

Antonio  Ratti  did  much  to  propel 
Como  to  its  current  eminence.  He 
started  as  a  scarf  and  tie  designer  in 
1945,  and  later  built  his  own  modern 
mill.  When  expensive  ready-to-wear 
boomed  in  the  1970s  and  1980s, 
Ratti  and  other  silk  producers  who 
had  followed  his  lead  in  modernizing 
were  ready  to  turn  out  more  yardage 
to  meet  the  growing  demand. 

The  modem  Como  silk  mill  still 
uses  silk  from  China  and  still  depends 
on  small  crews  of  expert  artisans, 
many  of  whom  learned  their  trade 
from  their  parents  and  grandparents. 

But  these  artisans  work  on  the  latest 
electronic  equipment.  The  old  looms 
of  their  grandfathers  could  weave  two 
meters  of  silk  fabric  a  day.  The  newest 
Dornier  looms  yield  80  meters  a  day. 
In  the  cucina  colori — the  color  kitch- 
en, where  the  Mantero  plant  mixes 
1,500  shades  a  day — computers  cal- 
culate the  weight  of  dye  in  a  vat  down 
to  0.1  gram.  Until  recendy,  artisans 
did  this  by  eye  and  feel. 

The  explosion  of  Italian  fashion  in 
the  1980s  kept  Como's  new  machines 
humming.  Ratti  Group's  sales  qua- 
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Why  Sit  Behind  A  Desk  When  You 
Could  Be  Driving  A  Pink  Jeep?" 


"Every  day's  an  adventure  when  you're 
driving  tourists  through  these  rugged  Red 
Rocks.  Fortunately,  the  Corporate  Card 
keeps  our  company  running  smoothly." 

Use  it  for  all  your  business  expenses, 
including  gas  and  auto  repairs.  Add  em- 
ployees to  your  account  and  w^e'll  provide 
records  of  their  charges,  too.  It'll  make 
tax  time  easier  Call  1-800-SUCCESS. 

Keep  on  doing  what  you  do  best  and  let 
the  Corporate  Card  do  the  rest. 

To  Your  Success 
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THE  ONLY  NAME  YOU  NEED  10  KNOW 
IN  OFFICE  EQUIPMENT. 
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A  PERSONAL  LASER  PRINTER  WITH 
ALL  THE  FEATURES  YOU  HAVE  IN  MIND. 
AT  A  PRICE  YOU  WONT  MIND  PAYING. 

The  Panasonic*  KX-P4410  laser  printer  makes  it  easy  to  get  the  look  you  want. 

Because  this  PCL  4-compatible  printer  gives  you  28  internal  fonts  to  work  with. 
Plus  a  font  card  slot.  And  the  ability  to  use  all  HP  Laseijet*  and  Lasejet  II  down- 
loadable fonts. 

You  also  get  a  512K  upgradeable  memory.  A  multi-  

purpose  cassette  that  lets  you  print  letter  and  legal -size 
sheets,  plus  envelopes,  without  changing  cassettes. 
And  an  engine  that  zips  out  your  words  at  a  true  5  ppm. 
All,  at  a  singularly  attractive  price. 

The  Panasonic  KX-P4410  laser  printer.  Another 
demonstration  of  our  approach  to  office  automation: 
creating  products  that  do  a  little  more,  and  cost  a  little  less. 

Call  us  for  more  information.  For  printers,  monitors 
and  peripherals,  call  1-800-742-8086;  for  facsimiles, 
copiers  and  typewriters,  1-800-843-0080,  ext.  4016. 
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*  All  other  brand  and  company/product  names  are  trademarks 
or  registered  trademarks  of  their  respective  companies. 
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Italian  silk 


drupled  over  the  course  of  the  decade, 
to  $232  million  in  1990.  The  8  mil- 
lion square  meters  of  silk  fabric  Ratti 
produces  in  a  year  account  for  roughly 
half  its  sales.  Other  textiles  account 
for  the  rest.  The  Ratti  family  owns 
75%  of  the  group.  Shares  representing 
the  25%  public  interest  are  listed  on 
the  Milan  stock  exchange. 

Ratti,  now  76,  is  a  haughty,  beede- 
browed  man  who  can  easily  afford 
such  gestures  as  giving  a  visitor  a  copy 
of  a  metal-bound  coffee-table  book. 
Four  words  on  the  frontispiece — "A 
man,  the  silk" — tell  you  what,  and 
whom,  it's  about.  He  also  can  afford 
the  $5  million  his  foundation  gave 
this  year  to  New  York's  Metropolitan 
Museum  of  Art  for  a  permanent  tex- 
tile exhibit,  to  which  he  plans  to 
devote  all  his  energies  after  1995. 

But  his  marriage  of  technology 
with  art  may  eventually  destroy  the 
Como  it  created.  The  new  $75,000 
Dornier  loom  does  in  Seoul  just  what 
it  does  in  Como.  With  one  big  differ- 
ence. The  weaver  in  Como  costs  his 
employer  $33,000  to  $42,000  a  year, 
up  8%  from  last  year  despite  the  bat- 
tering Como  has  been  taking.  The 
laborer  who  loads  the  trucks  costs  $19 
an  hour. 

This  year  the  powerful  silk  union 
will  settle  for  a  bit  less,  but  don't 
expect  it  to  take  a  cut.  A  4%  pay 
increase  is  set  for  1993. 

None  of  this  is  lost  on  the  Comas- 
chi.  Since  1985  Ratti  has  been  invest- 
ing heavily  in  cultural  exhibits  around 
the  world  to  give  his  name,  largely 
unknown  outside  the  tightiy  knit 
world  of  high  fashion,  the  kind  of 
cachet  that  can  justify  even  higher 
prices. 

Como  came  late  to  the  idea  of  joint 
ventures  in  the  Far  East.  "We  thought 
our  product  was  so  special  that  we 
would  always  have  our  market,"  says 
Sonvico.  Mantero  already  has  ven- 
tures in  Korea  and  China,  and  Ratti  is 
now  looking  toward  the  Orient  as 
well.  For  now,  the  Comaschi  are  sup- 
plying only  machines  and  knowhow, 
and  taking  back  finished  silk. 

One  weaver  who  isn't  worried  is 
Giampaolo  Porlezza,  whose  family 
has  sold  silk  to  nearly  all  the  great 
fashion  designers  of  the  20th  century. 
"Je  suis  artisan,^'  says  the  Lyons - 
trained  silk  master.  "Clients  like  the 
Pope  are  always  there."  ^ 


In  the  name  of  "human  rights,"  Washington's  China 
policies  handicap  U.S.  firms  in  their  efforts  to  land 
business  in  the  world's  most  promising  marketplace. 

Slamming  the 
door 


By  Michael  Schuman 


Many  of  the  same  congressmen  who 
complain  about  the  U.S.'  alleged  lack 
of  international  competitiveness  are 
making  it  difficult  for  U.S.  business  to 
get  a  foothold  in  the  world's  most 
promising  marketplace,  China. 

Not  only  Congress  but  the  White 
House  and  the  State  Department  all 
frown  on  providing  any  kind  of  aid  to 
Beijing.  Our  Export-Import  Bank  has 
a  soft- loan  fiind,  a  war  chest  so  to 
speak,  to  fight  back  with  if  the  foreign 
competition  is  egregiously  unfair.  But 
using  money  from  that  to  support 
firms  trying  to  win  contracts  in  China, 
always  difficult,  is  now  a  definite  no- 
no.  The  reason:  A  lot  of  congressmen 
and  a  lot  of  the  media  are  fixated  on 
the  Tiananmen  Square  massacre  and 
ignore  China's  spreading  economic 
liberalization  and  impressive  eco- 
nomic growth  (FoRBKS,  Sept.  28).  For 
the  last  fiscal  year  nothing  was  allocat- 
ed for  projects  in  China,  out  of  the 
$145.5  million  used  from  the  fiind. 

Our  major  competitors  don't  con- 
fuse morality  with  business.  Japan, 


Canada  and  the  major  European 
countries  may  deplore  political  re- 
pression in  China,  but  not  so  badly 
they  won't  do  business  with  China. 

Doing  business  in  China  has  never 
been  easy.  Consider  the  case  of  the 
M.W.  Kellogg  Co.,  the  Houston- 
based  engineering  firm,  a  division  of 
Dresser  Industries.  Kellogg  lost  a 
chance  to  land  a  Chinese  government 
contract  to  build  a  chemical  fertilizer 
plant  in  Jinxi.  The  reason?  The  French 
and  Italian  governments  promised 
Beijing  $90  million  in  low-interest, 
long-term  loans  to  finance  the  proj- 
ect— on  the  condition  that  French 
and  Italian  companies  get  the  busi- 
ness. The  U.S.  Export-Import  Bank, 
never  given  much  funding  and  reluc- 
tant to  give  any  of  it  to  China, 
couldn't  offer  similar  terms.  M.W. 
Kellogg  lost  out  to  France's  Technip 
and  Italy's  Snamprogetti. 

Not  surprisingly,  M.W.  Kellogg  no 
longer  bids  on  contracts  in  China  if 
competing  against  companies  given 
attractive  loans  by  more  sympathetic 
governments.  "It  doesn't  pay  to  make 
the  effort  if  you  know  you're  going  to 
lose,"  laments  James  Andrews,  an 
M.W.  Kellogg  vice  president. 

Earlier  this  year,  an  international 
agreement  went  into  effect  limiting 
unfair  loans  offered  by  foreign  gov- 
ernments. But  few  U.S.  businessmen 
expect  that  to  solve  the  problem. 

Meanwhile,  some  U.S.  companies, 
such  as  Dorr-Oliver,  have  found  ways 
around  the  roadblocks.  The  Milford, 
Conn,  heavy  processing  equipment 
manufacturer  bids  on  Chinese  con 
tracts  from  its  overseas  subsidiaries, 
using  foreign  soft-loan  accounts.   WM 
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The  competition 
looks  at  the  Citation  VII  two  ways. 


If  you're  not  flying  in  the  Citation  VII, 
you're  probably  flying  below  it  and  behind  it. 

At  550  mph,  the  Citation  VII  is  the 
world's  fastest  midsize  business  jet. 
•    This  improved,  more  powerful  version 
of  the  highly  successful  Citation  III  also 
flies  higher  than  any  other  aircraft  in  its 
class.  Certified  to  51,000  feet,  it  climbs 
direct  to  43,000  feet  and  routinely  cruises 
at  that  altitude  and  above. 

Increased  power  allows  for  cooler 
engine  operation,  resulting  in  less  wear. 


extended  engine  life  and  inaeased 
dispatch  reliability 

The  same  power  offers  greater  mission 
flexibility  especially  on  hot  days  at  high- 
altitude  airports.  For  example,  you  can 
depart  from  Denver  on  a  92°F  day  with 
eight  people  on  board  and  stiU  fly  nonstop 
to  either  U.S.  coast. 

But  as  you  stretch  out  in  the  Citation  VII 
cabin,  you'll  find  it  hard  to  believe  that 
you're  slicing  through  the  air  at  more  than 
nine  miles  per  minute. 


That's  because  the  world's  fastest, 
highest-flying  midsize  jet  is  also  the 
world's  quietest. 

For  more  information,  write 
Gary  W.  Hay  Senior  Vice  President  of 
Marketing,  Cessna  Aircraft  Company, 
P.O.  Box  7706,  Wichita,  KS  67277. 
Orcalll-800-4-CESSNA. 

CitationVn  .^i 


A  Textron  Company 


ON  THE  DOCKEI 


Cincinnati  tried  to  shut  down  its  newspapers' 
competitors.  No  dice,  the  courts  are  saying. 
That's  good  news— as  far  as  it  goes. 

How  about  free 
speech  for 
business,  too^ 


By  David  Frum 

Local  politicians  like  to  keep  the 
streets  tidy — especially  if  the  people 
cluttering  them  are  from  out  of  town. 
So  when  two  national  advertisers  be- 
gan to  place  newsracks  on  Cincinnati 
street  corners,  the  cit}'  council  acted 
prompdy  to  quash  them.  The  upstarts 
sued,  and  their  case.  City  of  Cincin- 
nati V.  Discovery  Network,  will  be 


argued  before  the  U.S.  Supreme 
Court  in  the  next  few  weeks.  If  Cin- 
cinnati loses,  as  it  probably  will,  local 
and  state  governments  will  be  obliged 
to  pay  a  littie  more  respect  to  the  free 
speech  rights  of  businesses. 

Among  the  1,500  to  2,000  news- 
racks  on  the  sidewalks  of  Cincinnati 
are  62  that  belong  to  two  out-of-state 


publishers  of  advertising  catalogs. 
Discovery  Network  and  Harmon 
Publishing  Co.  Discover)'  Network's 
catalog  publicizes  adult  education 
classes.  Harmon's  advertises  local 
houses  for  sale. 

In  1989  both  Discovery  and  Har- 
mon asked  for  and  received  permits  to 
put  up  their  newsracks  at  downtown 
street  corners,  subject  to  the  usual 
regulations  against  obstructing  traffic 
and  so  on.  But  the  next  year  the  city 
changed  its  mind.  In  February  1990 
Cincinnati's  council  voted  to  deny 
newsrack  permits  to  ever^'body  except 
"publications  primarily  presenting 
coverage  of,  and  commentary  on, 
current  events." 

According  to  the  city's  law^^ers,  the 
council  was  motivated  by  a  desire  to 
enhance  the  beauty  and  safety  of  Cin- 
cinnati's streets.  Ideally,  the  city 
claims,  it  would  have  liked  to  ban  all 
newsracks.  Unfortunately,  newspaper 
newsracks  are  protected  by  the  First 
Amendment.  So  it  settled  for  banning 
the  3%  of  newsracks  that  belong  to  the 
local  newspapers'  competitors. 

Discovery  and  Harmon  decided 
that  they  had  First  Amendment  rights 
too,  and  sued.  They  won  at  the  U.S. 


The  New  Jeep  Grand  Wagoneer 

Now  the  brand  of  vehicles  known  for 
taking  you  to  some  of  the  world's  most 
beautiful  locations  brings  you  one  more:  the 
interior  of  the  new  Jeep  Grand  Wagoneer. 

This  luxurious  environment  features 
amenities  such  as  rich  leather-trimmed 
power  seats,  a  premium  six-speaker  stereo 
system,  an  exclusive  standard  driver's  side 
air  bag,  and  a  sophisticated  Automatic 
Temperature  Control  system. 

For  further  information  about  Jeep 
Grand  Wagoneer,  call  1-800-JEEP-EAGLE. 
i^j^        You'll  get  a  beautiful  location. 
"" And  chances  are,  the  view  outside 
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will  be  pretty  nice  too. 

There's  Only  One  Jeep! 

A  Division  of  the  Chrysler  Corporation. 


«M6P, 


See  limited  warranties,  restrictions,  and  details  at  dealer.  Jeep  is  a  registered 
trademark  of  Chrysler  Corporation. Buckle  up  for  safety. 


district  court  level,  and  then  in  Octo- 
ber 1991  in  the  Court  of  Appeals  for 
the  Sixth  Circuit.  There,  Judge  Dan- 
ny Boggs  laid  out  a  new  and  broad 
conception  of  corporate  free  speech. 

Cincinnati  had  argued  that  com- 
mercial speech  "enjoys  a  limited  mea- 
sure of  First  Amendment  protection, 
commensurate  with  its  subordinate 
position  in  the  scale  of  First  Amend- 
ment values,  and  is  subject  to  modes 
of  regulation  that  might  be  impermis- 
sible in  the  realm  of  noncommercial 
expression."  Judge  Boggs  replied 
that  commercial  speech's  position  on 
the  constitutional  totem  pole  is  not 
quite  so  low  as  Cincinnati  thinks. 

Reading  the  Supreme  Court's  past 
corporate  free  speech  decisions. 
Judge  Boggs  found  that  advertise- 
ments had  been  deprived  of  the  pro- 
tection of  the  First  Amendment  only 
if  the  advertisement  was  somehow 
misleading,  or  if  the  advertisement 
directly  caused  some  social  harm — as, 
for  example,  the  placards  advertising 
dirty  movie  houses  do  by  causing 
neighborhoods  to  deteriorate. 

It's  troublesome,  though,  that 
Harmon  and  Discovery  had  to  base 
their  case  on  freedom  of  speech.  Be- 


Discover  Network  newsrack 

on  Cincinnati  street  corner 

Monument  to  corporate  free  speech. 


fore  the  1930s,  the  courts  would  have 
been  likely  to  treat  Cincinnati's  ordi- 
nance as  a  violation  of  the  14th 
Amendment  guarantee  of  equal  pro- 
tection of  the  laws,  or  perhaps  of  the 
14th  Amendment's  declaration  that 
liberty  and  property  rights  cannot  be 
abridged  without  due  process  of  law. 
But  the  economic  bits  of  the  Con- 


stitution were  snipped  out  of  the 
parchment  under  the  New  Deal.  For 
instance,  the  famous  Carolcne  Prod- 
ucts decision  of  1938  held  that  just 
about  any  economic  regulation 
would  be  deemed  constitutional  so 
long  as  it  had  a  "rational  basis."  Since 
then,  claims  that  economic  rights 
have  been  violated  have  been  forced, 
as  Professor  Richard  Epstein  of  the 
University  of  Chicago  says,  "to  mi- 
grate to  areas  of  higher  constitutional 
scrutiny." 

Claim  that  your  economic  rights 
have  been  violated,  and  you  almost 
certainly  lose  in  court;  claim  that  your 
free  speech  rights  have  been  violated, 
and  you  may  well  win.  Result:  Eco- 
nomic rights  claims  get  tarted  up  as 
free  speech  claims.  A  nice  tactic,  and 
one  that  will  probably  protect  the 
Discovery  Network  and  Harmon 
from  unfair  treatment  in  Cincinnati. 

But  what  happens  if  Cincinnati 
next  time  chooses  to  close  down,  not 
an  advertiser,  but  an  out-of-state  ce- 
ment company  or  fast-food  chain?  So 
long  as  the  Constitution's  economic 
liberty  clauses  are  treated  as  null  and 
void,  the  next  victim  will  probably  be 
out  of  luck.  ^M 


Curt  Bradbury  made  himself  unpopular  around 
Little  Rock,  but  he  saved  his  boss'  investment 
and  spared  the  taxpayers  yet  another  bank  bailout. 

Make  mine 
Styrofoam 


By  Claire  Poole 

Around  Worthen  Banking  Corp.'s 
Little  Rock  headquarters,  it's  known 
as  "the  Styrofoam  cup  story." 

In  1985,  shortly  after  Curt  Brad- 
bur}^  was  brought  in  to  rescue  the 
troubled  bank,  a  woman  in  a  starched 
white  uniform  wheeled  a  cart  into  his 
14th-floor  office.  She  placed  a  china 
cup  and  saucer  on  his  desk  and  poured 
coffee  from  a  silver  pot. 

"What's  this.>"  demanded  Brad- 
bury, then  just  35. 

"Morning  coffee,  sir,"  she  replied. 

"This,  for  a  broke  bank,"  muttered 
Bradbury.  He  told  the  woman  to  take 
it  back  and  return  with  coffee  in  a 
foam  cup. 

Today,  though  Worthen  is  no 
longer  a  busted  bank,  Bradbury's 
morning  coffee  still  comes  in  foam 
cups.  Problem  loans  at  the  $2.7  bil- 
lion (assets)  Worthen  Banking  Corp. 
are  under  2%  of  total  loans,  from  over 
8%  at  the  bank's  worst  in  1987. 
Worthen  earned  almost  $23  million 
aftertax  last  year,  or  $2.09  a  share, 
representing  a  return  of  1 7%  on  stock- 
holders' equity,  compared  with  a  $4.7 
million  loss  in  1987. 

The  improvement  continues. 
Worthen  made  $14  million  in  the  first 
six  months  of  this  year,  or  $1.19  a 
share,  and  this  July  the  board  ap- 
proved a  5-cent-per-share  dividend, 
its  first  since  dividends  were  suspend- 
ed in  1985.  Worthen's  shares  are  up 
from  4  in  1987  to  a  recent  21^2. 

And  the  near- billionaire  Stephens 
family  of  Litde  Rock,  which  owned 
20%  of  the  bank's  3.4  million  shares 
back  then,  are  feeling  much  better.  In 
1985  they  sent  Bradbury  from  Ste- 
phens Inc.'s  corporate  finance  depart- 
ment to  straighten  out  the  mess.  The 
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Worthen  Banking  Corp.'s  Curt  Bradbury 
"i  thought  it  might  be  terminal." 


big  clinker  was  a  $52  million  unse- 
cured repurchase  agreement  by 
Worthen's  Little  Rock  bank  with  Bev- 
ill,  Bresler  &  Schulman  of  Livingston, 
N.J.,  a  big  dealer  in  government 
bonds.  The  deal,  made  on  behalf  of 
one  of  the  bank's  institutional  cus- 
tomers, was  signed  just  days  before 
BBS  filed  for  bankruptcy  and  was  shut 
down  by  the  regulators. 

While  Bradbury  was  pleased  that  he 
had  been  picked,  he  knew  what  he  was 
getting  into.  "I  went  home  feeling 
nauseous,"  he  remembers. 

The  Office  of  the  Comptroller  of 
the  Currency  demanded  that  the  bank 
charge  off  the  $52  million.  Impossi- 
ble: The  bank  had  only  $55  million  in 


capital,  the  holding  company  $120 
million.  Worthen's  insurance  covered 
only  $20  million  of  the  loss. 

Bradbury  called  Jackson  Stephens 
in  Augusta,  Ga.,  where  Stephens  was 
attending  the  Masters  golf  tourna- 
ment. He  had  bad  news.  Cough  up  or 
shut  down  was  the  burden  of  his 
message.  Stephens  wrote  a  check  for 
$32  million  as  a  temporary  loan. 

Bradbury  eventually  recovered  $45 
million  of  the  $52  million  and  repaid 
Stephens  with  proceeds  from  a  rights 
offering,  but  then  loans  started  going 
bad  all  over  the  place.  By  1987 
Worthen  still  had  $120  million  in  net 
loan  losses  and  only  $74  million  in 
capital.  "I  still  thought  it  might  be 
terminal,"  he  says. 

The  only  solution  was  radical  sur- 
gery. Problem  loans,  mosdy  real  es- 
tate, were  foreclosed  and  the  assets 
sold  quickly.  Lending  was  restricted 
to  strong  existing  customers.  Offices 
in  New  York,  Los  Angeles  and  the 
Bahamas  were  closed.  Overall,  Brad- 
bury cut  costs  by  $20  million  a  year. 

Local  people  lost  their  jobs  and 
properties,  and  Bradbury,  now  43, 
became  one  of  the  most  unpopular 
men  in  town.  But  the  slashing 
worked.  By  year-end  1988,  Worthen 
turned  a  $10  million  profit.  The  bank 
was  saved  from  the  consequences  of  a 
government  bailout. 

And  then  Bradbury  set  about 
building  it  up  again — this  time  more 
carefijlly.  He  expanded  by  acquiring 
branches  from  other  banks.  Now 
pending  is  a  merger  with  $700  million 
(assets)  Union  of  Arkansas,  an- 
nounced in  June,  that  will  make 
Worthen  far  and  away  the  biggest 
bank  in  Arkansas.  This  merger  butts 
Worthen  against  the  Arkansas  limit 
that  no  bank  may  hold  more  than  1 5% 
of  deposits  in  the  state.  So  Bradbury  is 
scouting  targets  in  neighboring  Mis- 
sissippi, Louisiana,  Oklahoma  and' 
Tennessee. 

No  longer  is  Curt  Bradbury  the 
most  disliked  man  in  Little  Rock,  and 
his  stock  stands  high  with  Jackson 
Stephens;  through  Stephens  Inc.  and 
trusts,  the  family  now  holds  around 
35%  of  Worthen's  stock,  worth  over 
$90  million — stock  that  might  have 
been  worthless  without  Bradbury's 
willingness  to  drink  out  of  plastic 
foam  cups  and  take  tough,  unpopular 
measures.  IB 
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Are  your  PCs  holding  you  back? 


Our  motto. 


^urprisingly,  over  80%  of  PCs  in  American  industry  are 
poperating  at  a  fraction  of  their  capacity.  They're 
i)erfornfiing  just  one  task  at  a  time;  requiring  users  to  work 
n  an  unnatural  fashion. 

And  that  means  the  workers  using  them  are  operating 
it  less  than  their  peak  productivity  These  days,  American 
jusiness  can't  afford  that. 

While  other  software  companies 
lave  decided  the  solution  is  to  change 
he  way  60  million  users  work,  we 
tarted  from  the  premise  that  a 
productivity  increase'  that  required  a 
najor  investment  of  time  and  money  was  an  oxymoron. 
For  instance,  DESQview,  our  multitasking  windowing 
nvironment  allows  users  to  run  several  of  their  favorite 

programs  side-by-side,  saving 
time  and  making  the  process  of 
working  more  natural  and  fluid. 

I    Microsoft  Windows  does  many 

"^^^9^31    of  the  same  things,  but  it  does  so 
^^^^^g|    by  putting  an  enormous  burden 
■-^^^■1    on  the  computer  itself.  Many 
JbSSSSI    users  are  forced  to  replace  most 
'    of  their  hardware  and  much  of 
their  software  just  to  use  it. 
That's  clearly  counter-produc- 
tive. Seriously  How  many 
ninutes  a  year  would  a  user  need  to  save  to  pay  back  an 
.  \  estment  of  $1,500  -$2,200  in  new  hardware  and  software? 
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DESQview  sells  for  under  $200  and  pays  for  itself  quickly 

Memory  limits  are  another  weaJmess  in  many  PCs. 
QEMM-386  makes  virtually  all  the  computer's  memory 
available  to  productivity  programs  while  allowing  room 
for  network  software,  TSRs       ii.  :^iii^^i#i 
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and  new  utilities  like  CD- 
ROM  drivers.  Microsoft  DOS 
5  does  some  of  the  same 
things,  but  less  effectively 

Our  QEMM  works  with 
and  improves  MS-Windows 
and  every  DOS  from  3.0  to 
5.0.  It's  the  best  selling 
software  utility  in  the  world. 

Our  new  DESQview/X 
smoothly  brings  PCs  togeth- 
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QEMM  has  won  more  awards  than 

all  other  memory  managers 

put  together. 


DESQview  multHasks  and 
windows  programs  on  the  PC: 
naphics  or  text,  DOS  or  Micro- 
soft Windows— side-by-side. 


er  with  high-end  workstations  under  the  X-Windows 
standard.  You  can  stop  using  PCs  to  do  things  they're  not 
good  at.  Choose  the  best  computer  for  each  task  and  run  it 
from  your  own  PC. 

We  think  our  approach 
is  more  sensible.  Millions 
of  users  apparently  do  too. 
We  simply  add  produc- 
tivity to  the  computers 
you  already  have.  Perhaps 
you  should  look  into 
Quarterdeck  products  for 
your  company's  PCs. 
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DESQview/X  is  a  new  breakthrough  that 

allows  computers  throughout  your 

enterprise  to  work  together  smoothly. 


©1992 Quarterdeck  Office Syslems.  rc  Wwk  An.ilvsl\  C  hoiii-  Lhru,  ©IWI,  Zill  CommunjciUuns  Ccimp,iriv  I'C  IVtck  is.i  ri-sMtral  Ir.iJcm.iik  ,iiij  IIh-  TC  Witk  Aii.iK,l\  du.iCf  lop.  is  .i  lr.Hlmi.uk  nl  llii>  /iH-D.n  h  I'ubljsliuiB  tiimprim  Ullicr  tr.ulem.irk-  ,ire  property  ol  llmr  ri^pccliw 

For  more  information,  contact  Quarterdeck  at  (800)  582-7486,  Ext.  7F1.  Or  see  your  software  dealer: 


Will  your  broker  soon  be  pushing  securities  backed  by  a 
pool  of  Banc  One's  student  loans  or  by  Coca-Cola's 
accounts  receivable?  Wall  Street  sure  hopes  so. 

Wall  Street  R&B 


By  Dana  Wechsler  Linden 
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Within  six  months  the  Securities  & 
Exchange  Commission  is  expected  to 
liberalize  its  regulations  governing  as- 
set-backed securities — opening  the 
door  for  Wall  Street  to  create  a  whole 
new  range  of  brokerage  products. 

The  asset- backed  market  is  already 
pretty  huge.  Last  year  The  Street  sold 
$299  billion  of  these  securities — most 
of  which  were  backed  by  pools  of 
home  mortgages.  That  was  more  than 
the  combined  total  of  all  equity  ($76 
billion)  and  traditional  debt  ($208 
billion)  sold  by  corporations  last  year. 

Now  Wall  Street's  huge  machine, 
hungry  for  new  products  to  tempt 
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investors,  expects  this  market  to  get 
bigger.  Federal  rules,  on  the  books 
since  1940,  allow  only  loans  made  for 
the  purchase  of  goods  and  services  to 
be  pooled,  turned  into  securities  and 
sold  on  the  public  market. 

That  means  things  like  mortgages 
and  boat  and  auto  loans  can  be  securi- 
tized  and  sold  in  public  offerings — 
along  with  credit  card  receivables 
from  purchases.  Credit  card  receiv- 
ables from  cash  advances  and  general 
corporate  loans  have  been  off  limits. 

What's  the  new  SHC  view?  That  the 
old  rules  are  arbitrary  and  that  Wall 
Street  should  be  able  to  do  public 


offerings  of  all  kinds  of  securitized 
assets,  including  credit  card  cash  ad- 
vances, bank  loans  to  small  business- 
es, even  student  loans.  "You  could 
potentially  securitize  anything  on  the 
left:  side  of  a  bank's  balance  sheet," 
says  Bruce  Rigione,  managing  direc- 
tor of  Chase  Securities  Inc. 

These  new  "products"  will  face  few 
SEC  requirements,  other  than  having 
to  get  a  rating  from  private  rating 
agencies. 

Wall  Street  is  licking  its  chops.  "It's 
hig^''  whispers  a  managing  director  of 
a  large  investment  bank,  demanding 
anonymity  because,  he  explains,  "ev- 
erything we're  doing  is  proprietary  at 
this  point — it's  all  r&d."  By  some 
estimates,  the  relaxed  rules  will  make 
possible  a  new  $50  billion  market  that 
should  generate  at  least  $100  million 
in  annual  fees.  Banks  will  benefit,  too. 
They'll  originate  more  loans  for  Wall 
Street  packagers — without  tying  up 
their  own  capital. 

However,  there  are  problems. 
Mortgages  can  be  pooled  into  large, 
homogeneous  groups,  enabling  their 
prepayment  and  default  risks  to  be 
analyzed  statistically  and  swiftly  by 
computer.  But  turning  pools  of  small 
business  loans  into  securities  is  not  so 
simple.  Every  small  business  loan  is  a 
different  animal.  Some  have  fixed  in- 
terest rates,  some  floating,  and  those 
that  float  are  tied  to  different  indexes. 
Credit  histories  and  types  of  collateral 
vary  widely,  and  creditworthiness  is 
difficult  to  assess.  Analyzing  the  over- 
all credit  risk  of  a  pool  of  500  small 
business  loans  is  no  easy  matter. 

The  accounts  receivable  of  large 
corporations,  from  Coca-Cola  to 
Revlon  to  IBM  are  better  bets  for  early 
securitization.  Even  though  large 
companies  extend  credit  to  thousands 
of  different  customers,  these  loans 
have  a  lot  in  common,  since  the  com- 
panies impose  uniform  credit  stan-. 
dards  on  most  accounts.  Statistics 
capturing  the  payment  history  of  the 
receivables  are  easy  to  come  by,  too. 

Individual  investors  would  do  well 
to  wait  a  bit  before  biting  at  these  new 
products  when  they  are  offered.  SKC 
regulations  that  govern  mutual  funds 
and  protect  investors  against  abuses 
like  self-dealing  by  issuers  and  manag 
ers  don't  apply  to  the  securitized  mar 
ket.  There  could  be  abuses.  Don't  be 
the  first  on  your  block  to  try  one.  Hi 
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Consistent  service  quality  and  far-sighted  strategic 
thinking  are  the  foundations  of  Credit  Suisse's  inter- 
national success.  As  the  oldest  of  Switzerland's 
three  big  banks,  we  are  totally  committed  to  the  solid 
traditional  values  for  which  Swiss  banking  is  famous. 


But  our  activities  extend  far  beyond  Switzerland. 
Credit  Suisse,  in  partnership  with  CS  First  Boston 
Group,  Inc.,  is  one  of  the  world's  premier  financial 
services  groups.  We  operate  effectively  in  every 
market,  offering  expert  service  with  a  global  horizon. 


We  do  more  to  keep  you 
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Two  days  after  they  took  their  company  public, 
John  Egartand  David  Soderquist  found  themselves 
under  attack— from  their  investment  banker. 

Blade  mumer 


By  Elizabeth  Comte 


First  Team  Sports  founders  David  Soderquist  (left) 

and  John  Egart  on  Ultra-Wheels  in  Santa  Monica 

Learning  to  ran  a  public  company  was  as  treacherous  as  learning  to  skate. 


In  1985  John  Egart  was  a  sales  rep 
hawking  sports  shoes  and  equipment 
for  Germany's  Adidas  in  the  Minne- 
apolis area.  His  friend  and  golfing 
partner  David  Soderquist  was  plow- 
ing the  same  turf  as  a  rep  for  Amer 
Sport,  a  Finnish  maker  of  hockey 
skates.  Neither  man  liked  working  for 
bosses  who  were  4,000  miles  away. 
They  dreamed  of  being  their  own 
bosses.  But  bosses  of  what? 

As  they  sold  their  skates  and  shoes 
to  local  sporting  goods  dealers,  Egart 
and  Soderquist  began  to  notice  a  new 
kind  of  roller  skate:  in-line  skates, 
with  the  wheels  mounted  on  blades, 
like  ice  skates.  The  idea  wasn't  really 
new;  in-line  skates  had  been  a  fad  in 
the  1860s  (Forbes,  Sept.  14). 

But  an  upstart  Minneapolis  compa- 
ny named  RoUerblade,  Inc.  had  recy- 
cled the  concept  and  was  beginning  to 
sell  a  lot  of  skates. 

As  they  talked  to  sporting  goods 
buyers,  however,  Egart  and  Soder- 
quist heard  an  interesting  refrain: 
RoUerblade  was  falling  behind  on  de- 
liveries and  raising  prices  arbitrarily. 
In  the  buyers'  opinion,  RoUerblade 
needed  some  competition. 

The  pair  took  out  second  mort- 
gages on  their  homes,  tapped  family 
and  friends,  raised  $380,000  in  start- 
up capital  and  found  a  manufacturer 
in  Taiwan  to  make  their  skates.  In 
early  1986  they  started  calling  on 
their  old  Adidas  and  Amer  Sport  ac- 
counts, offering  their  Ultra-Wheels 
line  at  about  1 5%  less  than  compara- 
ble RoUerblade  models. 

By  1987  First  Team  Sports  had 
been  in  business  two  years  but  was  still 
losing  about  $20,000  monthly  on 
sales  of  $65,000.  Egart  and  Soder- 
quist, who  had  taken  no  salaries,  were 
starting  to  worry  about  losing  their 
homes  and  their  business. 

At  the  eleventh  hour,  their  banker 
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put  them  in  touch  with  Carey  Schu- 
macher, a  Minneapolis  businessman. 
Schumacher  introduced  them  to  a 
local  underwriter,  Hayne,  Miller  & 
Swearingen,  Inc.  Wesley  Hayne,  a 
principal  at  Hayne,  Miller,  agreed  to 
sell  70%  of  First  Team  to  the  public  for 
$2.6  million.  The  deal  was  completed 
on  Oct.  2,  and  the  check  for  the 
proceeds  arrived  on  Oct.  19,  the  day 
the  market  crashed. 

"Carl  Lewis  couldn't  have  beaten 
us  to  the  bank,"  says  Soderquist.  "We 
never  thought  Hayne,  Miller  would 
go  through  with  the  deal."  But  two 
days  after  the  check  cleared,  Wesley 
Hayne  and  Schumacher  proposed 
merging  First  Team  with  an  insolvent 
fishing  tackle  and  gun  distribution 
company.  Sensing  a  ploy  to  take  First 
Team  away  from  them,  Soderquist 
and  Egart  said:  No  way. 

Pretty  soon,  rumors  began  circulat- 
ing around  Minneapolis  that  Egart 
and  Soderquist  were  blocking  a  deal 
that  would  have  profited  stockhold- 
ers. Friends  and  family  members  who 
had  bought  the  stock  demanded  ex- 
planations. "One  of  my  relatives  said 
he'd  heard  we  were  skimming  off  the 
company,"  says  Soderquist. 

Then,  in  January  1988,  Hayne  and 
Schumacher  pounced.  They  launched 
a  proxy  fight  to  push  the  merger 
through,  which  likely  would  have 
ousted  Egart  and  Soderquist.  Five 
months  and  $60,000  in  legal  fees 
later,  Egart  and  Soderquist  beat  back 
the  challenge.  But  they  had  lost  valu- 
able time. 

Egart  and  Soderquist  now  turned 
to  getting  some  attention  for  their 
product  in  a  market  where  the  name 
Rollerblade  was  synonymous  with  in- 
line skates.  They  decided  hockey 
great  Wayne  Gretzky,  of  the  Los  An- 
geles Kings,  would  be  the  perfect 
endorser.  But  how  could  little  First 
Team  afForel  Gretzky,  who  made  up 
to  $500,000  a  year  per  endorsement.^ 

Solution:  Offer  Gretzky  a  piece  of 
the  action.  Gretzky  agreed  to  take  just 
$100,000  a  year  in  cash,  plus  options 
to  buy  100,000  shares  of  First  Team 
stock  (then  trading  at  $1.12  a  share), 
plus  a  small  percentage  of  sales  of  his 
signature  line.  More  recently.  First 
Team  has  signed  similar  endorsement 
deals  with  hockey  star  Bret  Hull  and 
Olympic  figure  skating  gold  medalist 
Katerina  Witt. 
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Give  your  mind  its  morning  workout.  Tune  to  Morning  Edition*  with  —  ^ 

Bob  Edwards  and  shower  your  brain  with  everything  from  the  state  of  the  world  to^& 
the  state  of  the  arts.  It's  where  millions  of  Americans  wake  up  every  morning. 
For  the  NPK  station  near  you,  call  National  Public  Radio  at  202-822-2323. 

National  Public  Radio's  Morning  Edition 

Morning  Edilion  and  NPR  are  registered  trademarks  of  National  Public  Radio. 


Endorsers 
Wayne  Gretzky 
and  Katerina  Witt 
Taking  stock. 


First  Team  now  turns  out  a  full  line 
of  in-line  Ultra-Wheels  skates  priced 
just  below  Rollerblade's  models,  sell- 
ing through  mass  retailers  like  Dayton 
Hudson's  Target  Stores.  Prices:  $79 
to  $349.  With  15%  to  20%  of  the  U.S. 
market.  First  Team  ranks  second  after 
RoUerblade  (now  owned  by  Benet- 
ton), with  about  60%. 

In  the  fiscal  year  that  ended  Feb. 
28,  First  Team  earned  $1.9  million 
(53  cents  a  share),  on  sales  of  $27 
million,  a  29%  increase  over  fiscal  year 
1991 .  This  year  First  Team's  earnings 
should  climb  to  78  cents  a  share  on 
sales  of  $42  million,  says  Steven 
Crowley,  an  analyst  at  Craig- Hallum, 
Inc.  in  Minneapolis.  First  Team's 
o-t-c-tradedstock,  sold  to  the  public 
in  1987  for  $1.50  a  share,  recendy 
traded  at  9%.  Soderquist,  now  43, 
and  Egart,  42,  have  sold  about  one- 
third  of  their  original  stock,  but  each 
still  owns  stock  worth  $3  million. 

The  in-line  skating  fad  will  eventu- 
•  ally  fade  again,  as  it  did  a  century  ago, 
but  Soderquist  is  counting  on  a  long 
run  for  it.  "In-line  skating  is  the  new 
form  of  roller-skating,  and  even  in  a 
slow  year,  millions  of  roller  skates 
used  to  be  sold,"  he  says.  ^ 
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UP  &  COMERS 


In  1980  Lee  Roy  Mitchell  sold  his  movie  theaters  and  hit 
the  road.  Pretty  soon  he  was  back  in  business. 

Dollar  house 
Mitchell 


By  Lisa  Gubemick 


Cinemark  U.S.A.'s 
Lee  Roy  Mitchell 
Cheap  tickets 
and  lots  of 
popcorn. 


Lee  Roy  Mitchell  tried  to  retire  12 
years  ago.  Mitchell,  then  43,  sold  his 
80-screen  southwestern  movie-the- 
ater chain  for  just  over  $12  million  to 
theater  mogul  Henry  Plitt  and  took 
ofFin  a  motor  home  with  his  new  wife, 
Tandy,  on  an  extended  tour  of  Ameri- 
ca. What  he  found  was  an  irresistible 
business  opportunity  that  became  a 
highly  lucrative  second  career. 

While  he  and  Tandy  motored 
through  one  small  town  after  anoth- 
er, Mitchell  noticed  something  was 
missing.  "There  were  no  more  drive- 
ins,"  he  says.  Mitchell,  whose  father 
had  run  a  drive-in  in  Ennis,  Tex., 
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knew  that  outdoor  picture  shows 
were  a  cheap  way  for  families  to  go  to 
the  movies.  Their  demise,  Mitchell 
figured,  left  a  lot  of  families  priced  out 
of  moviegoing. 

So  just  months  after  selling  out  of 
the  theater  business,  Mitchell  bought 
back  in.  He  acquired  three  theaters  in 
Salt  Lake  City  for  $1  million  and 
reopened  two  as  second-run  "dollar 
houses" — theaters  that  charged  $1  to 
see  films  that  hadn't  yet  appeared  on 
videotape. 

The  dollar  houses  proved  quite 
profitable.  True,  Mitchell  keeps  only 
about  65  cents  of  every  $1  ticket  he 


sells,  as  against  $3  for  every  $6  ticket 
at  a  first-run  theater  (the  film  distribu- 
tor gets  the  balance).  On  the  other 
hand,  he  puts  the  theaters  in  lower- 
rent  districts  and  in  the  less  expensive 
suburban  malls.  The  cheap  tickets 
attract  plenty  of  customers,  many  of 
whom  buy  high-margin  popcorn,  soft 
drinks  and  candy.  The  combination  of 
low  rents  and  decent  revenues  adds  up 
to  a  healthy  bottom  line. 

Mitchell  built  more  dollar  houses, 
and  more.  He  now  owns  358  screens 
in  dollar-house  multiplexes  across  the 
country,  making  him  one  of  the  na- 
tion's biggest  operators  of  discount 
theaters. 

But  as  Mitchell  expanded  his  dol- 
lar-house empire,  he  came  across  sites 
that  were  too  expensive  to  support  a 
dollar  house  but  which  could  support 
a  first- run  movie  theater,  with  its 
higher  revenues.  Loath  to  pass  up  an 
opportunity,  Mitchell,  who  still 
owned  some  first- run  theaters  from 
his  early  days,  began  building  a  first- 
run  chain  as  well. 

The  first- run  chain  is  today  bigger 
than  his  dollar-house  chain.  Mitch- 
ell's privately  held  Cinemark  U.S.A., 
Inc.,  based  in  Dallas,  operates  a  total 
of  996  screens  in  25  states.  Now  the 
sixth-largest  theater  chain  in  the  U.S., 
Cinemark  earned  $3.7  million  last 
year  on  revenues  of  $164  million. 

Success  in  the  movie -theater  busi- 
ness, says  Mitchell,  depends  critically 
on  keeping  a  close  eye  on  costs.  In 
this,  he  says,  the  theater  business  is 
like  selling  cars,  something  he  did  as  a 
young  man. 

"In  the  car  business  you  make  your 
money  on  how  close  you  trade,"  he 
says.  "You  don't  make  your  money 
selling,  you  make  your  money  on  how 
well  you  buy." 

In  acquiring  and  building  Cine- 
mark's  first-run  theaters,  Mitchell  re- 
fiised  to  get  into  bidding  wars  for  the 
most  desirable  locations,  and  he  in- 
sisted on  using  inexpensive  materials 
when  building  and  renovating  his 
theaters.  Thus  during  the  early  and 
mid-1980s  competitor  Cineplcx 
Odeon  was  paying  $12  to  $20  rem 
per  square  foot  for  its  new  multi 
plexes.  Mitchell's  average  cost  was  $8 
to  $11  a  square  foot.  "I  couldn't 
figure  out  how  they  |C'incplc\ 
Odeon]  were  going  to  make  am 
money    like    that,"    says    Mitchell 
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For  all  of  you  who  would  really  rather  spend  your  time  living  than  investing, 
the  Selected  family  of  no-load  mutual  funds  can  help. 

You  see,  with  professionals  managing  your  investments,  you  save  time.  And 
without  any  sales  charges,  you  also  save  money  So  call  toll-free  for  our  prospectus 
with  more  complete  information,  including  management  and  12b-l  fees  and 
expenses,  and  please  be  sure  to  read  it  carefully  before  you  invest. 

The  Selected  Funds.  Today's  simple  way  to  invest. 
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When  you're  away  from  your  office 
we  bring  your  office  to  you. 


Today  you  can  carry  a  phone  in  your  shirt  pocket,  keep 
a  computer  in  your  briefcase,  even  send  a  fax  from  your  car. 

Ameritech  is  at  the  forefront  of  this  personal 
communications  revolution.  Since  we  built  the  world's 
first  commercial  mobile  telephone  network,  we've  become 
the  largest  operator  in  the  Great  Lakes  region.  With  every- 
thing from  messaging  and  paging  to  information  access,  we're 
providing  people  with  new  freedom  and  mobility. 

We're  preparing  for  the  future,  too.  This  year  we're  con- 
ducting one  of  the  most  comprehensive  personal  communica- 
tions services  ( PCS)  trials  in  the  nation.  Our  PCS  technology 
will  utilize  our  existing  network  and  allow  portable  phones 
to  be  smaller,  lighter  and  less  expensive.  Also,  we  are  pur- 
suing new  digital  technology  with  the  potential  for  fifteen 
times  more  capacity  than  current  cellular  systems. 


At  work,  at  home,  and  on  the  move,  we're  connecting 
our  customers  with  tomorrow  and  our  shareowners  with 
financial  opportunity.  In  fact,  we've  already  outperformed 
the  other  regional  communications  companies  in  return 
to  equity  eight  years  in  a  row. 

For  a  copy  of  our  Annual  Report  or  related  financial  pub- 
lications, call  Ameritech  Investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameritech  are: 
Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell 
Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development 
Ameritech  Information  Systems  •  Ameritech  International 
Ameritech  Mobile  Communications  •  Ameritech  Publishing 
Ameritech  Services  •  The  Tigon  Corporation. 
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Connecting  You  With  Tomorrow  . 


(They  didn't:  Cineplex  Odeon  lost 
over  $200  million  in  1990  and  1991 
and  is  only  now  making  a  comeback 
by  getting  its  overhead  back  under 
control— 5-^^  Forbes,  July  20.) 

Cinemark's  recent  growth  has  been 
financed  with  bank  debt  and  cash 
flow.  However,  Mitchell  got  an  early 
boost  fi-om  a  $5  million  investment  by 
a  Mississippi -based  real  estate  devel- 
oper named  Paul  Broadhead. 

Early  this  year  Broadhead  decided 
to  cash  out  part  of  his  50%  stake. 
Mitchell  considered  taking  the  chain 
public  to  raise  the  cash  to  buy  out  his 
partner,  but  the  market  for  theater 
chain  stocks  was  dead. 

Instead  of  selling  stock,  Mitchell 
went  to  the  public  debt  market.  In 
June,  Bear,  Stearns  issued  $125  mil- 
lion worth  of  Cinemark  junk  bonds 
paying  12%.  Mitchell  used  $65  mil- 
lion of  the  proceeds  to  pay  down 
Cinemark's  credit  line  and  another 
$20  million  to  buy  out  45%  of  Broad- 
head's  one-half  interest  in  the  compa- 
ny. The  remaining  $35  million  will  be 
used  for  expansion. 

Mitchell  now  owns  65%  of  the 
company,  a  stake  worth  at  least  $68 
million,  net  of  debt,  if  Cinemark  is 
valued  at  five  times  last  year's  $40 
million  cash  flow.  On  top  of  this, 
Mitchell  paid  himself  more  than  $1 
million  last  year,  more  than  double 
what  his  peers  made  at  comparable 
chains,  such  as  AMC  Entertainment 
and  Carmike  Cinemas.  Not  bad  for  a 
second  career. 

Like  many  American  business  peo- 
ple, Mitchell  thinks  the  hottest  terri- 
tory for  expansion  is  in  Mexico,  where 
most  movie  theaters  are  in  an  extreme 
state  of  disrepair.  Until  recently  the 
Mexican  government  had  a  5,000 
peso  (roughly  $1 .50)  cap  on  tickets — 
the  whole  nation  was  a  discount 
house — and  there  hasn't  been  much 
incentive  to  fix  things  up.  Mitchell 
says  he  has  signed  letters  of  intent  to 
construct  four  theaters  outside  Mon- 
terrey and  Mexico  City,  and  hopes  to 
open  his  first  theaters  next  summer. 

Even  with  that  cap  removed,  the 
Mexican  market  probably  won't  tol- 
erate prices  above  $2.50  a  head  any 
time  soon.  Not  to  worry,  says  Mitch- 
ell. "We've  already  proven  we  can  do 
that  here,"  he  says.  "I  see  no  reason 
why  we  can't  do  the  same  thing  in 
Mexico."  ^ 


Seattle's  Stuart  Sloan  may  be  the  best  executive  in  the 
supermarket  industry.  If  you  never  heard  of  him,  you 
missed  a  great  stock  play. 

Actions  speak 
louder 

By  John  H.  Taylor 


IT'S  1:45  on  a  Tuesday  afiiernoon  in 
Seatde,  and  the  parking  lot  outside 
Quality  Food  Centers'  Broadway  su- 
permarket is  packed.  Now  take  a  look 
across  the  street  at  the  Safeway  store. 
The  parking  lot  is  a  virtual  ghost 
town.  Inside,  a  handfiil  of  shoppers 
meander  through  an  aging  store. 

It's  not  that  Quality  Food  Centers, 
or  QFC,  as  the  stores  are  called  around 
Seatde,  is  giving  things  away  to  attract 
business.  QFC's  operating  margin  of 
7.8%  dwarfs  the  industry  average  of 
about  4.6%.  So  does  its  return  on 
assets,  17.8%  compared  with  the  in- 
dustry's 7.1%.  QFC  stores  generate 
annual  sales  of  $756  a  square  foot, 
versus  $552,  the  industry  average. 

What  does  QFC  have  that  its  com- 
petitors lack?  Stuart  Sloan,  for  one 
thing,  its  48-year-old  chairman.  Sloan 
and  another  investor — now  de- 
ceased— bought  the  Seattle  super- 
market chain  for  $34  million  in  a 
1986  leveraged  buyout.  They  took  it 
public  the  next  year  and  oversaw  its 
expansion  from  20  stores  to  the  cur- 
rent 32,  with  4  more  under  construc- 
tion. Sales  have  climbed  from  $136 
million  in  1985  to  $400  million. 

Sloan  hates  publicity.  He  declines 
all  requests  for  interviews  and  in- 
structs his  top  lieutenants  to  do  the 
same.  A  graduate  of  the  University  of 
Washington  in  1966,  he  is  friendly 
with  Chicago  investor  and  real  estate 
magnate  Sam  Zell  and  sits  on  the 
board  of  Revco,  which  Zell  now  con- 
trols. Sloan  served  a  short  stint  as  chief 
executive  of  Egghead  Inc.,  a  troubled 
Seattie-based  software  retailer  that  he 
helped  stabilize  before  returning  full- 
nme  to  QFC  in  1991. 


QFC  Chairman  Stuart  Sloan 
Hates  the  press, 
loves  the  business. 


Sloan  cut  his  teeth  in  the  retailing 
business  in  1967  when  he  and  his  then 
father-in-law,  Samuel  Stroum, 
bought  Schuck's,  a  Seattle -based  auto 
supply  chain.  Though  Sloan  was  only 
23,  he  became  Schuck's  president  and 
chief  operating  officer.  He  oversaw  its 
expansion  from  8  stores  to  58.  By  the 
time  Sloan  and  Stroum  sold  the  chain 
for  $70  million,  in  1984,  sales  had 
climbed  from  $1  million  to  $60 
million. 

Two  years  after  selling  Schuck's, 
Sloan  and  QFC  President  Jack  Croco 
teamed  up  to  buy  the  supermarket 
chain.  By  the  time  Croco  died  in 
1991,  Sloan  had  made  himself  an 
expert  in  the  grocery  business. 

What's  Sloan's  secret?  There  really 
isn't  one.  Just  smart,  dedicated  man- 
agement. After  the  new  team  took 
over  QFC,  in  1986,  they  opened  the 
stores  24  hours  a  day  and  remodeled 
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LIVED 


on    this 

RIVER 


RHODE    ISLAND'S    UPPER 
MOSHASSUCK  RIVER  is  one 

of   those  rare  places  where  you  can  still  feel 
like  you're  the  only  person  on  Earth. 


r  t 
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YEARS 

but    its    tne 

FIRST  TIME 


I 


ve    seen    it 


FLOODED 


Wl 


ith  scnool    kids. 


ELIZABETH    PARKER, 

Providence, R.I. 
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Elizabeth  Parker  should  know  that 
feeling  well. 

For  the  past  40  years  she  and  her  husband 
have  made  their  home  in  a  converted 
mill  on  the  banks  of  this  river,  where  their 
closest  neighbors  are  a  few  frogs,  a  bunch 
of  crickets  and  the  occasional  thirsty  deer. 

"You  mean  our  visitors'?"  she  laughs. 
"They  don't  talk  much  but  they  sure  are 
pretty  to  watch." 

Recently  Mrs.  Parker  received  some 
other,   more   l a  1  k a t i \  c  \  i  s i  t o r s  as  well. 

About  100  students  from  the  UC^AP 
High  School  in  Providence  converged 
upon   the  farm   to  test  and   map  the  river, 


check  it  for  life  forms  and  generally  study 
it  like  it's  never  been  studied  before. 

These  students  are  part  of  a  program  called 
the  Whole  Rivers  Project.  And  it's  the  brainchild 


of  Providence  Science  Teacher,  Rot)  Brown. 

"What  I  wanted  to  do  was  create  a  system 
where  the  rivers  themselves  could  be  the 
educators,"  explains  Rob. 

He  points  to  an  aerial  map  above  his 
cluttered  desk.  "Most  of  the  kids  in  the  program 

come  from  downstream,  where   the 

* 

river  isn't  as  pretty  as  it  is  at  the 
Parkers'  place. 

"By  studying  the  changes  that 
occur  from   its   source   to   its 
outlet,  the  kids  can  get  a  real 
sense  of  what  impacts  the  river 
along  its  life. 

"They  begin  to  see  the  river  as  a 


living  thing.  Only  then  do  they  realize  how 
important  it  is  to  make  it  healthy.  And  how 
they,  as  individuals,  can  take  an  active  part 
in  keeping  it  that  way." 

At  Toyota,  we're  proud  that  through 
the  National  Science  Teachers 
Association,  we've  established  a  unique 
program  that  is  providing  grants  to 
teachers  across  America,  to  explore  and 
develop  exciting  and  innovative  science 
education  programs,  like  Rob's  Whole 

Rivers  Project. 

I 
We  believe  nothing  is  more  important 

than  our  children's  education.  Because  it's 

with  them  that  the  future  of  this  world  lies. 

Apparently  Mrs.  Parker  agrees. 
She  was  so  impressed  with  these  aspiring 
environmentalists,  she's  invited  them  back 
for  a  picnic  on  the  farm. 

"I'm  not  going  to  be  around  forever.  But 
if  these  kids  stick  to  what  they're  doing,  this 
river  will  be."  She  takes  a  long  look  over  the 
property  and  smiles. 

"This  is  an  important  place. 

Because  every  now  and  then  one  of 

our  little  visitors  will  need  to  come 

down  here  for  a  drink.  And  the 

river  will  be  here  for  them.  Like 

it  was  before  any  of  us  arrived." 

TOYOTA 

INVESTING    IN    THE    INDIVIDUAL 


jXS'I'A    is  one  nj  the  huyxlreds  oj  organizations   Toyota  supports.   For  morf  information,    contact   National  Srienrt'  Tpothers  Association   at    1  -202- 32H-5 800. 


Quality  Food  Centers 


In  9  c)T  the  world's  most 
vinrant  cities,  Park  Hvatt  allows  von 

to  gfet  away  from  it  al  . 
Wit  loiit  nein^  removed  rrom  it  all. 

Park  Hyatt  Cliica^o 

r.X.  I'laza-Park  Hyatt-New  YorU 

I 'ark  I  lyatt  Sail  Francisco 

ParU  I  lyatt  Wasliington 

Park  Hyatt  Hiiei.os  /\ires-MarcK  1992 

Tlie  Hyatt  I  lotcl  Canberra 

Hotel  Villa  >Lig.ia-MatlriJ 

Tlie  C  arlton  T<)wer— I.oiuloii 

I'ark  Hyatt  Sytliuy 

For  rcacri'iitions:  or  inforniaiion  ahiinit  ParL  lltmlt  lli>{cl<:  iiorUu-iJc, 
call  uniir  travel  planner  or,  in  tlic  (  !S.,   /S()()-23J-/23I. 

,•  My.  PARK 

HOTELS 


QQB 
BQIQQ 

To  Get  The  Current  Rate, 
You  Have  To  Push  The  Right  Buttons. 

Announcing  the  new  toll-free  number  for  U.S.  Savings  Bonds. 
Now,  if  you  want  to  find  out  how  much  interest  your  investment 
is  earning,  simply  call  1  800  4  US  BOND.  The  rates  are  adjusted 
every  six  months  to  keep  pace  with  the  market,  and  there  is  a 
guaranteed  minimum  yield  when  held  for  hve  years  or  more.  So 
push  the  right  buttons  —  1  800  4  US  BOND  —  and  find  out  how 
much  your  U.S.  Savings  Bonds  are  earning  today. 

US.  Savings  Bonds 


Making  American  Dreams  A  Reality 

A  publii  service  of  this  maga/ine 


and  reconfigured  their  stores.  Market 
research  told  them  that  customers  did 
not  regard  QPC  stores  as  their  primar\' 
grocerv'  shopping  destination  because 
its  lines  were  too  narrow.  Sloan  and 
Croco  fixed  that  by  adding  higher- 
margin  specialty  items  like  cold  cuts, 
baked  goods,  flowers  and  espresso. 
While  most  supermarkets  stock  simi- 
lar items,  few  can  match  QFC's  quality. 
Sales  from  these  specialty'  depart- 
ments have  climbed  from  4%  of  sales 
in  1987  to  12%  in  1990. 

There's  nothing  fancy  about  qfc 
stores.  But  the  carts  are  new,  and  the 
aisles  clean.  If  more  than  three  people 
are  in  the  checkout  line,  QFC  opens 
the  next  available  register,  even  if  it 
has  to  pull  someone  from  the  produce 
section  to  man  it.  Boxboys  take 
customers'  groceries  to  the  car.  When 
customers  ask  about  a  product,  em- 
ployees don't  point  them  in  the  right 
direction,  they  take  them  there. 

How  does  Sloan  motivate  his  peo- 
ple to  go  that  extra  mile?  By  liberally 
awarding  stock  options  and  perfor- 
mance bonuses  to  store  managers  and 
top  executives.  He  also  offers  every- 
one who  works  at  least  eight  hours  per 
week  the  opportunitN'  to  join  the  em- 
ployee stock  purchase  plan.  About 
50%  are  in  it. 

And  employees  know  promodon  is 
open  to  them.  Sloan  leaves  the  day- 
to-day  operations  to  Dan  Kourkou- 
melis,  41 ,  chief  operating  officer,  who 
started  at  qfc  as  a  boxboy  in  1967. 

Since  1986  Sloan  has  doubled  the 
square  footage  of  the  company's 
stores;  yet  despite  the  aggressive  ex- 
pansion, QFC  had  no  debt  at  the  end  of 
June  and  $26  million  in  cash.  It  has 
funded  its  expansion  solely  with  cash 
generated  from  existing  stores. 

Gar)'  Giblin,  a  PaineWebber  super 
market  analyst,  thinks  the  company 
will  be  able  to  sustain  its  22%  to  25% 
annual  growth  in  earnings  per  share 
for  the  next  five  years.  The  stock 
market  seems  to  agree.  The  stock  was 
trading  recently  at  39^/4,  30  rimes 
projected  1992  earnings. 

So  even  if  Sloan  doesn't  want  to 
talk,  his  net  worth  figure  speaks  for 
him:  His  4.8  million  Quality  Food 
Cxnters  shares — 25%  of  the  outstand- 
ing— are  worth  $190  million,  and 
other  investments  bring  his  wealth  to 
well  over  $200  million.  And  he's  not 
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HOW  DO  CELEBRITIES 

LIKE  THESE 

STAY  SO  YOUNG 

SO  LONG? 

[AND  HOW  COULD  YOU?) 


Just  get  to  know  the 
magazine  that  reports 
on  the  exciting  anti- 
aging  secrets  of  celebrities! 
LONGEVITY  gives  you  the 
most  reliable  and  up-to-date 
anti-aging  news.  Hundreds  of 
great  stay-young  ideas.  It's 
your  personal  trainer  health 
consultant,  aerobics  coach, 
nutritionist  and  more.  It  tells 
you  about  new  stay-young 
treatments  that  really  WORK! 
It  clues  you  into  health 
measures  to  discuss  with  your 
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KIND  OF  QUESTION 
THAT  LONGEVITY 
ANSWERS,  PLEASE 

enter  my  subscription  for  a  year 
(12  issues)  at  just  $14.97.  I'm  saving 
57%  off  what  LONGEVITY  costs 
on  the  newsstand! 

Name 

Address 
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State. 
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1-800-333-2782 

Mail  to:  LONGEVITY  RQ  Box  3226 
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Canadian  orders  send  $26.72  (includes  G.S.T.). 
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doctor.  It  shows  you  new 
ways  to  retain  youthfully 
gleaming  skin,  glowing  hair,  a 
firm,  trim,  youthful  body. 
LONGEVITY  shows  you  how  to 
avoid  age-inducing  stress 
and  take  years  off  your  looks 
without  surgery. 
Something  new  in  anti-aging 
science  happens  everyday 
and  LONGEVITY  tells  ALL, 
so  you  CAN  stay  young 
forever.  Why  grow  a  day 
older  looking? 
Subscribe  today! 


Like  many  another  niche  connpany,  Clorox  did 
famously— until  it  decided  it  could  sell  anything. 

In  the  hot  seat 


By  Thorn  Calandra 

When  he  was  a  young  Procter  & 
Gamble  salesman,  G.  Craig  Sullivan 
sold  cake  mix  in  the  hardscrabble 
neighborhoods  of  Brooklyn's  Bed- 
ford-Stuyvesant  and  Brownsville.  In 
August  Sullivan,  now  52,  was  back  in 
New  York  and  his  job  was,  if  anything, 
even  more  intimidating:  Just  three 
months  into  the  job  of  chief  executive 
of  Clorox  Co.,  Sullivan  had  to  face  a 
meeting  of  securities  analysts  and  in- 
form them  that  Oakland,  Calif -based 
Clorox  was  taking  a  surprise  $32  mil- 
lion fourth-quarter  writedown.  This 
time  it  was  for  Clorox's  disappointing 
Deer  Park  bottled  water  business. 

The  stock  promptly  fell  3%,  to 
4478.  It  was  trading  recendy  at  4378. 
Sullivan  admits  the  company  has  been 
shaken.  "I  need  some  time  to  pull  this 
organization  together  in  terms  of  fo- 
cus and  planning,"  he  says. 

With  the  writeoff,  Clorox's  earn- 
ings for  the  fiscal  year  ended  June  30 
came  in  at  $98  million,  or  $1.82  a 
share,  35%  below  analysts'  projec- 
tions. This  was  no  way  for  a  Wall 
Street  stalwart  to  behave. 

For  Clorox  shareholders,  this  was 
just  the  latest  in  a  series  of  disappoint- 
ments. Clorox  had  long  delivered  an- 
nual returns  on  equity  in  the  18%  to 
20%  range,  thanks  in  good  part  to  the 
company's  56%  share  of  the  U.S. 
bleach  business.  By  last  year  Clorox 
had  grown  from  a  small  $85  million 
(revenues)  outfit  in  1969,  when  it  was 
spun  off  by  Procter  &  Gamble,  into  a 
$1.7  billion  company. 

Then,  as  happened  in  so  many  oth- 
er successfijl  companies  in  the  1980s, 
hubris  descended  upon  Clorox's  for- 
mer managers.  C.R.  (Chick)  Weaver, 
former  chief  executive  of  the  compa- 
ny, seemed  to  think  he  could  run 
anything.  Clorox,  of  course,  had  been 
diversifying  into  nonlaundry  areas 
since  the  early  Seventies,  when  it 
bought  Hidden  Valley  Ranch  Fopd 
Products.  Weaver  added  to  noncore 

126 


diversifications,  moving  into  every- 
thing from  botded  water  to  insecti- 
cides. As  some  of  the  diversifications 
started  to  falter,  Clorox  began  a  series 
of  writeoffs.  In  fiscal  1989  it  took  a 
$21  million  writeoff  when  it  sold  its 
moneylosing  paint  business.  Then,  in 
fiscal  1991,  the  company  took  a  $  1 2  5 
million  pretax  writeoff,  most  of  it  to 
cover  costs  of  getting  out  of  the  deter- 


Clorox  Chief  Executive  G.  Craig  Sullivan 
He  must  shed  unproductive  assets. 


gent-with-bleach  business. 

The  latter  move  was  one  of  Wea- 
ver's worst.  Clorox's  biggest  success 
has  always  been  in  the  basic  bleach 
business.  But  in  1988  it  took  on  such 
industry  giants  as  Procter  &  Gamble 
and  Lever  Brothers  by  spending 
heavily  to  promote  Clorox  Super  De- 
tergent, a  laundry  detergent  with 
bleach.  Clorox  was  unable  to  seize 
more  than  a  3.5%  share  of  that  busi- 


ness. The  new  product  made  some 
consumers  wonder  why  they  needed 
basic  Clorox  if  they  could  buy  Clorox 
detergent  with  bleach.  Sales  of  all- 
fabric  Clorox  2  bleach,  a  high-margin 
item  that  contributes  10%  of  the 
company's  profits,  declined  in  both 
fiscal  1990  and  1991  before  stabiliz- 
ing last  year. 

Weaver  pulled  the  plug  on  Clorox 
Super  Detergent  in  May  1991,  and 
unexpectedly  announced  last  Decem- 
ber that  he  was  retiring.  The  board 
passed  over  Weaver's  personal  choice 
of  successor,  Robert  Bolingbroke, 
and  instead  named  Sullivan,  a  veteran 
Clorox  salesman  who  started  ped- 
dling food  products  for  Procter  & 
Gamble  as  soon  as  he  graduated  from 
Boston  College  in  1964.  Sullivan  had 
done  a  fine  job  of  running  Clorox's 
household  products  division  since 
1984.  Bolingbroke  quit. 

In  the  hot  seat,  Sullivan  now  needs 
to  decide  quickly  what  to  do  with  the 
botded  water  division,  which  is  barely 
breaking  even,  if  that.  Then  he  needs 
to  decide  if  he  wants  to  keep  Hidden 
Valley  Ranch  salad  dressings,  which 
has  tough  competition  from  Kraft's 
fat-free  salad  dressings.  Then  there's 
the  question  of  what  to  do  with  the 
Moore's  line  of  onion  rings,  which 
has  not  gained  expected  popularity. 

Sullivan's  problems  don't  end 
there.  It  is  clear  he  must  expand  Clor- 
ox's line  of  household  products.  Dur- 
ing the  next  year,  Clorox  will  test- 
market  ten  new  home  cleaners. 

Sullivan  will  also  need  to  jack  up 
international  sales,  which  account  for 
less  than  10%  of  revenues.  He  is  cur- 
rently working  on  acquisition  deals  in 
South  Korea  and  in  Argentina,  where 
Clorox  is  already  known.  In  the  U.S., 
C'lorox  could  bid  this  year  for  Drack- 
ett  Co.,  a  Bdstol-Myers  Squibb  unit 
that  went  on  the  block  in  July.  It 
makes  Drano  and  Windex. 

Fortunately,  he  has  a  patient  share- 
holder in  Hcnkel  KGaA,  a  German 
conglomerate  that  owns  27%  of  the 
stock  and  has  three  seats  on  the  12 
person  board — the  same  board  that 
handpicked  Sullivan  to  run  the  com- 
pany. But  the  board  won't  be  infinite 
iy  patient.  Neither  will  the  market, 
which  has  accorded  Clorox  a  trailing 
price/earnings  ratio  of  24 — more  on 
the  basis  of  its  past  performance  than 
of  its  recent  performance.  ■■ 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific:  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.    Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 
people  who  ^ant  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


Dat.  If 
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All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  islano  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager,  4  LAS 
Box  149,  Fort  Garland,  CO 
81133,  or  caU  1-800-FORBES-5. 
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WhoHasAWorldof 
International  Experience? 


Zurich-American.  We  cover  the  globe  in  order  to 
cover  your  business. 

In  fact,  as  part  of  the  worldwide  Zurich  Insurance 
Group,  one  of  the  largest  insurance  organizations, 
we  can  offer  a  worldwide  network  doing  business  in 
over  80  different  countries. 

And  risk  management  products  and  services 
are  our  only  concern.  So  you  are  assured  of  in-depth 
understanding,  commitment  and  professionalism, 
both  for  foreign  exposures  of  American  companies 
and  American  subsidiaries  of  foreign  corporations. 

So,  if  you're  looking  for  truly  expert  international 
service,  just  look  to  Z-A.  Zurich-American. 


ZURICH-AMERICAN 

^        INSURANCE  GROUP 
American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company  American  Guarantee  and  Liability  InsurarKe  Company  •  Executive  Offkes.  Schaumburg.  IL  601 96 
A  MEMBER  Of  THE  WORLOWIOE  ZURICH  INSURANCE  GROUP 
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The  economy  in  Canada's  most  industrialized 
province  is  in  bad  shape.  A  new  labor  law 
promises  to  make  things  worse. 

A  lose-lose 
situation 


By  Nina  Munk 


Ontario  Premier  Bob  Rae;  protest  against  his  tax  policies 

"The  government  thinks  there's  a  war  going  on  between  iabor  and  capital, 

and  the  government  wants  to  get  in  on  labor's  side." 


ONTARIO'S  New  Democratic  Party 
rode  to  power  in  September  1990 
promising,  among  other  things,  to 
nationalize  the  auto  insurance  indus- 
try, raise  corporate  taxes  and  intro- 
duce stricter  rent  control.  The  gov- 
ernment hasn't  fulfilled  many  of  those 
promises,  but  it  has  managed  to  slow 
the  provincial  economy  way,  way 
down.  Ontario's  unemployment  rate 
has  risen  steadily — to  a  current  11%. 
One  person  in  ten  is  now  on  the 
public  dole,  and  Ontario's  public 
debt  has  risen  almost  50%,  to  a  pro- 
jected $52  billion  for  the  current  fiscal 
year — an  extremely  high  $5,203  per 
capita  (all  figures  in  U.S.  dollars).  The 
province's  credit  rating  has  already 
been  cut,  twice. 

Confronted  by  such  problems,  a 
political  leader  might  try  to  get  the 
economy  moving  by  helping  busi- 
ness. Yet  Ontario  Premier  Bob  Rae, 
leader  of  the  New  Democrats,  is  try- 
ing to  do  the  opposite  by  pushing 
through  Ontario's  parliament  a  new 
labor  law  that  will  make  the  province's 
businesses  less  competitive  than  ever. 
Among  the  victims  will  be  hundreds 
of  U.S.  companies  with  operations  in 
the  province.  Ford,  General  Motors 
and  Chrysler,  for  example,  together 
employ  some  60,000  Ontarians. 

The  proposed  law,  Bill  40,  is  likely 
to  be  enacted  later  this  fall.  It  would 
make  it  illegal  for  a  business  to  hire 
replacement  workers  during  a  strike. 
The  unions'  incentive  to  bargain 
would  be  ftirther  reduced  thanks  to  a 
Bill  40  provision,  which  would  allow 
for  the  automatic  access  to  arbitration 
for  a  union  negotiating  its  first  con- 
tract, under  specified  circumstances. 

Worse,  the  Ontario  Labour  Rela- 
tions Board  will  be  granted  the  power 
to  consolidate  bargaining  units.  If 
taken  to  extremes,  a  retail  chain,  say, 
would  have  to  pay  its  employees  in 
rural  Lindsay  the  same  wage  it  pays  its 
employees  in  Toronto,  regardless  of 
the  high  cost-of-living  differences  be- 
tween town  and  country. 

Unlike  the  U.S.,  Ontario  has  not 
seen  an  erosion  of  union  membership. 
Bill  40  intends  to  keep  it  that  way.  For 
example,  workers  who  sign  a  union 
membership  card  v^  no  longer  be 
granted  a  grace  period  in  which  to 
change  their  minds  after  the  applica- 
tion for  certification  has  been  filed  by 
the  union.  And  the  law  has  reduced 
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Texaco  Makes 


How  U.S.  Postal  Service  technology  brings  a  quicker 

return  on  customer  invoices  and  saves  Texaco  $2.4  million  a  year. 


hen  companies  talk  about  tightening 
their  belts  these  days,  it  doesn't 
always  mean  something  negative. 
At  Texaco's  mail  processing  center 
in  Bellaire,  Texas,  the  "belt"  that  has 
been  tightened  —  with  the  help  of 
the  U.S.  Postal  Service  —  is  the  loop 
between  the  time      i_i.i.Mi.M_^ 


an  invoice  gets  in  the  mail  and 
the  time  it  returns  in  the  form  of 
payment. 

For  every  day  that  time  loop  is 
shortened,  the  company  is  able  to  take 
its  money  to  the  bank  earlier  and 
reduce  its  investment  in  credit.  The 
net  result  is  improved  cash  flow.  And 
that's  just  the  type  of  "belt  tightening" 
Texaco  management  likes  to  see. 

Taking 

Advantage  of 

Postal  Incentives 

Under  the  direction  of  Johnny  Shirley, 
supervisor  of  the  mail  processing 
facility,  Texaco  mails  out  nearly  4  million  credit  card 
statements  each  month  to  customers  across  the  nation. 
That  translates  into  as  many  as  200,000  pieces  a  day. 
This  kind  of  operation  calls  for  pragmatic  management, 
a  solid  understanding  of  U.S.  Postal  Service  discount 
incentives  and  state-of-the-art  equipment. 

Jerry  Warren,  the  U.S.  Postal  Service  account  repre- 
sentative for  Texaco,  says,  "Johnny  has  25  employees  in 
his  mail-center  operation,  but  only  14  of  them  are 
involved  in  outgoing  credit  card  statements.  The  others 
take  care  of  incoming  mail  —  applications  for  credit 
cards,  customer  inquiries,  things  like  that.  For  a  company 
to  employ  as  few  as  14  people  to  print,  collate,  insert, 
address,  barcode,  meter  and  presort  4  million  - 

pieces  of  mail  a  month  without  a  strong 
methodology  and  the  equipment  to  back  it  up 
would  be  unthinkable." 


Increasing  Efficiencies  to 
Speed  Delivery 

Texaco  began  automating  its  mail-center  operations  in 
1980,  when  the  facility  started  to  presort  its  mail  into 
ZIP  Code®  designations,  reducing  Postal  Service  sorting 
and  delivery  time.  Since  then,  it  has  consistently  worked 


ABOVE:  (Left) 
U.S.  Postal  Service 
Representative  Jerry 
Warren  with  Juan 
Padilla  (center)  and 
Johnny  Shirley  (far 
right)  from  Texaco 


RIGHT:  Staff  of  Texaco's 
Mail  Center  Operations 


to  lessen  postage  expenses  and 
increase  internal  efficiencies  as 
the  number  of  credit  card  cus- 
tomers and  the  invoices  that  need 
to  be  processed  have  steadily  climbed.  In  1985,  the 
Houston  facility  started  a  ZIP+4®  coding  program,  which 
adds  four  more  digits  to  the  existing  five-digit  ZIP  Code 
on  the  addressed  envelope,  pinpointing  the  delivery  of 

mail  even  more  precisely. 

Here's  where  things  became  interesting  for 
Texaco.  The  addition  of  ZIP+4  further  reduces 
sorting  time  and  speeds  the  flow  of  mail 


UNITED  STATES 
POSTAL  SERVICE 


m 


P      R      O      D      U      C      T      1 


E 


K      T      N 


R      S      II      I 


S 


thrpugh  the  U.S.  Postal  Service  to  the  recipient.  By 
implementing  ZIP+4,  the  company  realized  an  immedi- 
ate annual  savings  on  its  existing  volume.  It  also  cut 
down  on  internal  processing  time  by  using  a  laser  printer 
to  print  Texaco  customer  credit  card  statements  in 
ZIP  Code  order. 

Managing  Solutions  for  Savings 

But  the  big  savings  began  to  materialize  in  1990,  when 
Texaco  embarked  on  a  program  to  barcode  its  mail.  The 
barcodes,  which  represent  the  numeric  codes,  are  automat- 
ically scanned  by  the  Postal  Service.  This  reduces  labor  and 
delivery  time  even  further. 

As  Johnny  Shirley  remembers:  "Our  presorting 
procedures  reduced  the  cost  of  a  first-class  letter  firom 
29  cents  to  24.8  cents.  Then,  when  we  added  barcoding, 
our  credit  card  statements  were  charged  at  the  Postal 
Service's  three-digit  prebarcode  rate,  23.9  cents.  When 
you  take  that  per  document  savings  and  spread  it  over 
4  million-plus  documents  a  month,  we're  receiving  over 
$200,000  per  month  —  $i2.4  million  per  year  —  in 
U.S.  Postal  Service  incentive  discounts. 

"Not  only  is  that  a  terrific  argument  for  going  to 
ZIP+4  barcoding,  but  I'll  tell  you  another  —  we  didn't 
have  to  spend  a  penny  for  new  equipment.  We  did  the 
ZIP  Code  sorting  on  our  existing  mainframes.  One  of  our 
programmers  wrote  the  barcode  program  for  the  laser 
printers  we  already  had,  so  the  total  cost  was  approxi  - 
mately  $5,000. 

"We  knew  what  the  Postal  Service  requirements 
were,  and  we  were  fairly  certain  that  our  equipment  could 
handle  it.  Just  to  make  sure,  thou^,  we  ran  some  tests  to 
validate  that  we  could  print  the  right  ZIP-t-4  correspond- 
ing barcodes.  So,  we  printed  barcoding  oi?  some  test 
envelopes  and  walked  them  over  to  the  Post  Office  to 
confirm  that  the  Postal  Service's  optical  scanners  could 
read  the  barcodes  correctly.  When  that  checked  out,  we 
took  the  same  envelopes  to  our  presorting  house  to  make 
sure  they  could  read  them,  too.  When  that  was  con- 
fiumied,  I  knew  we  were  in  business. 

"Because  the  company  had  the  foresight  to  invest  in 
equipment  upgrading  long  before  I  even  got  there,  we 
were  able  to  jump  aboard  these  new  savings  incentives 
with  virtually  no  outlay  of  capital. " 

Regular  Meetings 
Produce  Strong  Results 

Jerry  agrees.  He  and  Johnny  meet  weekly  as  a  matter  of 
course.  "I  work  with  him  on  every  product  and  service  the 
U.S.  Postal  Service  has  to  offer,"  says  Jerry.  "Johnny  will 
approach  me  with  a  variety  of  specific  concerns  and 
issues,  and  we'll  sit  down  and  hammer  them  out  In  the 
past  few  months,  Texaco  has  extended  barcoding  capabil- 
ities into  additional  departments,  such  as  purchasing  and 


employee  benefits.  Now  the  company  is  getting  ready  to 
launch  a  delivery  point  barcoding  process  this  fall." 

Delivery  point  barcode  is  an  extension  of  ZIP+4  bar- 
coding.  It  is  formed  by  adding  10  bars  to  the  existing 
ZIP+4  barcode.  As  Jerry  explains,  "These  10  bars  repre- 
sent two  extra  numbers;  generally,  the  last  two  numbers 
of  a  person's  address.  For  example,  if  you  live  at  1234 
Main  Street,  the  ten  additional  bars  represent  the  34. 
The  mail  is  given  to  the  carrier  in  'walk  sequence,'  so  that 
the  carrier  actually  places  the  mail  in  his  bag  in  the  exact 
order  in  which  he  delivers  it."  Texaco,  as  always,  is  con- 
forming to  the  latest  Postal  Service  requirements  and 
reaping  benefits  in  advance. 

Pushing  for  the  Latest  Innovations 

Jerry  says,  "Texaco  is  probably  the  front-runner  in  my  area 
for  getting  the  job  done  way  ahead  of  time,  working  with 
programs  that  are  light  years  ahead.  Johnny  Shirley  and  his 
group  consistently  push  us  for  information  on  the  latest 
postal  innovations.  Johnny  himself  is  a  whiz  on  the  com- 
puter, and  our  Domestic  Mail  Manual  is  now  on  disk, 
which  makes  it  easier  to  work  with. 

"There's  no  doubt  about  it  —  Texaco  is  the  leader 
with  us.  The  people  at  Texaco  are  willing  to  jump  in  a  sec- 
ond to  make  a  change  if  it's  going  to  benefit  their  delivery 
and  their  pocketbook.  They  don't  sit  and  ponder  —  they 
take  a  look  at  what  we're  offering,  then  they  go  with  it  and 
they  do  it.  Texaco  has  learned  how  to  make  hioney  with 
mail  by  finding  ways  to  save  money,  and  that's  a  fabulous 
advantage  in  improving  the  bottom  line."  ■ 


Express  and  Priority  Mail  Services  Information 


For  more  information  on  advanced  postal  teclinology, 
call  1  ■800-843-8777,  ext.  500. 

Express  and  Priority  Mail  Services  are  another  way  the 
U.S.  Postal  Service  can  help  your  company  increase  efficiency 
and  cut  nriailing  costs. 

Here  are  some  tips: 

1.  Call  1-800-222-181 1  for  Express  Mail®  and  Two  Day 
Priority  Mail™  pickup  and  Express  Mail  Comouterized 
Tracking  and  Tracing. 

2.  Express  Mail  and  Two  Day  Priority  Mail  pickup  charges 
are  only  $4.50  per  pickup,  no  matter  how  many  pieces 
you  have. 

3.  We  deliver  Express  Mail  365  days  a  year,  including 
Saturday,  Sunday  and  holidays.  Everyday  delivery  is  avail- 
able at  no  extra  charge. 

4.  You  can  drop  off  your  Express  Mail  and  Two  Day  Priority 
Mail  at  one  of  more  than  26,000  collection  boxes. 


Ontario 


the  minimum  number  of  votes  a 
union  must  get  from  the  workers  for 
certification. 

Says  Catherine  Swift,  of  the  Cana- 
dian Federation  of  Independent  Busi- 
ness, a  small  business  group:  "You'll 
have  more  protection  in  this  province 
as  a  consumer  buying  a  vacuum  clean- 
er than  as  a  worker  joining  a  union." 

Ernst  &  Young,  the  big  accounting 
firm,  has  estimated  that  Bill  40  could 
cost  Ontario  295,000  jobs  (total  em- 
ployment is  currendy  4.7  million)  and 
$7.3  billion  in  investments  over  the 
next  five  years  if  the  proposed  legisla- 
tion becomes  law. 

Some  capital  has  already  taken 
wing.  For  example.  Long  Manufac- 
turing Ltd.,  an  Ontario-based  auto 
parts  manufacturer  with  550  employ- 
ees, recendy  decided  to  open  a  new 
plant  in  Rochester  Hills,  Mich.  "We 


"You'll  have  more 
protection  in  this 
province  as  a  consvimer 
buying  a  vacuum  cleaner 
than  as  a  worker  joining 
a  union." 


compared  costs  and  decided  they 
were  about  the  same,"  says  Long's 
chief  executive,  William  Nusbaum. 
"But  it's  the  intangibles  like  this  new 
labor  law  that  made  us  say  enough  is 
enough." 

Other  Ontario  businesses  are  stay- 
ing put,  but  canceling  expansion 
plans.  Thomas  Dattilo,  president  of 
$500  million  (revenues)  Hayes- Dana 
Inc.,  a  subsidiary  of  U.S. -based  auto 
parts  maker  Dana  Corp.,  has  put  off 
plans  to  expand  a  plant  in  Ontario. 
"The  bottom  line,"  says  Dattilo,  "is 
that  we  will  make  our  products  in  any 
plant  in  any  jurisdiction  that  offers 
lower  costs." 

Why  Premier  Rae's  determination 
to  raise  costs  for  Ontario's  businesses? 
Replies  John  Robson,  a  policy  analyst 
with  the  Fraser  Institute,  a  market- 
oriented  Canadian  think  tank:  "The 
government  thinks  there's  a  war  go- 
ing on  between  labor  and  capital,  and 
the  government  wants  to  get  in  on 
labor's  side." 

Isn't  a  broader  lesson  being  missed 
here?  When  capital  loses,  don't  the 
workers  also  lose?  ^M 


An  immigrant's  son,  Chile's  Andronico  Luksic  parlayed 
a  Japanese  windfall  into  a  fortune.  Next  stop:  Wall  Street. 

"Follow  the 
philosophy 
of  the  ant" 


By  Joel  Millman 

Andr6nico  Luksic  Sr.  swears  the 
following  story  is  true: 

The  son  of  a  Croatian  migrant 
worker  who  arrived  in  Chile  in  1915, 
Luksic  began  prospecting  for  copper 
in  northern  Chile's  Atacama  Desert. 
He  acquired  his  first  mine  in  1954,  at 
the  age  of  26.  Unable  to  develop  it  on 
his  own,  he  offered  to  sell  out  to 
Nippon  Steel.  His  asking  price  was 
500,000  Chilean  pesos,  then  worth  9 
cents  each,  or  $45,000.  The  Japanese 
accepted.  But  they  thought  Luksic 
meant  dollars,  not  pesos.  A  check 
arrived  for  $500,000,  and  Andronico 
Luksic  was  on  his  way. 

Whether  the  story  is  true  or  just  a 


good  yarn,  Andronico  Luksic  has 
emerged  as  one  of  Latin  America's 
wealthiest  businessmen.  Based  in  San- 
tiago, his  $1  billion  (consolidated  an- 
nual revenues)  Luksic  Group's  oper- 
ating companies  blanket  Chile.  In  the 
north,  Luksic  owns  three  of  the  coun- 
try's biggest  private  copper  mines  and 
the  Antofagasta  Railway,  with  its  ore- 
hauling  monopoly  that  extends  into 
Bolivia.  Down  south  there's  forestry 
and  fisheries.  In  between,  Luksic's 
food  processor,  Lucchetti,  has  con- 
tracts to  supply  Chile's  public  schools, 
hospitals  and  military  bases.  Its  Banco 
de  Santiago  and  Banco  O'Higgins  are 
numbers  two  and  seven  in  the  country 


Andr6nico  Luksic  Sr.  and  two  of  his  three  sons:  Guillermo  and  Andr6nico  Jr. 
Ironically,  Chile's  military  considered  the  Luksics  socialist  running  dogs. 
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BILLION  DOLLARS  WORTH 
IN  THE  USA  FOR 

Sinte  1979,  suppliers  in  34  states  have  provided 
more  than  $3.5  billion  in  connponents  for  Airbus  aircraft. 
And  88%  of  all  nnaintenance  items  are  manufactured  in 
the  U.S. 

As  a  result,  thousands  of  American  jobs,  directly  or 
indirectly,  depend  on  Airbus  programs. 

Employees  at  more  than  400  U.S.  firms  provide  the 
Airbus  family  of  aircraft  with  critical  systems,  including  propul- 


OF  PARTS  HAVE  BEEN  MADE 
AIRBUS  AIRCRAFT. 

sion,  flight  management  and  electric  power  generation. 

In  fact,  U.S. -made  products  have  been  aboard  Airbus 
aircraft  since  the  1  st  flight  of  the  A300  in  October,  1 972. 

For  20  years.  Airbus  has  given  many  U.S.  firms  1st- 
time  inroads  into  the  international  marketplace  by  placing 
orders  for  high-quality  parts  and  services. 

That's  why,  in  commercial  aviation,  we're  Number  2 
and  leading. 


J  AIRBUS  INDUSTRIE 


Andronico  Luksic 


among  private  banks.  Luksic's  Ma- 
deco,  S.A.  is  one  of  the  leading  copper 
smelters  in  Chile. 

Lately  the  group  has  acquired  an 
interest  of  perhaps  10%  in  Chile's 
largest  publicly  held  company,  En- 
desa,  the  electric  utility.  With  partners 
such  as  South  Africa's  Anglo-Ameri- 
can, South  Korea's  Lucky  Goldstar 
and  Finnish  mining  giant  Outo- 
kumpu,  the  Luksic  Group  is  Chile's 
first  true  multinational  corporation. 

Luksic  Group,  the  holding  compa- 
ny, is  majority  owned  by  Andronico 
Luksic  Sr.,  64,  and  his  three  sons — 
Andronico  Jr.,   38;   Guil- 
lermo,  36,  and  Jean  Paul,     ^~^~ 
28.   A   private    man   who 
shuns  publicity,  the  elder 
Luksic    runs    the    group's 
Chilean  mining  properties 
from   London   through   a 
majority  stake  in  Antofa- 
gasta  Holdings,  Pic.  The 
boys    work    out    of    the 
group's    headquarters    in 
Santiago;  they  run  the  fi- 
nancial and  industrial  arms. 

Pieces  of  the  group  are 
publicly  owned;  their  ^^^M 
shares  trade  in  Chile  and 
London  and  give  the  publicly  owned 
parts  of  the  group  a  combined  market 
capitalization  of  $L5  billion.  The 
family  itself  is  worth  comfortably 
north  of  $1  billion. 

Their  fortune  is  about  to  increase. 
Within  the  next  few  weeks  Luksic 
Group  will  sell  about  10%  of  Com- 
pania  Cervecerias  Unidas  (ccu),  its 
38%-oviTied  beer-brewing  monopoly, 
to  American  investors.  The  $80  mil- 
lion initial  public  offering  of  Ameri- 
can Depositary  Receipts  will  trade  on 
Nasdaq.  Likely  to  be  priced  at  15 
times  ecu's  earnings  last  year,  the 
stock  won't  be  cheap.  But  such  is  Wall 
Street's  appetite  for  anything  Latin 
American  these  days  that  the  issue 
already  looks  oversubscribed.  "It's  a 
pure  Chile  play,"  Ronald  Wolfson, 
vice  president  of  Lehman  Brothers  de 
Chile,  says  of  ecu. 

According  to  Guillermo  Luksic,  his 
father  built  his  fortune  by  following  a 
simple  business  dictum:  "Follow  the 
philosophy  of  the  ant."  Translation: 
Focus  on  accomplishing  litde  things, 
and  soon  you'll  move  mountains. 

After  selling  that  first  mine  to  the 
Japanese  in  1954,  Luksic  put  part  of 


his  money  into  fishing,  buying  out 
Star-Kist's  local  subsidiary.  He  con- 
tinued prospecting,  and  expanded  his 
Ford  dealership  in  Antofagasta  into 
an  equipment  leasing  company,  ser- 
vicing the  big  mines  of  the  region. 

By  the  early  1960s  he  had  taken  up 
residence  in  Santiago  and  was  buying 
large  positions  in  publicly  owned 
mining  companies.  Before  long  he 
controlled  Carbonifera  Lota 
Schwager — a  coal  mining  firm — and 
Madeco,  and  had  investments  in 
scores  of  other  businesses. 

Then    disaster    struck.    Salvador 


Antofagasta  Holdings'  los  h^eiamores  copper  mine 
From  a  Japanese  windfall,  a  multinational  empire. 


Allende  won  Chile's  presidency  in 
1970,  and  Luksic's  coal  and  copper 
companies  were  expropriated,  along 
with  many  other  companies  in  which 
Luksic  had  invested. 

Luksic  responded  to  the  socialists 
by  sending  20  of  his  top  managers  out 
of  Chile.  They  went  to  manage  Luk- 
sic's Argentinean  farms  and  brewery, 
to  start  a  Colombian  food  canning 
business,  to  open  a  Ford  dealership  in 
Brazil.  Says  Guillermo  Luksic:  "We 
became  an  international  company." 

Ironically,  when  the  military  took 
power  in  1973,  the  Luksics  were 
blackballed  as  Allende  "collabora- 
tors." Their  crimes:  They  had  accept- 
ed payment  for  expropriated  compa- 
nies, and  they  had  leased  equipment 
to  nationalized  mines.  When  the  mili- 
tary government  began  auctioning  off 
nationalized  companies  to  private  in- 
vestors in  the  mid-1970s,  the  Luksics 
were  discouraged  from  bidding. 

In  retrospect  that  was  a  lucky  break. 
Unable  to  bid,  the  Luksics  did  not  go 
head  over  heels  into  debt.  Lots  of 
other  Chilean  capitalists  did,  and  paid 
a  heavy  price  when  the  1982  Latin 
debt  crisis  forced  the  collapse  of  many 


Chilean  conglomerates. 

Andronico  tended  to  mining.  With 
cash  generated  from  holdings  outside 
Chile,  he  had  bought  the  nearly  bank- 
rupt Antofagasta  Railway  in  northern 
Chile  from  its  British  owners  in  1979 
and  turned  it  around.  After  1982  he 
made  up  for  having  been  frozen  out  of 
the  auctions  for  state  companies  by 
buying  up  newly  bankrupt  firms — 
among  them  Luksic's  former  hold- 
ing, Madeco — at  fire-sale  prices. 

In  1985  Luksic  joined  with  a  Ger- 
man billionaire,  Josef  Schorghuber, 
and  bought  ecu,  Chile's  third  most 

profitable  company. 

Chile's  economic  prob- 
lems in  the  early  1980s  of- 
fered other  opportunities. 
To  work  down  its  foreign 
debt,  Chile's  central  bank 
redeemed  part  of  it  with 
notes  that  holders  could 
use  to  invest  in  Chilean 
companies.  Luksic  encour- 
aged American  Express  to 
swap  its  Chilean  loans  for 
stock  in  Lucchetti.  That 
way,  Luksic  got  American 
Express  as  a  well-heeled  but 
passive  partner  to  help  ex- 
pand Lucchetti's  operations. 

With  their  Chilean  businesses  hum- 
ming, the  Luksics  continue  to  invest 
outside  Chile.  Madeco,  with  annual 
revenues  of  $224  million,  bought  its 
Argentinean  copper  rival  Indelqui, 
S.A.  in  1990  for  $5.5  million.  That 
puts  Madeco  into  the  newly  priva- 
tized and  rapidly  growing  Argentin- 
ean telephone  market.  Indelqui's  lead 
in  fiber  optics  offers  Madeco  an  op- 
portunity to  exploit  telecommunica- 
tions modernization  in  Chile.  Made- 
co's  other  overseas  venture,  in  Beij- 
ing, makes  tubing  for  the  Chinese 
construction  industry. 

In  July  the  Luksics  joined  Argen- 
tina's mammoth  Perez  Companc  in 
an  Argentinean- Chilean  consortium 
running  the  recendy  privatized  Bue- 
nos Aires  electric  utility.  The  $650 
million  venture  is  the  Luksics'  biggest 
outside  Chile.  They  also  may  invest  in 
impoverished  Bolivia  and,  now  that 
the  Shining  Path  movement's  terror- 
ist leaders  are  behind  bars,  in  Peru. 

Guillermo  Luksic  sums  up  his  fami- 
ly's investment  strategy  this  way: 
"There  are  no  bad  countries,  only  bad 
businesses."  ^ 


134 


Forbes  ■  October  12,  1992 


This  way 
to  the  future. 


There's  been  no  shortage  of  clever  thinking 
devoted  to  making  PCs  easy  for  people  to  work  with. 
It's  pretty  much  a  done  deal. 

So  someone  had  to  start  thinking  about  the 
next  level  of  PC  productivity. 

Someone  had  to  make  it  easy  for  PCs  to  work 
with  each  other.  Someone  had  to  see  the  future, 
establish  standards  and  do  the  thinking  behind  the 
first  PCs  with  integrated  LAN  connectivity. 

That's  the  thinking  behind  the  Zseries.  It 
includes  a  comprehensive  range  of  price-competitive 
notebook  and  desktop  PCs  and  servers  that  have 
built-in  networking  for  all  three  of  the  most  popular 
network  operating  systems. 

Call  1-800-472-3699,  ext.  104  to  see  what 
our  way  of  thinking  is  all  about. 

It's  called  Thinking  Ahead. 


The  Z«  STATION 


ZENITH     DATA     SYSTEMS 

A  Bull  Company 


Thinking  Ahead. 


The  Z'NOTE""  with 
READYDESK™  attached 


■i'lriiiij^ihn 
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For  years  after  his  assassination,  Malcoinn  X  was  more 
or  less  forgotten.  Suddenly,  his  name  is  a  hot  property. 

spike  Lee  veirsus 
Mrs,  Malcolm  X 


By  R.  Lee  Sullivan 

Malcolm  X,  the  fiery  black  activist, 
said  he'd  achieve  his  goals  "by  any 
means  necessary."  He  probably  never 
expected  those  means  would  include 
licensed  T  shirts,  jewelry,  baseball 
caps,  mugs,  posters,  sunglasses,  board 
games  and  potato  chips. 

Today  Malcolm  X's  image  has  be- 
come as  hot  as  his  rhetoric  was. 
Retail  sales  of  licensed  Malcolm  X 
products,  all  emblazoned  with  a 
large  "X,"  could  reach  $100  mil- 
hon  this  year,  according  to  Curtis 
Management  Group,  which 
manages  licensing  for  Malcolm 
X's  estate.  If  so,  the  estate  could 
collect  as  much  as  $3  million  in 
royalties. 

The  estate  is  controlled  by  Bet- 
ty Shabazz,  Malcolm  X's  widow. 
Until  recendy,  Shabazz  had  no 
reason  to  think  the  name  could 
sell  merchandise:  Malcolm  X  was 
assassinated  in  1965,  and  the 
generation  born  after  his  death 
knew  litde  if  anything  of  him. 
Between  1986  and  1988,  Path- 
finder Press  sold  just  58,000 
copies  of  Malcolm  X's  speeches. 

But  a  proliferation  of  black  his- 
tory courses  at  urban  colleges  has 
made  the  name  more  familiar  and 
helped  launch  a  mini  Malcolm  X 
revival.  In  the  past  three  years 
Pathfinder      Press      has      sold 
240,000    copies    of    his    collected 
speeches,  and  sales  of  TTje  Autobio£ira- 
phy  of  Malcolm  X  (Ballantine  Books) 
have  tripled,  to  2.4  million  copies. 

Shabazz  began  noticing  that  Mal- 
colm X  shirts  were  starting  to  appear 
on  the  sidewalks.  Figuring  she  was 
losing  out  on  licensing  revenues,  she 
finally  retained  Curtis  Management 
last  January.  There  are  now  35  licens- 
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ees  under  contract,  and  70  more  are 
trying  to  work  out  deals. 

The  audience  for  Malcolm  X-wear 
is  primarily  black.  But  like  rap  music 
and  other  trends  born  in  the  black 
community,  the  Malcolm  X  market- 
ing movement  is  starting  to  cross  over 
to  a  white  audience.  Curtis  Manage - 


Beat  the  system  playing  Identity  Toys' "  X"  game— and 
munch  Snack  Pak's  "X"  chips 
Identity  President  Lucy  Hoiifieid:  "it's  not  a  so- 
cial thing,  it's  a  way  to  maite  money." 


ment's  "X"  merchandise  is  finding  its 
way  into  mainstream  retailers  like  J.C. 
Penney,  Federated  and  Montgomery 
Ward  After  basketball  star  Michael 
Jordan  was  seen  on  television  sport- 
ing a  Malcolm  X  hat,  white  fans  start- 
ed stocking  up  on  the  hip  headgear. 

When  he  was  alive,  Malcolm  X 
preached  self-reliance,  black  separat- 
ism and  militant  resistance,  in  con- 


trast to  the  pacifist  and  integrationist 
message  of  Martin  Luther  King.  Ulti- 
mately, his  break  away  fi-om  the  mili- 
tant Black  Muslims  to  form  his  own 
movement  led  to  his  murder. 

Today  the  marketing  of  Malcolm  X 
is  also  riven  with  internal  feuding. 
Some  of  the  current  interest  in  the 
leader  comes  fi-om  the  forthcoming 
Warner  Bros,  film  Malcolm  X,  a  hagi- 
ography  directed  by  Spike  Lee.  Bal- 
lantine will  issue  a  new  edition  of  The 
Autobio£[raphy  of  Malcolm  X  tied  to 
the  film's  November  opening. 

But  a  fight  is  brewing.  Since  last 
year  Lee's  merchandising  company, 
40  Acres  and  a  Mule  Merchandising, 
has  marketed  apparel  bearing  an  "X" 
logo.  Claiming  the  "X"  is  a  transpar- 
ent reference  to  the  Malcolm  X  trade- 
mark, Betty  Shabazz,  through  Curtis 
Management,  is  demanding  a  piece  of 
Lee's  merchandising  action.  "The 
products  that  Spike  Lee  does  are  a 
blatant  [trademark]  infiinge- 
"""  ment,"  charges  Mark  Roesler, 
chief  executive  of  Curtis  Manage- 
ment. "It's  our  job  to  see  that  the 
family  is  compensated,  and  what- 
ever it  takes  to  do  that,  we  will 
do." 

Retorts  Jay  Lodico,  marketing 
coordinator  for  Roman  Co., 
which  plans  to  produce  100,000 
"X"  baseball  caps  for  Spike  Lee 
this  year:  "Spike  Lee  is  where  this 
'X'  craze  originated.  Any  others 
are  knockoffs."  (Lee  himself  de- 
clined to  talk  to  Forbes.) 

Spike  Lee  isn't  the  only  one 
trying  to  get  a  fi-ee  ride  on  the 
Malcolm  X  name.  Snack  Pak  Inc. 
of  Philadelphia  markets  X  Chips, 
otherwise  indistinguishable  from 
normal  potato  chips  but  for  a  big 
"X"  on  the  bag.  The  company 
doesn't  have  a  license  and  insists 
it  doesn't  need  one  since  it  ar- 
gues that  its  use  of  the  letter  X 
has  nothing  to  do  with  Malcolm 
X.     When     pressed,     however. 
Snack   Pak  consultant   Larry   Depp 
admits  that  the  new  interest  in  Mal- 
colm X  might  help  sales. 

According  to  David  McWilliams  of 
Fashion  Victim,  which  makes  licensed 
T  shirts  and  hats,  sales  of  unlicensed 
Malcolm  X  products  may  hit  $20 
million  this  year.  That  would  be  dc 
priving  Betty  Shabazz  of  up  to  $1 
million  or  so  in  royalties.  ^ 
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Imagine  A  Plain  Paper  Laser  Fax 
That  Fits  Your  Budget  And  Your  Office 


RicohHasMadelt  A  Reality 


)fitskind^^ 


RICOHFAX3200L 


Plain  paper  laser  faxes  are  no  longer  just  for  the  rich 
and  spacious.  Introducing  the  remarkable  new  RICOH 
EAX3200L.  With  the  lowest  price  of  any  fax  of  its  kind^ 
and  small  footprint,  it's  tailor  made  to  fit 
tight  budgets  and  tight  offices. 

Unlike  thermal-paper  faxes  which  have   w^^    pj^E 
to  be  copied,  the  RICOH  FAX3200L  delivers  Video 

all  your  faxes  ready-to-go  for  meetings  or  archival 
storage,  impeccably  laser  printed  on  plain  bond  paper. 
And  with  its  exclusive  750  sheet  paper  capacity 
it  will  keep  on  delivering  long  after  other  faxes. 
The  FAX3200L  can  even  scan  one  page  into 
memory  at  the  same  time  you're  sending  or 
receiving  another  one. 

To  find  out  more  about  how  the  RICOH 
FAX3200L  can  make  your  office  laser  ptrfect  for 
less,  call  1-800-63-RlCOH  ext.  1163.  We'll  send  you  a  free 
video*  on  the  FAX3200L  so  you  can  see  for  yourself  why 
it's  the  perfect  fit  for  any  budget.  And  any  office. 


Wofldwide  Facsimile  Sponsor 
1992  Olympic  Gaines 

OQO 


mm 


36  use  380 


*  Whik  supplies  last.  ©  1992  Ricoh  Corporation. 
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Where  Imagination  Becomes  Reality 

1-800-63-RICOH 
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MARKETING 


Offering  cruises,  videos  and  fancy  resorts,  marketers 
are  taking  nudism  beyond  volleyball  in  the  buff. 

Naked  appeal 


By  Lisa  Coleman  and  Matt  Rees 


Frederick  Bischoff  was  ordained  a 
fundamentalist  minister  in  the  1960s, 
but  after  a  visit  to  a  nudist  colony  in 
1979  he  decided  to  make  his  paradise 
here  on  earth.  In  1981  Bischoff" 
founded  Club  Paradise  at  Paradise 
Lake,  a  nudist  condominium  resort  in 
Land  O'  Lakes,  Fla.  Two  years  ago  a 
condominium  at  the  resort  went  for 
about  $73,000.  Now  it  goes  for 
$100,000.  Club  Paradise  is  sold  out, 
and  Bischoff  is  building  a  $33  million 
nudist  development  with  143 
planned  condo  units  in  the  Domini- 
can Republic.  He  says  nearly  half  the 
units  have  already  been  sold. 

Nudism — or  "naturism,"  as  seri- 
ous nudists  call  it — has  always  had  a 
steady,  if  small,  cult  of  devotees. 
You've  seen  the  pictures — usually  a 
bunch  of  paunchy  middle-aged  folks 
playing  volleyball  in  the  buff". 


Recendy,  marketing  people  have 
been  trying  to  expand  the  range  of 
goods  and  services  they  sell  to  the 
naturists,  and  they've  been  doing  a 
pretty  good  job  of  it.  Including 
cruises,  resorts  and  sundry  merchan- 
dise— videos,  coffee  mugs  and  the 
occasional  T  shirt  for  those  nippy 
days — nudism  is  bringing  in  revenues 
of  about  $120  million  a  year.  And  the 
number  of  participants  is  growing 
some  20%  annually,  according  to  a 
recent  study  for  the  Trade  Association 
for  Nude  Recreation  by  Glyn  Stout,  a 
Stanford  M.B.A.  who  has  run  a  nudist 
resort  in  Los  Gatos,  Calif,  since  1977. 

One  encouraging  sign:  An  estimat- 
ed 20%  of  U.S.  adults  have  swum 
naked.  That's  up  from  15%  in  the 
early  1980s.  And  TANR  claims  its 
membership  is  up  to  70  companies 
from  40  two  years  ago. 


One  of  those  new  tanr  members  is 
Bare  Necessities  Tour  &  Travel,  Inc., 
set  up  two  years  ago  by  Thomas  Tie- 
mann,  a  corporate  lawyer  fr-om  Aus- 
tin, Tex.  The  company  charters  cruise 
ships,  rents  resorts  and  sells  berths  and 
rooms  to  the  clothes-free  crowd.  Tie- 
mann  has  already  filled  up  a  900- 
naturists  Caribbean  cruise  that 
doesn't  sail  for  another  four  months, 
bringing  him  $1.2  million  in  revenues 
for  the  one-week  charter. 

"What  attracted  me  to  this  business 
was  the  economics,"  says  Tiemann. 
Guests  pay  $1,800  to  $5,200  for  the 
week,  depending  on  cabin  location. 
Berths  on  a  comparable  clothes-re- 
quired cruise  go  for  $1,200  to  $2,400 
during  the  peak  \\dnter  season.  Tie- 
mann sells  one  large  charter  and  two 
smaller  charters  a  year,  and  says  his 
profit  margin  is  near  40%.  Next  year 
Tiemann  says  he  plans  to  reserve  an 
entire  Jamaican  resort  for  two  weeks 
for  exclusive  use  by  nudists.  He  uses  a 
network  of  nudist  clubs  to  market  his 
cruises,  cutting  club  owners  in  for  a 
slice  of  his  profits  if  they  push  his 
vacations  to  their  members. 

There  are  even  signs  that  the  big 
cruise  marketers  are  taking  notice. 
Industry  leader  Carnival  Cruise  Lines, 
Inc.  set  up  topless  decks  on  some  of  its 
ships  in  the  late  1980s. 

In  keeping  with  the  way  most  na- 
turists see  themselves,  the  ads  for 
nudist  products  avoid  sexual  innuen- 
do and  remain  wholesome.  Ads  in 
mainstream  publications  like  USA  To- 
day, The  Atlantic  and  Caribbean 
Travel  &  Life  push  nudism  as  a  family 
activity  that  lets  executives  and  other 
busy  people  strip  away  the  stress  of 
corporate  life  along  with  its  uniform. 

Ed  Lange,  a  former  magazine  pho- 
tographer, now  runs  the  Elysium  In- 
stitute, a  nudist  retreat  in  Topanga 
Canyon,  Calif.,  and  a  publishing  com- 
pany and  mail  order  house,  with  com- 
bined revenues  of  $1.5  million. 
Lange's  advertising  pitch:  "There's 
nothing  lewd  about  nude." 

Still,  Glyn  Stout,  die  M.B.A. 
turned  nudist  resort  developer,  comes 
close  to  crossing  the  line  when  he 
gushes:  "The  appeal  [of  naturism]  is 
something  that  comes  from  mutual 
vulnerability.  It  makes  for  smoother 
communications  across  gender  lines. 
It's  like  being  in  the  Garden  ot 
Eden."  Is  that  pre-  or  post-apple?  ■ 
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HERE'S  WHAT  IT  COSTS  TO  TAP  INTO  THOUSANDS  OF  THE  MOST 
HIGHLY  MOTIVATED,  WELL-TRAINED  WORKERS  IN  AMERICA: 


ZERO. 


This  year  nearly  150,000  men  and  women  will  leave 
the  Army  for  the  civiHan  work  force.  According  to  a 
national  survey,  they'll  bring  with  them  the  qualities  9  out 
of  10  employers  look  for.  Things  such  as  self-discipline, 
motivation,  and  leadership. 

The  Army  Career  and  Alumni  Program  ( ACAP)  can 
help  your  business  tap  into  this  pool  of  well-trained  workers. 


CALL 


1 


8    0    0 


By  entering  your  company  on  our  computerized  data  base, 
soldiers  all  over  the  world  can  match  their  training  with 
your  company's  needs. 

Find  out  how  the  Army  Career  and  Alumni  Program 
can  work  for  your  business.  Call  the  toll-free  number  1-800- 
445-2049.  It  could  be  the  most  cost  effective  business  call 
you  ever  make. 


4    4    5 


2    0    4    9 


ARMY    CAREER    &    ALUMNI    PROGRAM 


>rl■J|||i^■ll^.^TAnlJiiliJL■iJL^!1l^■J.^ 


The  Integrated  Services  Digital  Network  was  supposed 
to  be  the  altar  for  the  marriage  of  computers  and 
telephones.  Invitations  are  finally  being  mailed  now. 

The  copper  wire 
gets  fatter 


By  David  C.  Churbuck 

Suppose  YOU'RE  a  surgeon  in  Chicago 
about  to  operate  on  a  patient  from 
Los  Angeles.  You  need  a  few  last 
minute  X  rays  from  your  patient's 
hometown  doctor.  Using  the  latest 
scanner  and  data  transmission  tech- 
nologies, X  rays  can  now  be  broken 
down  into  digitized  bits  of  informa- 
tion, transmitted  across  telephone 
lines  and  reconstituted  at  the  other 
end,  like  fax  messages.  But  there's  a 
problem.  Because  parts  of  the  existing 
phone  system  transmit  analog,  not 
digital  signals,  your  digitized  X  ray 
must  be  converted  into  analog  waves, 
transmitted  and  then  reconverted  to  a 
digital  format  with  a  modem  at  the 
other  end.  That's  why  it  takes  21 
minutes  for  a  single  X  ray  to  be  trans- 
mitted. Unless  you  really  need  those 
X  rays,  you're  likely  to  operate  with- 
out them. 

A  technology  that  has  been  around 
for  decades  may  soon  reduce  that 
transmission  time  dramatically — 
from  21  minutes  to  8  seconds.  The 
teclinology  is  known  as  Integrated 
Services  Digital  Network,  or  by  its 
cumbersome  acronym,  ISDN.  First  de- 
veloped by  Bell  Labs  in  the  1970s, 
ISDN  has  been  a  promising  technology 
that  has  consistentiy  failed  to  deliver 
on  its  potential — for  the  last  decade  it 
has  been  derided  in  circles  as  "It  Still 
Does  Nothing." 

But  now  some  of  high  tech's 
brightest  visionaries  are  confident 
that  ISDN's  time  has  finally  come.  Says 
Mitchell  Kapor,  the  founder  of  Lotus 
Development  Corp.  and  the  Elec- 
tronic Frontier  Foundation,  a  Cam- 
bridge group  that  has  been  pushing 
the  phone  companies  and  regulators 
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to  make  ISDN  service  widely  available: 
"The  whole  idea  that  ISDN  has  been 
tried  and  failed  is  fiction.  When  the 
phone  companies  rolled  it  out  [in 
1986],  ISDN  was  positioned  as  a  high- 
end  service  for  businesses.  They 
didn't  understand  what  they  had." 

What  the  phone  companies  had  in 
ISDN  was  a  technology  to  gready  ex- 
pand the  ability  of  copper  wires  to 
carry  digitized  data.  A  dial-up  phone 
line,  with  modem  attached,  can  be 
trusted  to  move  only  9,600  bits  of 
information  per  second.  But  by  keep- 
ing analog  out  of  the  picture  and 
dispensing  with  the  modem,  the  ISDN 
technology  can  increase  the  wire's 
carrying  capacity  to  64,000  bits  per 
second — and  to  1.5  million  bits  of 
data  per  second  if  ISDN  channels  are 
joined  together  (see  table). 

"This  may  be  one  of  the  biggest 
telecommunications  undertakings 
ever,"  predicts  Richard  Aloia,  Bell- 
core's assistant  vice  president  for 
ISDN.  "It  rivals  the  dial  conversion, 
when  we  went  from  'Hello,  operator' 
to  dial-it-yourself  " 

If  ISDN  is  so  great,  why  has  it  been 
around  so  long  with  so  little  effect? 
The  1984  breakup  of  AT&T  into  re- 
gional operating  companies  diverted 
attention  away  from  making  the  old 
Bell  system's  copper  wire  network 
work  better  to  figuring  out  which 
operating  companies  would  do  what 
and  where.  Companies  that  manufac- 
tured ISDN  devices — ISDN  telephones 
and  computer  adapters — built  propri- 
etary versions  that  varied  from  one 
Bell  operating  company  to  another, 
making  it  impossible  for  a  company's 
computers  in,  say,  Boston  to  commu- 


Richard  Aloia  of  Bellcore 
Pitching  "one  of  the  biggest  telecom- 
munications undertakings  ever." 


nicate  with  a  fellow  computer  in  New 
York  or  Chicago. 

Frustrated  by  the  phone  compa- 
nies' lack  of  standards,  corporate  cus- 
tomers with  lots  of  data  to  ship  turned 
to  leased  lines,  which  cost  as  much  as 
$22,000  a  month  and  were  good  only 
between  two  fixed  points.  Companies 
with  branch  offices,  subsidiaries  or 
customers  spread  across  the  country 
have  been  forced  to  use  dial-up  lines 
and  modems. 

Last  year  the  Corporation  for  Open 
Systems  and  the  North  American 
ISDN  Users  Forum  pressured  the 
phone  companies  and  equipment 
makers  to  standardize  ISDN  service 
and  start  installing  isdn  lines  for  cus- 
tomers who  wanted  them.  The  lob 
byists'  principal  selling  point:  Run 
ning  fiber-optic  lines  to  every  phone 
customer  in  the  country  would  he 
expensive  and  take  a  long  time  to 


KUSI 


Forbes  ■  October  12,  1 W2    U., 


, 


The  need  for  speed 

Image                          Information 
content 

ordinary       one  ISDN 
phone  line      channel 

24  ISDN 
channels* 

Digitized  photo 

1  megabit 

1.7  min        15.6  sec 

0.7  sec 

CAD/CAM 

2  megabits 

3.4  min        31.2  sec 

1.4  sec 

CT  scant 

5.2  megabits 

9  min          1.4  min 

3.3  sec 
8  sec 

Xrayt 

12  megabits 

21  min            3  min 

♦Equivalent  of  one  T-1  line.    tTypical  medical  consultations  may  require  10  to  60  images. 
Source.-  Ascend  Communications 

finish.  By  using  the  existing  copper 
wire  network,  ISDN  could  be  deUvered 
much  sooner  and  would  be  a  good 
starting  point  for  a  high-speed  na- 
tional digital  network. 

In  November  the  fruits  of  that  push 
toward  a  standard  will  be  unveiled  in 
Reston,  Va.  as  National  ISDN  1 .  It  will 
grow  from  a  small  system- — 22  switch- 
es— to  a  national  network.  National 
ISDN  1  will  for  the  first  time  imple- 
ment standards  to  connect  local  carri- 
ers, long  distance  companies,  equip- 
ment manufacturers  and  customers. 

To  install  ISDN  service,  local  phone 
companies  fu-st  must  install  digital 
switches,  replacing  their  old  analog 
systems.  Then,  they  must  make  isdn 
connections  with  the  long  distance 
carriers.  From  there,  delivering  isdn 
to  customers  is  merely  a  matter  of 
.  loading  isdn  software  into  the  digital 
switches.  The  customer  must  invest  in 
ISDN -capable  phones  and  computer 
adapters  ($800  per  phone). 

The  ISDN  service  comes  in  two  ver- 
sions. The  first,  called  Basic  Rate  ISDN, 
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ISDN  fan  Mitchell  Kapor 
Give  ISDN  a  chance. 


consists  of  two  64-kilobit-per-second 
channels  and  one  1 5 -kilobit  control 
channel.  Able  to  transmit  128,000 
bits  of  information  per  second  (13 
times  as  fast  as  a  9,600-bit-per-second 
modem),  this  service  is  aimed  at  the 
residential  and  small  business  mar- 
kets. Price.>  Attractive.  New  England 
Telephone,  the  Nynex  subsidiary  that 
serves  northern  New  England,  has 
won  approval  of  a  residential  isdn 
tariff  that  is  priced  the  same  as  regular 
phone  service. 

The  second  version.  Primary  Rate 
ISDN,  consists  of  twenty-three  64-ki- 
lobit  channels  and  one  64-kilobit 
control  channel.  Those  23  channels 
can  be  aggregated  as  needed.  Maxi- 
mum transmission  capacity:  1.5  mil- 
lion bits  of  data  per  second.  And 
because  the  channels  can  be  con- 
joined and  disjoined,  the  user  pays 
only  for  the  transmission  capacity  he 
needs.  Leased  lines,  though,  are 
priced  on  a  flat-rate  basis:  You  pay 
whether  you  use  the  space  or  not. 

Bellcore's  Aloia  says  the  success  of 


The  old  analog 
phone  lines  will  do 
for  conversa- 
tions and  even 
faxes,  but 
they're  not  fast 
enough  for  im- 
ages. Accelerate 
the  phone  con- 
nections and  a  new 
world  of  applica- 
tions emerges. 


ISDN  will  hinge  on  how  it  is  marketed. 
The  sales  pitch  includes  these  uses: 
telecommuting,  video  conferencing, 
customer  service  call  handling,  tele- 
phone/workstation integration,  im- 
age communications,  remote  termi- 
nal access  to  local  area  networks, 
automatic  number  identification, 
high-speed  file  exchange  and  data 
conferencing. 

Wincing  at  ISDN's  past  promises 
unfulfilled,  Aloia  adds:  "We  won't 
use  the  word  'ISDN.'  " 

As  that  comment  suggests,  Aloia 
has  some  serious  bad  will  to  over- 
come. Notes  Douglas  Gold,  director 
of  communications  research  at  the 
market  research  firm  International 
Data  Corp.:  "A  lot  of  customers  held 
off  making  any  capital  improvements 
while  they  considered  ISDN.  The  ser- 
vice never  materialized,  and  as  a  result 
there  is  a  huge  amount  of  resistance  in 
the  user  community." 

Oddly,  the  phone  companies  aren't 
making  it  easy  to  get  the  service  in- 
stalled. Simson  Garfinkel,  a  San  Fran- 
cisco-based senior  editor  for 
Nextworld  magazine,  discovered  this 
when  he  filled  out  12  pages  of  forms 
over  the  telephone  and  sent  in  photo- 
graphs of  the  equipment  he  planned 
to  connect  to  his  ISDN  line. 

When  a  Forbes  reporter  attempted 
to  order  the  service  in  Massachusetts, 
the  local  phone  company's  service 
representative  scratched  his  head. 
"No  one  around  here  has  heard  of 
that,"  he  said. 

But  Myles  Mendelsohn,  the  assis- 
tant director  of  business  development 
at  Bell  Adantic  in  Arlington,  Va., 
promises  his  company  will  soon  be 
pushing  ISDN  aggressively.  Jokes 
Mendelsohn:  "For  me,  ISDN  is  T  See 
Dollars  Now.'  "  WM 
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Whatif^ 


COMMENTARY  BY  ESTHER  DYSON 
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Esther  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1.0. 


As  ECONOMIC  and  political  Ufe  grows 
increasingly  complex,  it  is  difficult  for 
most  people  to  think  about  the  indi- 
rect consequences  of  their  actions — 
what  economists  call  second-  and 
third-order  effects.  My  favorite  exam- 
ple of  the  inability  to  think  through 
the  consequences  of  an  action  is  an 
apocryphal  poll  that  found  that  89% 
of  people  feel  that  good  drivers 
should  get  a  discount  on  their  auto 
insurance.  Later  in  the  same  survey, 
79%  of  the  respondents  said  that  peo- 
ple with  poor  driving  records  should 
not  be  penalized  with  higher  rates. 

A  popular  computer  game  and  its 
successors  may  help  people  make  bet- 
ter connections  between  Cause  A  and 
Effects  P  and  Q.  The  game  is  called 
SimCity.  It's  a  computer  model  of  a 
city,  complete  with  police,  schools, 
real  estate,  taxes,  residential  and  com- 
mercial zones  and  zoning  laws,  resi- 
dents and  taxpayers,  traffic  and  air- 
ports. You're  the  mayor,  and  you're 
presented  with  various  "what  if?"  sit- 
uations. Raise  the  taxes  to  pay  for 
more  police,  and  the  citizens  will  vote 
you  out.  Lower  the  taxes,  reduce 
police  and  the  crime  rate  goes  up — 
and  you  still  might  get  voted  out.  You 
can  even  add  in  a  simulated  disaster  or 
two,  from  fires  to  an  invading  dino- 
saur. (This  is,  remember,  a  game.) 

Retailing  at  $50  (list)  a  copy,  Sim- 
City  has  turned  out  to  be  a  smash  hit, 
with  over  500,000  copies  sold.  Sim- 
City's  creator,  Maxis  of  Orinda, 
Calif,  recendy  received  $10  million 
in  venture  capital  from  Warburg,  Pin- 
cus  to  fiind  its  move  into  the  serious 
educational  market. 
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That  doesn't  mean  just  schools.  It 
means  creating  simulations  of  real 
companies  for  employee  training  pro- 
grams. For  example,  Maxis  worked^ 
with  Chevron  Corp.  to  build  SimRe- 
finery,  a  computer- simulated  model  of 
Chevron's  huge  refinery  in  Richmond, 
Calif.  Maxis  programmers  spent  sever- 
al months  developing  the  model  with 
Chevron's  Richmond  staff. 

Chevron  will  use  the  model  to  ex- 
plain its  core  business  to  its  employ- 
ees— not  just  the  refinery  operators, 
but  also  people  outside,  in  trading, 
marketing  and  finance.  Other  simu- 
lated refineries  will  be  developed  if  the 
Richmond  pilot  project  is  successful. 

The  refinery  model  includes  inputs, 
various  grades  of  oil  at  various  prices; 
outputs,  petroleum  products  at  vari- 
ous prices;  and  a  whole  set  of  refinery 
tradeoffs.  Produce  more  heating  oil, 
for  example,  and  you  have  less  left 
over  for  high-priced  gasoline  and  jet 
fuel.  Skimp  on  maintenance  spending 
and  a  plant  unit  goes  down,  cutting 
production  for  a  week,  lowering  the 
plant's  income,  and  cutting  further 
into  the  maintenance  budget. 

"We  embedded  several  intuitions 
and  insights  into  the  assumptions  be- 
hind the  design  so  that  people  could 
discover  them  for  themselves,"  says 
developer  John  Hiles  of  Maxis. 
"What  happens  when  you  don't 
spend  enough  money  training  opera- 
tors, for  example.  If  skills  are  too  low, 
then  things  slip,  the  fuels  aren't 
blended  economically,  and  your 
yields  go  down."  The  overall  objec- 
tive is  to  maximize  the  refinery's  long- 
term  profitability,  or  whatever  you 
want  it  to  be.  Like  a  business,  the 
game  doesn't  come  to  a  conclusion; 
you  just  keep  trying  to  get  better  from 
period  to  period. 

An  important  aspect  of  the  game  is 
that  it  shows  people  how  to  do  their 
jobs,  and  it  can  also  show  individual 
workers  how  their  jobs  fit  into  the 
whole  refining  process.  It  helps  em- 
ployees understand  their  roles  in  the 
organization  and  their  relationships 
to  the  process  that  ultimately  pro- 
duces a  paycheck. 

Although     SimRefinery     focuses 


more  on  the  physical  than  the  finan- 
cial aspects  of  the  operation,  it  has  the 
potential  to  explain  the  business  to 
employees  in  a  way  that  neither 
books,  teachers  nor  even  experience 
could.  Real  world  teaching  tries  to 
avoid  disasters,  but  in  fact  people  can 
learn  best  through  mistakes — as  long 
as  they're  only  simulated. 

So  powerful  are  simulations  as 
teaching  tools  that  I  can  imagine  a 
whole  series  of  products  for  a  variety 
of  companies  and  industries — every- 
thing from  manufacturing  to  retail- 
ing, electrical  utilities  to  fast  food  and 
airlines. 

Consider  airline  reservations  per- 
sonnel. How  well  can  they  see  how 
their  performance  affects  the  compa- 
ny overall.''  Imagine  that  one  employ- 
ee is  out  sick  and  10%  more  calls  go 
unanswered  or  find  their  way  to  a  rival 
airline.  With  a  simulation,  it's  easy  to 
watch  the  devastating  effect  of  that 
cascade  through  the  company  if  it 
happened  in  each  office. 

In  building  their  models,  Maxis' 
designers  face  two  hurdles.  One  is 
convincing  senior  executives  to  give 
them  the  technical  and  commercial 
information  the  designers  need  to 
create  realistic  models.  For  all  that  top 
managers  frequendy  say,  "If  only  our 
workers  understood  .  .  .  ,"  many  are 
loath  to  reveal  much  information. 

A  second  issue  is  the  quality  of  the 
assumptions  that  underlie  any  "what 
if?"  simulation.  To  make  a  dynamic 
model,  you  have  to  make  assumptions 
about  cause  and  effect.  For  example,  if 
Congress  increases  depreciation  al- 
lowances, will  management  increase 
capital  spending?  What  if  taxes  on 
capital  go  down  but  taxes  on  incomes 
and  profits  go  up?  What  will  happen 
to  the  quality,  loyalty  and  productivi- 
ty of  employees  if  you  raise  salaries — 
or  just  the  chairman's  salary? 

And  so  on.  In  fact,  one  of  the  best 
reasons  for  companies  to  use  simula 
tions  like  those  Maxis  is  developing  is 
to  encourage  top  managers  to  clarify 
and  examine  their  assumptions.  As 
the  managers  say  of  their  employees, 
"If  only  they  themselves  under- 
stood. ..."  IB 
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Introducing 
new 

dBFast.™ 
The  first  and 
only 
dBASE™ 
compatible 
database  and 
dBASE/X-Base  language  for 
Windows.  Its  the  fastest, 
smartest  and  easiest  way 
for  millions  of  users  and 
developers  to  join  the 
Windows  revolution. 

Graphical,  colorful  dBFast 
will  bring  new  life  to  all  of  your 
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Your  applications  will  really  come  to  life 
with  multiple  colors  andfonts. 

existing  dBASE  programs. 

Liven  them  up  with  multi- 
ple, movable  windows,  pull- 
down menus,  check  boxes,  dia 
log  boxes,  radio  buttons,  push 
buttons  and  bitmap  pic 
tures. 

dBFast  also  helps 


MCROSOFTs 
WDMDOWStm 


dBFast  helps  you  create  powerjul  graphical  database  applications  quickly  and  easily  with 
pull-down  menus,  check  boxes,  radio  buttons  and  even  bitmap  images. 


you  create  new  dBASE 
programs  quickly  and  easily 

Unlike  other  Windows 
development  systems  that  force 
you  to  learn  a  new  language, 
dBFast  allows 
dBASE,  Fox  and 
Clipper  developers 
to  use  the  lan- 
guage they  already 
know  with  more  than  200 
extensions  and  an  interactive 
editor,  compiler  and  linker. 

And  full  industry  standard 
DDE  and  DLL  protocols  allow 


Free 

Demo  Disk 


your  programs  to  communicate 
with  other  Windows  applications. 

So  call  1-800 -CALL  CAI 
and  we'll  rush  you  a  free  Demo 
Disk. 

Call  right  now. 

After  all,  haven't  you  waited 

^7  l2bMPUTER' 


SoAwons  superior  by  design. 

TM 


©  Computer  Associates  International,  Inc.,  1  Computer  Associates  Plaza,  IslandiaNY  11788-7000.  All  trade  names  referenced  herein  are  trademarks  of  their  respective  companies. 
dBASE  is  a  registered  trademark  of  Ashton-Tate  Corporation. 


in«iiuni«f 


SCIENCE  a  nCHNOLOGY 


Electronic 
lifesaveirs 


M 


TTT 

iiiii 


^iiriiiViiiiiii^iiM^i^fiiiii'iiWi 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


Each  year  in  the  U.S.  about 
400,000  people  are  stricken,  quite 
suddenly,  in  a  seizure  called  the 
sudden  cardiac  death  syndrome.  The 
condition  begins  as  a  cascade  of  extra 
heartbeats.  The  heart  races  faster  and 
faster  until  the  cardiac  muscle  loses 
its  coordination.  It  then  continues  to 
contract  in  a  wildly  disorganized 
way,  but  it  no  longer  pumps  blood. 
The  condition  is  called  ventricular 
fibrillation,  from  the  oddly  fibrous 
appearance  assumed  by  the  heart 
muscle  after  it  loses  coordination. 
The  treatment  is  an  energetic  electric 
shock,  and  ambulances  carry  defibril- 
lator paddles.  The  shock  essentially 
zeros  and  resets  the  electrical  activity 
of  the  heart,  so  that  the  normal, 
coordinated  beat  can  resume. 

Unfortunately,  in  most  cases,  by 
the  time  the  ambulance  arrives  it  is 
too  late.  Several  publicly  held  medical 
technology  companies  are  working  to 
help  solve  this  problem  with  an  elec- 
tronic device  called  an  implantable 
defibrillator  (see  Forbes,  July  20). 

For  those  who  do  survive  the  sei- 
zures and  for  other  people  judged  to 
be  at  high  risk  for  sudden  cardiac 
death  syndrome,  an  implantable  de- 
fibrillator can  be  a  lifesaver.  Because 
it  is  implanted,  it  eliminates  the  wait 
for  the  ambulance.  It  electronically 
detects  the  developing  condition 
and  reacts  immediately  with  a  force- 


ful electric  shock  to  the  heart. 

The  most  advanced  devices  of  this 
type  are  smart.  They  contain  a  com- 
puter chip,  and  can  detect  and  react  to 
a  developing  problem  very  early,  us- 
ing relatively  mild  electrical  stimulus 
rather  than  shock  treatment.  A  rhyth- 
mic stimulus  from  the  device  can 
"walk  the  heart  back  down"  to  its 
normal  cadence  of  about  70  beats  per 
minute.  This  electronic  pacing  thera- 
py usually  is  sufficient  to  keep  fibrilla- 
tion from  developing.  But  if  it  does, 
the  device  has  the  power  to  administer 
the  necessary  shock  instantly. 

Three  publicly  held  companies  are 
vigorously  involved  in  the  manufac- 
ture and  development  of  these  de- 
vices: Eli  Lilly  of  Indianapolis 
(through  its  Cardiac  Pacemaker  Inc. 
subsidiary');  Medtronic  of  Minneapo- 
lis; and  Ventritex  of  Sunnyvale,  Calif 
Involved  overseas  are  Siemens  SP  of 
Germany,  the  Sultzer  Brothers  of 
Switzerland  and  Pacific  Dunlop  of 
Australia. 

At  issue  is  a  market  that  is  currently 
thought  to  be  worth  about  $200 
million  in  annual  revenues,  according 
to  Bernie  McDonagh,  a  managing 
director  of  Piper  Jaflfray  in  Minneapo- 
lis. These  revenues  now  flow  primarily 
to  Lilly,  which  has  the  only  FDA- 
approved  device  now  marketed  in  the 
U.S.  This  Lilly  unit  requires  open- 
chest  surgery  to  install.  Newer  devices 
(which  are  not  yet  approved  by  the 
FDA  for  use  in  the  U.S.)  involve  rela- 
tively minor  surgery.  These  tiny,  so- 
phisticated new  devices  could  open 
the  market  for  implantable  defibrilla- 
tors to  a  wider  universe  of  patients — 
perhaps  60,000  each  year — if  and 
when  they  are  approved. 

Analysts  put  the  annual  market  in 
the  $1.2  billion  range  by  the  late 
1990s.  The  defibrillator  may  in  some 
cases  pick  up  some  of  the  pacemaker's 
business,  as  it  can  be  designed  to 
assume  the  pacemaker's  fiinction  of 
speeding  the  cadence  when  the  heart 
beats  too  slowly. 


The  smart  implantable  defibrilla- 
tors, which  are  available  from  U.S. 
companies'  distributors  in  Europe 
now,  are  sold  by  the  manufacturers  to 
hospitals  and  other  institutions  for 
about  $20,000  each.  The  price 
should  come  down  over  time,  as  it  did 
for  the  pacemakers,  which  are  now 
priced  from  $1,500  to  $9,000. 

The  technology  is  rather  straight- 
forward, and  it  would  seem  difficult 
for  any  of  the  competing  companies 
to  develop  a  commanding  lead  based 
on  technology  points,  but  the  likely 
market  share  winner  at  this  moment 
appears  to  be  Medtronic.  It  makes  its 
own  microprocessor  for  this  appUca- 
tion.  Its  heart-stimulating  electrodes 
can  be  implanted  in  the  heart  tissue 
through  a  vein,  using  a  catheter,  so 
open-chest  surgery  is  not  required. 
Lilly  can  also  accomplish  this.  So  can 
Ventritex — but  Ventritex  will  have  to 
buy  the  catheter  electrode  technology 
from  its  competitors,  at  least  in  the 
near  term.  Ventritex,  for  its  part,  is 
able  to  claim  more  efficient  electron- 
ics, which  achieve  defibrillation  at 
lower  shock  energies. 

Lilly's  share  of  market  will  probably 
diminish  as  more  new  players  enter 
this  field.  Ventritex  is  the  pure  play, 
but  it  is  a  relatively  new  issue — and  a 
pure  play  is  not  necessarily  a  good 
thing  in  medical  technology. 

Medtronic  is  diversified  and  has 
worked  with  cardiologists  for  decades 
on  the  closely  related  technology  of 
pacemakers.  Medtronic  probably 
claims  40%  of  the  pacemaker  market, 
and  pacemakers  accounted  for  over 
half  of  its  $1.2  billion  revenues  in 
fiscal  1992.  It  netted  $162  million,  or 
$2.71  per  share,  and  paid  a  dividend 
of  48  cents  per  share. 

Its  more  advanced  implantable  de- 
fibrillator is  now  being  sold  in  Eu- 
rope. Awaiting  FDA  approval  in  the 
U.S.  is  a  much  more  difficult  to  im- 
plant defibrillator  that,  like  Lilly's  al- 
ready approved  unit,  still  requires 
open-chest  surgery.  But  it  is  smart. 
FDA  approval  was  recommended  by  an 
advisory  panel  many  months  ago  but 
has  not  yet  been  forthcoming,  so  the 
stock  is  marking  time. 

Medtronic  has  been  touted  strenu- 
ously (by  the  financial  community, 
not  by  the  companies),  but  I  think 
it  is  a  reasonable  buy  in  the 
$90 -to  $95  range.  Hi 
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Raytheon's  United  Engineers  & 
Constructors  (UE&C)  has  the  know-how 
to  help  companies  cost  effectively  plan 
ahead  for  clean  air  compliance. 

The  world's  industries  are  hard  at  work  cleaning  up.  But 
they'll  have  to  work  harder.  Because  all  over  the  world  clean 
air  regulations  vyill  only  get  stricter. 

Raytheon's  UE&C  is  ready  for  any  clean  air  cha'lenge 
the  future  may  hold.  In  all  areas  of  manufacturing  -  steel, 
chemicals,  pharmaceuticals,  food  processing,  petroleum 
refineries  and  power  generation  -  UE&C  projects,  large  or 
small,  are  marked  by  cost  effective,  innovative  engineering 
and  construction. 

For  example,  we're  helping  such  clients  as  the  operating 
companies  of  Allegheny  Power  System  and  the  Tennessee 
Valley  Authority  install  emission  control  "scrubbers." 


Our  goal:  minimum  downtime  for  operations. 

We're  always  looking  over  the  horizon.  Because  what  passes 
for  clean  air  today,  won't  tomorrow.  All  over  the  world,  the 
rules  will  only  get  stricter.  And  those  who  don't  plan  ahead, 
can  only  fall  behind. 

Send  us  more  challenges. 

The  same  "can-do"  spirit  that  makes  Raytheon  a  leader  in 
energy  and  environmental  services  is  also  the  driving  force 
behind  our  proven  performance  in  defense,  electronics, 
aviation  and  appliances. 
We  thrive  on  challenges.  Send  us  more. 


Raytheon 


WE  THRIVE  ON  CHALLENGES 


\ 


It's  a  whole  new  kind  of 
all-season  technology. 

Climate  Control. 

And  only  Michelin  tires 
have  it.  Climate  Control 
means  comfort. 

The  kind    JP  of  comfort 
that  comes  JF  from  the  most 
'  advanced  ^all-season  luxury 
performance  tire 
we've  ever  made- 


special.  It  is  special. 
Because 

it  helps  maintain 
Michehn's 

renowned 
all-season  per- 
formance 
from  the  first' 
mile  to  the  last. 
And  you  get  our 
excellent  traction,  grip  and 
high-speed  stability 
come  rain,  snow 
♦j^    or  shine. 
i\Z^       Plus  the  classic 
smooth  and  quiet  ride    ^ 
that  makes  a  Michelin  a 
Michelin. 


f 


the  new  MXV4. 

With  a  tread 
design  that  does 

more  than  look 


And  lesser 
tires  just  that. 
Best  of  all, 
because 
the  new  MXV4 
is  a  Michelin, 
you  know  it's 
going  to  last. 
So,  why  settle 
for  a  tire  that  merely 
copes  with 
challenging  roads  when 
you  can  get  one  that 
actually  enjoys  them. 

The  new  Michelin  MXV4 
with  Climate  Control. 
The  luxury  performance 
tire  engineered  to  keep 
your  temperature 
from  rising. 


MICHELIN* 

BKAUSESOMUCHIS 
RinNGONYDURTKES.'' 
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The  electronic  office-to-go  is  getting  smaller, 

easier  and  cheaper  to  use.  Here's  the  latest  in  new  gear. 

Never  did  I  think 
I'd  welcome  a 
flight  delay" 


By  David  C.  Churbuck 

If  you  have  to  stay  in  constant  touch 
with  your  office  while  traveling,  two 
new  pieces  of  electronic  equipment 
have  come  on  the  market  that  make 
telecommunicating  on  the  go  easier, 
faster  and  cheaper. 

The  first  is  Ericsson  GE  Mobile 
Communications  Inc.'s  Viking  Ex- 
press kit.  It  takes  something  old — 
radio — and  blends  it  with  something 
'new — high-powered  laptop  comput- 
ers. And  it  says  good-bye  to  the  tele- 
phone. The  hardware  was  introduced 
in  January,  but  the  necessary  radio 
hookups  became  widely  available  only 
this  month. 

The  Viking  Express  kit  consists  of  a 
Hewlett-Packard  95LX  palmtop  per- 
sonal computer  (it  is  smaller  than  a 
VHS  videotape  cassette)  and  a  Mobi- 
dem  radio  modem  (the  size  of  a  walk- 
ie-talkie). The  two  pieces  fit  into  a 
small  vinyl  portfolio  that  can  easily  fit 
inside  an  attache  case.  Total  weight: 
only  3  pounds.  Cost:  $1,995, 
through  Ericsson  (201-265-6600). 

The  Viking  Express  uses  dedicated 
radio  frequer^cies — not  telephone  cir- 
cuits— to  seqd  and  receive  electronic 
mail.  (The  Mobidem  operates  in  the 
900MHz  band,  just  above  the  cellu- 
lar-telephone frequencies.  But  users 
don't  have  to  concern  themselves 
with  that,  because  using  the  system  is 
•  as  simple  as  flipping  a  switch.) 

Using  Viking  Express,  you  can  now 
receive  and  transmit  E-mail  at  will 
through  Internet,  the  largest  comput- 
er network  in  the  world.  Provided,  of 
course,  that  you  are  in  an  area  where 
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the  radio  service  is  available. 

For  the  heavy  E-mail  user,  the  sys- 
tem is  a  godsend.  Colonel  James 
Opfer,  for  example,  is  a  communica- 
tions officer  in  the  U.S.  Air  Force. 
When  on  the  road,  he  routinely  re- 


ceives, and  has  to  respond  to,  up  to 
150  messages  a  day.  He  eagerly 
signed  on  as  a  trial  user  of  Viking 
Express  this  summer. 

"This  is  incredibly  liberating  tech- 
nology," says  Opfer.  "Never  did  I 
think  I  would  welcome  a  flight  delay 
so  much,  but  now  I  can  sit  in  the 
terminal,  flip  on  the  unit  and  send  and 
receive  messages  up  until  flight  time. 
During  the  flight  I  can  reply  to  the 
messages,  store  the  replies  and  then 
batch  them  all  out  to  their  destination 
when  I  land  again." 

Opfer,  who  first  used  a  laptop  in 
1983 — back  then  it  was  a  1 2 -pound 
Grid  machine — says  wireless  commu- 
nication is  far  more  efficient  and  far 
easier  than  dealing  with  the  complex- 
ities of  data  communications  through 
a  traditional  laptop  computer  and 
hard- wire  or  cellular  phone. 

Although  the  keyboard  on  the 
Hewlett-Packard  95LX  is  small,  most 
people  with  two  adroit  index  fingers 
can  get  along  just  fine  for  most  short 
messages.  To  accommodate  longer 


Air  Force  Colonel  James  Opfer  catches  up  on  E-mail  in  Redondo  Beach,  Calif. 
The  Viking  Express  kit  weighs  only  3  pounds  and  needs  no  phone. 
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memos,  Ericsson's  partner.  Anterior 
Technolog\'  of  Menlo  Park,  Calif.,  is 
now  at  work  on  a  version  of  the 
software  that  will  work  with  standard 
laptops. 

At  present  the  Viking  Express  can 
be  used  in  parts  of  50  major  cities. 
And  by  mid- 1993  another  50  cities 
are  slated  to  handle  the  radio  linkup  to 
Internet. 

The  radio  waves  aren't  free,  of 
course.  Anterior  TechnologN'  charges 
its  Radio  Mail  customers,  including 
Viking  Express  users,  $99  to  sign  up 
and  receive  an  Internet  address,  and 
an  additional  S89  per  month  to  send 
up  to  a  hundred  50-word  messages. 
Additional  50-word  messages  cost 
the  price  of  a  postage  stamp:  29  cents 
each.  But  the  total  cost  is  still  a  lot  less 
than  sending  the  messages  over  a 
cellular  phone. 

The  biggest  drawback  of  the  system 
is  that  it  can  handle  only  E-mail.  In 
other  words.  Viking  Express  cannot 
be  used  to  search  databases,  access 
stock  quotes,  send  and  receive  faxes  or 
any  of  the  other  flm  stuff  that  is 
possible  with  a  cellular  or  traditional 
telephone. 

The  other  new  piece  of  mobile 
communicating  equipment  is  for  cel- 
lular phone  users.  Until  recently,  to 
make  your  laptop  work  over  a  cellular 
phone  you  needed  a  special  cellular 
telephone  modem  costing  up  to 
$900.  Smallest  and  lightest  is  the 
Micro  Port  42  32  bis,  available  from 
Microcom,  Inc.  of  Norwood,  Mass. 
About  the  size  of  a  pack  of  cigarettes, 
it  costs  S899. 

But  in  April  Spectrum  Cellular 
Corp.,  a  subsidian,'  of  New  York- 
based  Spectrum  Information  Tech- 
nologies, introduced  its  Axcell  cellu- 
lar adapter.  Costing  just  $320  to 
S395,  the  Axcell  marries  your  laptop 
computer  to  your  hand-held  cellular 
phone — provided  you  already  have  a 
standard  phone  line  modem.  Many 
laptops  now  have  modems  built  in,  or 
they  can  be  bought  separately  for 
under  S300. 

The  transmission  cost  is  greater 
than  with  the  Viking  Express,  but  so  is 
your  range  of  options. 

As  mobile  communicating  gets  eas- 
ier and  cheaper,  will  anyone  ever 
bother  going  into  the  office.^  Will 
downtown  commercial  real  estate 
ever  recover.^  Hi 


This  genre  of  paintings  serves  as  another  reminder  that 
when  it  comes  to  collectibles,  every  dog  can  have  its  day. 


Dogairt 


By  Carol  M.  Cropper 

Queen  Victoria's  mother  started  it 
all.  For  Victoria's  17th  birthday,  in 
1836,  the  Duchess  of  Kent  gave  her 
daughter  a  portrait  of  the  future  mon- 
arch's dog,  Dash,  a  King  Charles 
Spaniel.  The  painter  was  Sir  Edwin 
Henrx'  Landseer. 

After  Victoria's  coronation  a  year 
later,  the  dog-loving  queen  began 
what  became  a  lifelong  vocation  of 
commissioning  dog  portraits.  Brit- 
ain's gentn'  happily  followed  suit.  A 
genre  was  born. 

It  fell  into  disfavor,  however,  after 
photography  came  along  and  the  sta- 
tus of  I9th-centur\'  English  art  in 


general  waned.  But  today  decorators 
and  well-heeled  American  collectors 
are  again  paying  big  money  for  dog 
art.  A  good  I9th-centur\'  painting  by 
even  an  unknown  artist  costs  $4,000 
to  S7,000;  a  recognized  name  will  run 
$20,000  to  $30,000.  And  paintings 
by  top  British  artists  like  Landseer  or 
George  Stubbs  (previously  known 
mainly  for  his  horse  portraits)  can 
fetch  hundreds  of  thousands  of  dol- 
lars. Landseer's  portrait  of  a  New- 
foundland hound  named  Neptune 
went  for  a  record  $577,500  at  a  1989 
Sotheby's  auction.  Since  then  prices 
are  steadv. 


Brooke  Astor's  dog  portraits  at  her  estate  in  Briarcliff  Manor,  N.Y 

The  King  Charies  Spaniel  (foreground)  is  by  Sir  Edwin  Henry  landseer. 
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Gilbert  S.  Kahn 
(From  top,  clock- 
wise) portraits  by 
Frances  L.  Fair 
man  and  Leon  Paul 
Pierre  Glaize;  En- 
glish bulldog  pil- 
low; real  Shih 
Tzu  champion. 


BELOW: 

A  Norwich  terrier 

byGourlaySteell 

Kahn  paid  $100 

forthisinl955.lt 

is  now  worth 

about  $10,000. 


What  accounts  for  the  new  popu- 
larity of  this  humble  art  form?  In  the 
late  1970s  and  1980s  influential  de- 
signers like  Mario  Buatta  began  incor- 
porating dog  portraits  into  an  English 
country  look.  "It  very  much  has  to  do 
with  that  whole  Ralph  Lauren  look — 
dog  pictures,  sporting  pictures,"  says 
Sotheby's  Benjamin  Doller,  who  spe- 
cializes in  19th-century  European 
paintings. 

New  York  philanthropist  Brooke 
Astor  has  been  collecting  dog  por- 
traits for  30  years.  The  halls  at  Astor 's 
Briarclifif  Manor  estate,  just  north  of 
New  York  City,  are  lined  with  74  of 
them,  including  a  Landseer  once 
owned  by  the  Duke  of  Devonshire.  "I 
got  interested  because  I  love  dogs  so 
much,"  says  Astor.  But  after  reflect- 
ing on  the  current  prices  of  dog  art  she 
confides:  "I  don't  think  I  could  afford 
to  buy  these  big  paintings  I've  got 
today." 

"People  who  are  not  dog  lovers 
don't  understand  it,"  says  Miami  col- 
lector Gilbert  S.  Kahn  of  his  passion 
for  dog  pair\tings.  "They  think  I'm 
crazy."  Kahij,  who  breeds  Shih  Tzu 
and  Japanese  Chins,  spotted  his  first 
canine  painting  at  a  New  York  antique 
store  in  1955.  It  was  a  portrait  of  a 
terrier.  Kahn  then  owned  terriers  and 
paid  $100  for  the  picture.  Twenty 
years  later  he  learned  it  was  painted  by 
Gourlay  Steell,  the  man  Queen  Vic- 
toria named  Animal  Painter  for  Scot- 
land in  1874.  "It's  certainly  worth 
$10,000  today,"  Kahn  says. 

Kathleen  Jeffords  of  Manhattan  re- 
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members  scooping  up  examples  of 
the  out-of-favor  art  for  a  pittance  in 
the  1950s.  Her  first  dog  portrait — a 
springer  spaniel  painted  by  Richard 
Ramsay  Reinagle  in  1815 — cost  $600 
in  1952.  She  estimates  it  would  sell 
for  $10,000  to  $20,000  today. 

Like  virtually  all  serious  dog  art 
collectors,  Jeffords  loves  the  animals 
in  the  flesh  as  well.  She  has  32  Peking- 
ese, mostly  housed  at  her  Pennsylva- 
nia estate.  "At  one  time,  I  had  over 
200  dogs  of  all  varieties,"  she  says. 
Her  late  husband,  Walter,  kept  90 
hunting  dogs. 

Ruth  Havemeyer  Norwood  comes 
from  a  family  famous  for  its  art  collec- 
tions. In  1929  her  great-uncle  H.O. 
Havemeyer  donated  most  of  his  vast 
impressionist  and  Old  Masters  collec- 
tion to  New  York  City's  Metropolitan 
Museum  of  Art.  Norwood  still  has  a 
few  other  impressionists,  but  she  has 
hang  them  away  upstairs.  The  paint- 


ings displayed  on  her  living  room 
walls  in  tony  Southampton,  N.Y.  are 
portraits  of  dogs. 

Norwood  says  she  began  collecting 
dog  paintings  fairly  recently,  in  1987, 
just  before  prices  really  shot  up,  and 
then  redecorated  her  home  around 
the  paintings.  She  figures  her  collec- 
tion of  twelve  19th-century  and  early 
20th-century  portraits  cost  $77,000 
altogether  and  is  now  worth  three 
times  that  amount. 

Like  Jeffords,  Astor  and  Kahn, 
Norwood  knows  a  lot  about  dogs. 
She  breeds  miniature  pinschers,  and 
says  she  likes  paintings  that  tell  a  story 
or  feature  expressive  canine  faces.  Her 
favorite  (and,  at  $16,000,  most  ex- 
pensive) painting  is  an  1890  Robert 
Morley,  titled  "Not  a  Love  Match." 
In  it,  an  alert  fox  terrier  stands  across  a 
tennis  net  from  an  arched  and  hissing 
gray  cat. 

"The  purebred  dog  people  are  still 
the  backbone  of  the  collecting,"  says 
William  Secord,  an  art  dealer,  found- 
ing director  of  the  Dog  Museum 
(now  in  St.  Louis)  and  author  of  the 
forthcoming  book  Do^r  Paintingi 
1840-1940:  A  Social  History  of  the  Do^ 
in  Art.  Secord  divides  collectors  into 
three  categories:  purebred  dog  peo- 
ple, sporting  dog  people  and  plain  old 
pet  people.  Collectors  in  the  first  two 
categories  make  up  the  market  for 
English  paintings  of  the  late  18th  to 
early  20th  centuries.  But,  says  Secord, 
collectors  in  the  third  category  often 
are  content  to  buy  contemporary 
paintings  of  their  own  and  other  peo- 
ple's pets.  Secord  sends  these  buyers 
to  Christine  Merrill,  a  Maryland 
painter  who  charges  anywhere  from 
$3,000  to  $9,000  for  a  portrait  of  the 
family  pooch. 

For  those  interested  in  learning 
more  about  dog  painting,  Secord's 
book  is  available  from  the  Antique 
Collectors'  Club  in  Woodbridge,  Suf- 
folk, England.  Two  London  dealers 
who  sell  dog  paintings — Richard 
Green  and  lona  Antiques^will  have 
booths  at  the  International  Fine  Art 
and  Antique  Dealers  Show  in  New 
York,  Oct.  24  through  29.  Sara  Dav- 
enport Gallery  in  London  and  Se- 
cord's New  York  gallery  also  deal  in 
dog  paintings,  and  Sotheby's  offers 
such  art  in  its  annual  Sporting  Paint- 
ings and  Sculptures  auction,  held 
each  June.  WM 
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Good  friends 

Looks  as  if  Peter  Cohen  may  have 
landed  a  permanent  job  at  a  former 
employer.  Republic  New  York  Corp., 
the  holding  company  for  $27  billion 
(assets)  Republic  National  Bank  of 
New  York. 

Cohen,  the  former  chairman  and 
chief  executive  of  American  Express' 
Shearson  Lehman  Hutton,  has  been 
without  a  real  job  since  1990,  when 
both  companies'  fortunes  dipped  and 
AmEx  boss  James  Robinson  threw 
Cohen  to  the  wolves.  Since  then  Co- 
hen has  plied  a  variety  of  temporary' 
jobs.  Former  boss  Marshall  Cogan 
gave  him  an  office  and  put  him  on  the 
board  of  his  plastic  foam  company,  21 
Foam,  at  $25,000  a  year.  Cohen  got 
another  $82,000  last  year  for  consult- 
ing work  at  Andover  Togs,  a  publicly 
owned  children's  clothing  manufac- 
turer run  by  his  older  brother  William. 

But  Cohen's  most  valuable  friends 
have  been  Lebanese  billionaire  Ed- 
mond  Safra,  Republic's  largest  share- 
holder, and  Republic's  president,  Jef- 
frey Keil.  In  the  late  1970s  Cohen 
worked  for  Safra  and  Keil  as  Repub- 
lic's executive  vice  president  for  a  year 
before  returning  to  Wall  Street.  "Pe- 
ter has  been  close  to  Edmond  Safra 
and  Republic  for  years,"  says  former 
American  Stock  Exchange  Chairman 
Arthur  Levitt,  who  has  known  both 
men  for  many  years.  "And  Republic  is 
a  very  loyal  group." 

For  the  past  few  months  Cohen, 
now  46,  has  been  helping  Republic 
develop  a  full-service  brokerage  com- 
pany. Officially  he  is  an  outside  con- 
sultant, but  inside  sources  believe  that 
Safra  and  Keil  want  Cohen  to  run  the 
securities  firm  (which  is  called  Repub- 
lic New  York  Securities  Corp. )  as  soon 
as  the  Federal  Reserve's  Board  of 
Governors  gives  its  approval,  proba- 
bly by  year- end. 

Keil  says  the  firm  is  staflfed  and 
ready  to  provide  institutional  services 
as  well  as  investment  advice  and  bro- 
kerage services  for  individual  custom- 
ers. He  thinks  he  can  compete  with 
the  best-known  investment  houses 
and  boost  fee  income  by  tapping  the 
bank's  three  sources  of  fiinds:  corpo- 
rations, wealthy  private  banking  cli- 
ents and  retail  depositors.  Says  Keil, 
"We  expect  to  give  Fidelity  and  Drey- 
fus a  ver}^  good  run  for  their  money  in 
the  retail  market." 
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Beyond  the  Valley 
of  the  Dolls 

Bac;kin  1967  Anthony  Scotti  played 
the  movie  role  of  Tony  Polar,  the 
heartthrob  in  Valley  of  the  Dolls,  Jac- 
queline Susann's  tale  of  Tinseltown. 
But  having  reached  stardom,  he  then 
quit  acting.  "1  had  come  to  the  con- 
clusion," he  recalls,  "that  acting  was 
the  most  god-awfiil  boring  thing  a 
human  being  could  do." 

Today  Scotti  is  chief  executive  of 
All  American  Communications,  one 
of  the  few  surviving  independent  pro- 
ducers and  distributors  of  television 
programming.  The  key  to  its  survival: 
low-cost  production.  When  nbc:  can- 
celed Baywatch,  its  program  about 


LEFT: 

Anthony  Scotti, 
chief  executive 
of  All  American 
Communications 
"Acting  was  the 
most  god-awful 
boring  thing 
a  human  being 
could  do." 


California  lifeguards,  in  1990,  All 
American  picked  it  up  as  a  first-am 
syndicated  show.  Scotti's  outfit  is 
now  producing  new  episodes  for 
$775,000  apiece,  $475,000  less  than 
the  original  producer,  Grant  Tinker's 
CiTG  Entertainment,  had  spent.  The 
savings  come  from  cutting  studio 
overhead  cost  and  using  about  25% 
fewer  production  staffers. 

Scotti  founded  All  American  in 
1982  with  George  Back  and  Sydney 
Vinnedge.  He  also  contributed  its 
first  hit:  America's  Top  Ten,  a  half- 
hour  i"V  show  reviewing  the  week's 
top-selling  records.  Last  year  Scotti 
became  chief  executive  when  he 
merged  his  privately  held  record  pro 
duction  company  into  All  American. 
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OK,  Leti  get  down  to  business'."  Funny  how  the  two  objects  below  resemble  one  another.  But  if  you  had  to  invest  a  sizeable 
chunk  of  your  cash  flow  in  a  new  phone  system,  you  might  fail  to  see  the  humor.  Which  is  why  you  should  know  about  CentraNet* 
service  from  GTE.  With  CentraNetf  you  get  all  the  features  and  flexibility  of  the  most  sophisticated  business  telephone  system,  with- 
out a  large  capital  outlay.  So  there's  no  risk  of  buying  too  much  system,  or  too  little.  In  fact,  there's  hardly  a  risk  at  all .  Because  every- 
thing you  need  for  CentraNet*  to  work  on  your  phones  is  located  at  our  office,  not  yours.  And,  you  can  add  lines  or  change  features 
anytime.  For  example,  if  you  have  an  office  in  one  location  and  expand  to  another,  you  can  connect  the  two  without  incurring  any 
additional  expenses.  Call  us  at  1-800-462-6000.  Because  you  do  have  a  choice.  Go  with  ^^^^^^^^^^^  Or  go  with  the  flow. 


Why  pour  money  down  either  one? 


CentraNet    is  a  registered  service  mark  of  GTE  Corporation.  CentraNet    service  is  available  in  most  areas. 


(SO 


THE  POWER  IS  ON 


FACES  BEHIND  THE  FIGURES 


The  merger  seems  to  be  working. 
Revenues  for  the  first  six  months  of 
1992  have  nearly  tripled,  to  $27  mil- 
lion; net  income  has  gone  from  a  loss 
of  $968,000  to  a  $642,000  profit. 
Says  Scotti,  "It's  a  lot  less  boring  than 
acting."  -Lisa  Gubernick 

Turf  wars 

"We  have  very  good  relations  with 
other  stock  exchanges,"  Sir  Andrew 
Hugh  Smith  says  with  a  smile,  "even 
though  they  deeply  resent  what  we're 
doing." 

Sir  Andrew  is  chairman  of  the  Lon- 
don Stock  Exchange,  which  has  done 
enormously  well  trading  foreign 
stocks.  About  7%,  or  $817  billion,  of 
the  world's  equity  trading  is  now 
done  cross  border — buying  one 
country's  stocks  on  another's  ex- 
change. London's  international  stock 
quote  system,  seaq  International,  has 
captured  two-thirds  of  that  cross-bor- 
der business  worldwide,  and  95% 
within  Europe. 

That  amounts  to  a  serious  threat  to 
other  European  exchanges  that  have 
not  made  London's  investments  in 
modernization.  The  London  market 
for  French  equities,  for  example,  has 
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grown  to  30%  of  the  trading  volume 
in  Paris.  For  German  equities  the 
figure  is  11%;  for  Japanese  equities, 
8%.  seaq's  big  attraction:  Market- 
makers  broadcast  their  bid  and  ask 
prices  throughout  the  system,  allow- 
ing institutional  buyers  and  sellers  to 
haggle  for  better  prices. 

Smith,  a  61 -year-old  Cambridge 


graduate  who  practiced  law  before 
moving  to  the  City,  admits  to  prob- 
lems elsewhere  on  the  lse.  One  exam- 
ple: Taurus,  an  electronic  process  that 
will  greatly  speed  up  the  time  it  takes 
for  London  trades  to  setde,  is  millions 
over  budget  and  embarrassingly  be- 
hind schedule. 

Looking  ahead.  Sir  Andrew  says  he 
wants  to  combine  large-cap  U.K. 
stocks  with  European  stocks  that 
trade  on  seaq  International  to  form  a 
single  European  market.  Expect  Eu- 
rope's more  antiquated  exchanges  to 
try  to  block  him. 

Minoi*  leag;ue  turnaround 

"I'VE  ALWAYS  liked  watching  kids  play 
baseball,"  says  former  shortstop 
Derrel  (Bud)  Harrelson,  who  made  a 
living  doing  just  that  as  manager  of 
the  New  York  Mets  in  1990  and 
1991.  But  when  the  Mets  finished 
next  to  last  in  their  division  last  year, 
Harrelson  got  the  sack. 

Deciding  that  he'd  rather  watch  the 
kids  from  the  owner's  box  than  from 
the  dugout,  Harrelson,  48,  raised 
$2.5  million  to  buy  the  Peninsula 
(Va.)  Pilots,  the  Class-A  farm  club  of 
the  Seattle  Mariners.  The  deal  should 
close  this  month,  after  major  and 
minor  league  oflficials  give  their  final 
approval,  but  Harrelson  has  been  run- 
ning the  club  since  March. 

He  took  on  a  handful.  In  the  1991 
season  the  Pilots  came  in  last,  on  a  22- 
game  losing  streak,  and  recorded  the 
lowest  attendance  in  the  league — an 
average  of  just  400  fans  a  game.  Even 
the  field  was  an  eyesore. 

Once  Harrelson  took  charge  the 
Mariners  were  willing  to  send  down 
better  players,  who  helped  double 
ticket,  soda  and  hot  dog  sales.  The 
Pilots  will  break  even  this  year,  and 
they  finished  the  season  with  74  wins 
and  64  losses,  champions  of  the  Caro- 
lina League. 

Now  Harrelson  has  decided  to 
move  the  team  to  Wilmington,  Del., 
which  hasn't  had  a  local  minor  league 
team  since  the  Double-A  Blue  Rocks 
folded  in  1952.  The  decision  was 
strictly  business:  Wilmington  has 
promised  to  build  the  Pilots  a  new 
$5.5  million,  5,000  seat  stadium, 
complete  with  12  skyboxcs.  The  Pi 
lots  plan  to  move  in  next  spring. 

-Elizabeth  Comie  ^ 
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Banyan  now  offers 
two  ways  to  get  enterprise- 
wide  networlcing. 


Traditional. 

For  years,  the  world's  largest  enterprise 
networks  have  run  on  Banyan  VrNESf 
Banyan  is  the  leader  in  enterprise-wide 
PC  networking. 

Others  try,  but  none  can  equal  our 
ability  to  integrate  PCs,  minicomputers 
and  mainframes. 

This  is  because  VINES  was  built  for 
the  enterprise -not  the  workgroup.  Our 
enterprise  network  services  are  unified 
for  a  single  system  view,  creating  a 
network  that  is  infinitely  easier  to  use 
and  manage. 

In  fact,  independent  research  shows 
VINES  is  also  the  most  cost-effective 
network. 

Indeed,  no  matter  how  large  your 
VINES  network  becomes,  expense  will 
always  be  held  to  the  barest  minimum. 

This  effortless  expansion  is  made  pos- 
sible in  part  by  StreetTalk,®  the  industry's 
best  global  directory,  plus  enterprise- 
wide  services  such  as  administration, 
security  and  messaging,  which  speeds 
and  streamlines  network  tasks,  making 
network  managers  far  more^jroductive. 

Field-proven  and  perfected  over  nine 
years,  VINES  is  a  critical  component 
of  some  of  the  world's  largest  computer 
networks.  And  is  used  by  nearly  two 
million  eminently  satisfied  people. 

For  more  information  on  Banyan 
VINES,  call  1-800-828-2404. 


VINES 
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Outrageous. 

Are  we  really  suggesting  loyal  NetWare* 
customers  turn  to  Banyan  to  fulfill  their 
dreams  of  enterprise-wide  networking? 

Absolutely! 

Introducing  ENS.  You  can  have  enter- 
prise network  capability  for  your  2.X,  3.X, 
and  4.x  workgroups  without  disrupting 
your  current  environment  or  budget. 

ENS  from  Banyan  is  not  a  network  oper- 
ating system.  It's  a  powerful  family  of 
unified  software  products  that  will  give 
users  and  managers  immediate  advantages: 

1 .  StreetTalk.  The  best  global  naming 
and  directory  system  available  anywhere 
-the  key  to  greatly  simplified  manage- 
ment and  ease  of  use.  2.  The  ability  to 
add  users,  access  profiles,  and  security 
data  all  at  once,  across  the  entire  network. 
3.  Single  system  integration  of  all  NetWare 
users,  regardless  of  network  revision- no 
upgrades  are  necessary. 

Outrageous,  yes,  but  what  potential! 
Products  that  will  turn  your  NetWare 
workgroups  into  a  true  enterprise-wide 
network.  A  whole  new  class  of  network 
capability  to  increase  your  IS  utilization, 
reduce  costs  and  increase  productivity. 
Don't  commit  to  any  upgrades  until 
you  have  assessed  ENS,  the  ultimate 
NetWare  enhancement. 

For  more  information  on  Banyan  ENS, 
call  1-800-828-2404. 
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(continued  from  p.  22.) 

lie  actively  resists  widening  govern- 
mental controls  in  all  aspects  of  our 
personal  and  business  lives,  the  feel- 
ing bad  can  only  get  worse. 
-John  F.  Fielder 
San  Francisco,  Calif. 

Sir:  Pegg)'  Noonan's  willingness  to 
dismiss  this  life  in  favor  of  an  expected 
next  one  is  fearful. 
-David  Lerner 
New  York,  N.T. 

Sir:  We  are,  as  a  country,  in  great 
shape.  We  just  don't  seem  to  under- 
stand and  appreciate. 
-Jim  Bell 
Manchester,  N.H. 

Sir:  I  consider  myself  a  value  investor. 
Purchase  of  your  75th  Anniversary 
Edition  proved  such. 
-J.  Senger 
Punta  Gorda,  Fla. 

Sir:  Peggy  Noonan's  suggestion  that 
the  answer  to  that  angst  lies  in  faith 
and  trust  in  God  seems  a  main  hold- 
over from  her  early  religious  training 
and  will  satisfy  few  of  us  who  are 
unhappy  with  today's  economic,  po- 
litical and  cultural  climate. 
-Francis  H.  Horn 
Kin^fston,  R.I. 

Sir:  How  seldom  are  we,  as  black  and 
Hispanic  Americans,  thankiiil  for  how 
far  we  have  arrived.  And  yes,  we  can't 
take  everyone  with  us.  What  makes 
me  think  I  can  change  the  whole 
communit)'?  One  way  is  to  continue 
pushing  myself  to  make  a  real  differ- 
ence to  me.  Hopefully  it  makes  a 
difference  to  someone  else. 
-J.C.  Gamboa 
President 
Celsius  Service  Co. 
York,  Pa. 

Sir:  Conservatives  have  the  overpow- 
ering need  to  force  "God"  down  our 
throats.  But  to  blame  a  lack  of  faith  in 
God  for  the  unhappiness  in  America  is 
a  real  stretch. 
-Stephen  Reinhold 
Fairfield,  Conn. 

Sir:  It  is  ironic  and  disappointing  that 
Forbes,  a  magazine  that  has  demon- 


strated an  uncommon  talent  for  posi- 
tivism and  vision  throughout  its  histo- 
ry, should  choose  to  celebrate  its  75th 
amiiversar\'  by  wallowing  in  a  bottom- 
less pool  of  angst  and  pessimism. 
-David  Ian  Hollies 
Bethesda,  Md. 

Sir:  Who's  to  blame.^  A  good  case  can 
be  made  to  blame  corporate  America. 
Who  whetted  the  appetite?  Who  ex- 
ported the  jobs?  Who  bashed  the 
unions?  Who  has  shifted  the  tax  bur- 
den to  those  least  able  to  pay? 
-Robert  J.  Crowley 
St.  Francisville,  La. 

Sir:  Your  75th  Anniversary  Edition 
went  beyond  celebrating  the  past  to 
promoting  the  often  neglected  inte- 
gration of  culture  and  philosophy. 
-Jonathan  Lavery  Stolz 
Wyomissin^,  Pa. 

Sir:  Your  75th  Anniversary  Issue  was 
a  hell  of  a  piece  of  journalism. 
-Iain  Woolward 
San  Francisco,  Calif. 

Sir:  You  asked  the  wrong  question; 
it  should  have  been,  "When  a  pro- 
gressively increasing  part  of  our  soci- 
ety is  alienated,  unproductive,  dan- 
gerous and  without  hope,  why  arc 
those  of  us  who  are  still  able  to  live 
in  enclaves  of  unparalleled  prosperity 
so  complacent?" 
-Fred  W.  Ryerson 
Peekskill,  N.T. 


Sir:  We  dethroned  God  and  crowned 
ourselves  kings  during  our  prosperity. 
Man  doesn't  "need"  God  when  his 
own  hands  can  produce  bountifully. 
Malaise,  disaffection  and  amorality 
naturally  result  when  the  artificial 
supplants  reality. 
-Renee  Hughes 
Area  Manager 

Southwestern  Bell  Telephone  Co. 
St.  Louis,  Mo. 

Sir:  Our  legislation  and  court  deci- 
sions have  repealed  each  of  the  Ten 
Commandments,  the  basis  of  all  codi- 
fied law  in  the  civilized  world.  To 
assume  that  we  have  discovered  a  new 
liberty  and  will  prosper  as  we  find  a 
new  morality  is  to  scorn  history. 
-Walt  Buescher 
Pi^reon  For^e,  Tenn. 

Sir:  It  is  not  often  that  one  receives 
such  a  gift  in  the  mailbox.  Thank  you 
for  addressing  values.  Thank  you  for 
mentioning  God.  Thank  you  for 
thinking.  Thank  you  for  helping  me 
to  think. 

-Faye  L.  Erbeck 
Hopkinsville,  Ky. 

Sir:  One  reason  we  feel  so  ^a^^  could  be 
that  the  dreams  of  yesterday  are  the 
expectations  of  today  and,  when  vote 
seekers  prevail,  become  the  entitle- 
ments of  tomorrow. 
-John  J.  Moss 
Dallas,  Tex. 

Sir:    Should   be   prescribed   history  - 
course  for  every  middle  school  in 
the  U.S.! 
-Burt  Arbuckle 
Orchard  Lake,  Mich. 

Sir:  An  issue  I  will  keep  near  me  for  a 

long  time. 

-David  A.  Delaney 

Hamilton,  Ohio 


Sir:  We  are  blue  because  we  have 
failed,  not  as  individuals,  but  in  Amer- 
ica's enormous  collective  effort  to 
accomplish  the  impossible,  fulfill  the 
great  Utopian  socialist  dream  of  creat- 
ing a  New  Man. 

We  are  dismayed.  But  we  probably 
should  not  be,  because  we  have  only 
squandered  accumulated  capital  and 
did  not  participate  in  the  ruthless 
slaughter  of  tens  of  millions  of  our ' 
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jy  or  a  supplier  of  metallurgical  products  to 
todays  industry,  controlling  quality  statistically  -  or,  Statistical  Process  Control  -  is  a  way  of  life. 
The  theory  of  SPC  is  easily  taught . . .  but,  theory  doesn't  feed  die  bulldog. 

"If  you  want  something  done  right,"  goes  the  saying,  "do  it  yourself."  So  we  did.  At  Fansteel 
Washington  Manufacturing,  a  major  supplier  of  wire  form  products  to  a  myriad  of  industries, 
Quality  Circles  were  formed  for  employees  to  teach  the  application  of  Statistical  Process  Control 
to  themselves.  Management  personnel,  as  well  as  line  workers,  were  included. 

Did  it  work?  Ask  John  Deere.  Or  Toro  Wheelhorse.  Or  Maremont.  Or  any  Fansteel  Washington 
customer  that  requires  the  quality  to  be  built  in  through  SPC.  At  Fansteel  Washington 
Manufacturing,  we  move  in  Quality 
Circles.  It's  one  more  reason  it  will  pay 
you  to  know  more  about  us. 


Washington  Manufacturing  supplies  wire  forms 
and  fasteners  to  a  wide  variety  of  industries 
ranging  from  appliances  to  recreational  products. 


Fansteel  is  a  Specialty  Metals  Manufacturer  of  Fabricated  Aircraft/  Aerospace  and  Weapons  Systems  Components, 

Forcings,  Sand  Mold  and  Investment  Castings,  Cutting  and  Milling  Tools,  Tool  Holding  Devices,  Coal  Mining 

Tools  and  Accessories,  Construction  Tools,  Wear  Parts  and  Special  Wire  Forms. 


I^ansleel 

1  Tantalum  Place  •  North  Chicago,  IL  60064 
708-6894900 
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fellow  citizens  as  did  the  socialist  Uto- 
pians in  other  lands  around  the  world. 
And  we  will  get  cheered  up  again, 
because  we  have  a  lot  going  for  us. 
Americans  are  a  generous  and  indus- 
trious people.  Science  and  technology 
are  still  accelerating  across  time,  and 
although  we  now  know  they  cannot 
themselves  produce  human  happi- 
ness, they  will  still  offer  us  as  individ- 
uals the  chance  to  improve  our  lives. 
-Robert  H.  Dwyer 
Saratoga,  Calif. 

Sir:  Forbes  asks  the  question: 
Change  from  what  to  what.>  Simple. 
From  Bush  to  Clinton.  Change  from 
a  tired  face  to  a  new  face.  Change 
from  no  plan  to  a  plan.  Change  from  a 
Republican  President  to  a  Democrat. 
-Jacob  Shtull 
Cleveland,  Ohio 

Sir:  Here  is  one  more  reason  why  I 
feel  so  bad.  Professor  Gates'  sentence 
"Not  to  demand  that  each  member  of 
the  black  community  accept  individ- 
ual responsibility  for  their  be- 
havior .  .  .  "  is  glaringly  grammatical- 
ly incorrect. 
-Kay  Parsons 
Dallas,  Tex. 

Sir:  I  must  say  that  your  "writers  and 
scholars"  vasdy  overcomplicated  the 
explanation  for  why  Americans  "feel 
so  bad."  I  can  tell  you  why  in  two 
words:  business  stinks.  Once  things 
are  humming  along  again  across  the 
country,  people  will  feel  just  fine, 
regardless  of  everything  else. 
-Jim  Moffett 
New  York,  N.T. 

Sir:  Forbes  has  documented  that  the 
United  States  today  is  a  pretty  good 
place,  but  not  as  good  as  it  could  or 
should  be.  This  brings  to  mind  F. 
Scott  Fitzgerald's  observation  that 
"the  test  of  a  first-rate  intelligence  is 
the  ability  to  hold  two  opposed  ideas 
in  the  mind  at  the  same  time,  and  still 
retain  the  ability  to  fijnction."  Our 
challenge  is  to  make  our  nation  better 
without  losing  sight  of  what  has  made 
it  as  good  as  it  is. 
-Robert  D.  Gillette 
Poland,  Ohio 

Sir:  We  feel  bad  because  the  quasi- 
socialist  economic  system  we're  in 
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doesn't  work  and  today's  politicians 
and  intellectuals  are  advocating  more 
government  interference. 
-Scott  M.  Holleran 
Glendale,  Calif. 

Sir:  Democracy,  as  it  is  defined  in  the 
latter  part  of  the  twentieth  century, 
seeks  not  so  much  an  equality  for  its 
citizens  as  an  evenness  or  sameness. 
The  obvious  outcome  of  this  type  of 
thinking  is  the  politically  correct 
movement. 
-Eugene  G.  Armieri 
Garden  City,  N.T. 

Sir:  A  majority  of  Americans — the 
poor,  unemployed  and  others — feel 
bad  and  do  not  have  it  so  good.  They 
yearn  for  a  change  and  are  willing  to 
take  a  chance  on  change. 
-Richard  Weiner 
New  York,  N.Y. 

Sir:  What  means  the  phrase  "Down 
with  Dwems"  on  the  cover  of  your 
75th  anniversary  issue.^  Neither  my 
colleagues  nor  I  had  heard  of  the  term 
"Dwems." 
-Kris  A.  Kinahan 
Franklin  Park,  III. 

Dead  White  European  Males.-ED. 

Sir:  Every  civilization  that  achieves  a 
certain  state  of  affluence  reaches  the 
crossroad  at  which  America  finds  itself 
today.  Those  that  have  failed  to  bal- 
ance the  spiritual  and  material  aspects 


of  life  for  the  majority  have  broken 
down.     People    only    thrive    when 
they're      challenged      intellectually, 
emotionally  and  physically. 
-Bill  Key  nee 
Inverness,  Florida 

Sir:  Mr.  Updike  closes  his  essay  with 
the  metaphor:  "...  the  air  is  robbed 
of  ozone  by  the  aerosol  in  the  spray 
cans."  Just  for  the  record,  ozone- 
depleting  chlorofluorocarbons  were 
removed  from  virtually  all  aerosols 
made  in  the  U.S.  back  in  1978. 
-John  F.  McGoldeuck 
United  States  Can  Co. 
Oak  Brook,  III. 

Sir:  Now  I  see  who  we  were  really 
voting  for  when  Reagan  was  elected.  I 
hope  Peggy  Noonan  is  on  the  '96 
ticket.  She  has  my  vote.  May  we  hear 
more  from  her. 
-Keith  C.  Matthews 
Sandy,  Utah 

Sir:  "Why  we  feel  so  bad".> 

I  am  angry  at:  The  auto  dealer  who 
assured  me  that  he  had  the  parts  on 
hand  to  repair  my  car,  and  now  in- 
forms me  that  he  doesn't. 

I  am  angry  at:  The  airline  which 
scheduled  old,  under-powered  737s 
to  Denver  this  summer  and  then 
thought  it  was  acceptable  to  deny 
boarding  to  part  of  my  family. 

I  am  especially  angry  at:  Major 
corporations  that  invest  millions  of 
dollars  in  advertising  campaigns  and 
plaques  in  their  lobbies  proclaiming 
their  commitment  to  "customer  ser- 
vice." Obviously,  from  their  em- 
ployees' attitudes,  they  haven't  in- 
vested a  penny  on  forwarding  this 
message  to  their  employees. 

Perhaps,  along  with  family  values, 
our   focus   should   be   on   business 
values. 
-Jim  Bael 
President 

Challenge  Technology 
Lakewood,  Colo. 

Sir:  To  paraphrase  Mr.  Wilson,  the 
British  and  the  French  may  strike  you 
as  civilized,  and  they  arc,  but  I  would 
not  advise  you  to  fall  into  a  coma  in 
London  or  Paris.  Especially  if  you  are 
not  as  well-dressed  as  Mr.  Updike. 
-Michael  Phillips,  M.D. 
Chatham,  N.J.  [■ 
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"When  It's  My  Own 

Good  Idea,  I  Deserve 

to  Save  Money." 

Thafs  Why  I  Switched  "R)  Fidelity  Brokerage 


You  Never  Pay 

forAdviceYou 

Don't  Need 


At  Fidelity  You'ii  Find 
Big  Commission  Savings- 
And  Tliat's  Just  The  Start 


100  Shares     500  Shares 
@  $50  @  $30 


FideiityPfiftf"'    $54 

Merrill  Lynch         $105 
Shearson  $107 


$126 

$293 
$316 


Sttiros  You,,,  $51>53    $167-190 


When  brokers  give  you  good  advice,  then  they  truly 
earn  their  commissions.  But  why  would  you  have  to  pay  up 
to  65%*  more  to  buy  a  stock  that  you  found  in  the  first  place? 
With  Fidelity  Brokerage,  you  can  save  on  commis- 
sions and  put  more  of  your  money  to  work  for  your  good 
investment  ideas. 

Fidelity  lets  you  manage  your  investments  when  you 
want,  the  way  you  want.  Whether  you  need  to  check  on  your 
account  at  night,  or  initiate  a  trade  over  the  weekend,  you're 
always  in  control  when  Fidelity  is  your  broker. 

Some  discount  brokers  entrust  your  trades  to  other 
brokers.  At  Fidelity  Brokerage,  we  handle  each  step  of  every 
transaction,  from  the  moment  you  call  right  through  to 
confirmation  that  your  trade  was  executed  exactly  the  way 
you  want  it-usually  while  you're  still  on  the  phone!  Call 
anytime  for  a  free  fact  kit,  and  find  out  why  Fidelity 
Brokerage  means  a  better  value  for  your  brokerage  needs. 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-7272 


FMeHty 


® 


Inuesiments 

Discount  Brokerage 

Common  sense.  Uncommon  results. 

*65%  savings  based  on  an  April  1992  survey  of  full-cost  brokers.  Minimum  commission  $38.  Minimum  initial  investment  required.  Fidelity  Discount  Brokerage  is  a  ser- 
vice of  Fidelity  Brokerage  Services,  Inc.,  l6l  Devonshire  Street,  Boston,  MA  02110.  Member  NYSE,  SIPC.  There  may  be  fees  for  special  account  services.  There  is  a  $20 
annual  fee  for  IRA  accounts.  CODE:  FORB/PLU/101292 
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Our  one-by-one  approach  __ 
securing  your  financial  future 

gives  you  an  edge 


^\r 


The  Principal  Edgel 

Processing  customers  by  the 
dozen. That's  how  most  companies 
today  provide  financial  services.  But 
Financial  Strategies^  from  The  Phncipal 
Financial  Group®  takes  a  fresh  approach. 

Because  no  two  customers,  like  no  two  eggs, 
are  exactly  alike,  Financial  Strategies  lets  our 
representatives  focus  on  each  person's  unique 
financial  needs.  And  mold  our  products  around 
those  needs,  to  create  flexible,  custom-fit  solutions. 

Case  in  point:  Adjustable  Life.  As  your  life  changes, 
it  adjusts.  Raise  or  lower  your  premium  without 
reducing  the  amount  of  coverage.  Increase  or  decrease 
the  value  of  your  policy  anytime.* 

Financial  Strategies  is  just  part  of  the  edge  we  deliver  to  millions 
of  customers.  One  at  a  time. The  Principal  Financial  Group, 
Des  Moines,  lA  50392-01 50. 


thai 

The  financial  company 
that  gives  you  an  edge.^ 


Financial 
Group 


Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries, 
Des  Moines,  lA  50392-0150.  ©  1992  Principal  Mutual  Life  Ins.  Co. 

'Increasing  the  amount  of  coverage  may  require  a  medical  exam. 
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BY  ER  C  S.  HARDY 


Is  the  ten-year  bull  market  over?  The 
Barra  All-US  price  index  is  up  only 
0.3%  since  the  start  of  the  year.  Dan 
Ascani,  whose  Global  Market  Strate- 
gist newsletter  evaluates  the  U.S.  and 
foreign  markets,  is  expecting  a  short- 
term  decline  in  the  U.S.  market.  As- 
cani cites  two  technical  factors — low 
advance/decline  ratios  and  a  lack  of 
momentum — as  part  of  the  reason  for 
his  bearishness.  Another  part:  hinda- 
mentals.  Today's  buyers  of  U.S. 
stocks  are  being  asked  to  pay  27  times 
trailing  earnings  and  to  accept  a  yield 
of  less  than  3%.  Ascani  thinks  that  in 
the  next  few  months  the  Dow  could 
decline  to  the  2800-to-3100  level. 

On  the  other  hand,  Ascani  sees  a  bit 
of  hope  that  if  the  market  does  fall,  it 
will  pick  up  again  later  in  the  year. 
Falling  interest  rates  will  help.  And 
Ascani  believes  the  recent  uncertainty 
in  European  financial  markets  could 
pull  foreign  investors  into  American 
stocks  after  the  November  election. 


Special  focus 


Some  stocks  have  posted  nice  gains  even 
though  their  industry  groups  were  out  of 
favor.  Example:  While  the  coal  and  uranium 
industry  has  had  a  negative  return  of  39% 
since  the  start  of  the  year,  Addington  Re- 
sources is  up  31%.  The  stocks  below,  listed 
with  the  worst  industries  first,  all  overcame 
the  handicaps  afflicting  their  industries. 


The  overall  market 


Going  against  the  tide 


Company/Industry 

Return  i 

Addington  Res/coal,  uranium 

31% 

Vornado/real  estate 

28 

Aliwaste/pollution 

12 

Triton  Energy/foreign  petrol 

8 

Life  Technologies/drugs 

22 

KerrMcGee/oil  refining 

20 

Gendex/health  svcs 

56 

NewmontMng/precious  metals 

21 

X-Rlte/ptiotography 
Alcoa/aluminum 

66 
2 

2600 
2400 
2200 
2000 
1800 


The  Barra  All-US  index  as  of  9/17/92: 

Market  value:  $4,044.1  billion 

P/E:  26.6 

P/E  minus  negative  EPS:  17.8 

Price/book:  2.4 

Yield:  2.7% 


12-month  closeup 


1000 


earra  Index 

200  day  moving  average 


I    I    I    I    I    I    I    I    I    I    I 
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'86 
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'89 


'90        '91 


'92 


'91 


'92 
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Closeup  on  the  market                                                                    1 

%  change  from 

Index  or  Investment 

2-week  change 

1  year 

5-year  high 

Barra  All-US  Index 

0.5% 

1 

8.4  % 

-2.3% 

S&P/Barra  Growth  index' 

1.3 

■ 

12.3 
10.6 

-1.3 
-2.7 

S&P/Barra  Value  index  ^ 

-0.2 

1 

Dow  Jones  industrials 

0.7 

■ 

9.6 

-2.9 

S&P  500 

0.5 

1 

8.4 

-1.3 

NYSE 

0.4 

1 

8.6 

-1.2 

Nasdaq 

2.3 

■■1 

12.5 

-8.9 

Amex 

0.0 

4.5 

-8.1 

EAFE^ 

WM 

-7.7 

-27.1          1 

CRB  index '^ 

-0.3 

1 

-6.8 

-25.8 

Gold '' 

2.1 

■■ 

-0,1 

-30.7 

Yen'^ 

0.4 

1 

-7.3 

-24.1 

OiP 

2.8 

■■i 

2.5 

-45.8        1 

The  best  and  worst  performing  stocks' 


Best 

Price 

2-week 
change 

1992 
EPS' 

Worst 

Price 

2-week 
change 

1992      i 
EPS'      * 

Valence  Technology 

15 

32% 

52% 

$-0.41 

Stac  Electronics 

31/8 

-52% 

$0.36 

Constar  International 

43 

1.52 

Lunar 

101/4 

-39 

1.04" 

Dominion  Bankshares 

16  7/8 
12  1/2 

12  5/8 

38 

-0.65 

Hartmarx 

33/8 

-39 

-0.51 

Vestar 

35 

0.25 

Video  Lottery  Technologies  21 1/2 
Alliance  Pharmaceutical      IOV9, 

-38 

1.06 

Network  General 

33 

0.59 

-35 

-1.04 

The  best  and  worst  performing  industry  factors^ 


Best 

Consumer  durables 

2-week 
change 

4.7% 

4.4 

4.0 

3.8 

3.4 

Since 
12/31/91 

11.6% 

3.6 

-13.0 

11.4 

10.9 

Worst 

Coal  &  uranium 

2-week 
change 

-6.7% 

Since 
12/31/91 

-28,0% 

Industrial  equipment 

Drugs 
Thrifts 
Health  care 
Gas  utilities 

-3.1 

-16.0 

Pollution  control 

-2:8 

-9.9 

Electronics 
Construction 

-2.2 

-1.4 

-14.5 
8.5 

ole:  Data  for  period  ending^/17/92.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S.  markets, 
DRs,  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  gro«ith  and  has  predicted  above  average  earnings 
,rowth.  ^Tctal  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  *A  dollar-denominated  capitalization-weighted  index  of 
norethan  1 ,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  IVIorgan  Stanley  Capital  International  Perspective.  Mndexof  21  commodity  futures.  ''Knight-Ridder  Financial  Information. 
Dunng  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc.  ^  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value 
md  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  '1993  estimate.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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BY  GUSTAVO  LOMBO 


Foreign  vs.  U.S.  markets 

Value  of  $100  invested  8/31/89 


;i60 


EAFE  as  Of  8/31/92: 

Index  799,5    Price/book  1.6 
P/E       20.6    Yield  2.9% 


Developed  markets 


Emerging  markets' 


Market 


Total  return' 
3  months      12  months     P/E 


Total  return' 
Smooths      12  months     P/E 


Switzerland 

7% 

26% 

14 

Region 

Japan 

6 

-9 

38 

Asia 

-8% 

-18% 

NA 

Netherlands 

4 

24 

13    . 

Latin  America 

-16 

27 

NA 

Belgium 

1 

21 

13 

Country 

Canada 

0 

-6 

60 

Colombia 
Philippines 

41 

295 

39 

Finland 

-25 

-34 

NM 

25 

58 

20 

Norway 

-21 

-24 

NM 

Jordan 

15 

48 

15 

Spain 

-16 

-8 

8 

India 

-30 

48 

35 

Australia 

-13 

-7 

24 

Brazil 

-29 

6 

6 

Denmark 

-12 

-10 

NM 

Argentina 

-27 

151 

20 

Politics,  interest  rates  and  currency  crises  have  made  for  a 
volatile  summer  on  Europe's  stock  exchanges.  The  razor- 
thin  French  approval  of  the  Maastricht  treaty  on  Sept.  20 
was  an  encouraging  sign  for  those  who  think  economic 
conglomeration  will  improve  the  European  economies. 
But  the  battle  over  the  treaty  is  far  from  over;  expect  the 
currency  markets  to  remain  chaotic. 

The  Tokyo  market  posted  a  total  return  (including 
meager  dividends)  of  6%  for  the  three  months  through 
Aug.  31.  But  this  is  mainly  just  a  correction.  "A  lot  of 


damage  was  done  to  this  economy  by  the  deflation  of  the 
asset  bubble,"  says  Steven  Resnick,  an  analyst  at  Cowen  & 
Co.  in  Boston.  Resnick  predicts  that  even  if  the  Japanese 
economy  responds  to  government  fiscal  stimulus,  it  will 
take  years  for  stocks  to  return  to  their  former  levels. 

In  spite  of  Argentina's  poor  performance  over  the  last 
three  months,  Gerald  Rothstein,  director  of  international 
research  at  Oppenheimer  &  Co.,  remains  bullish  on 
Argentina's  economy.  He  expects  its  stock  market  to 
rebound  sharply  over  the  next  12  months. 


Who's  liot 


Wlio's  not 


3-month 

Company/Country 

Business 

Price 

price 
change 

P/E 

SMH/Switzerland 

consumer  goods 

1,0043/4 

8'/2 

40% 

17 

Long-Term  Credit  Bank/Japan 

banking 

38 

39 

Pegasus  Gold/Canada 

gold  mines 

171/8 

37 

38 

Yasuda  Fire  &  Marine/Japan 

insurance 

6V8 

33 

50 

Air  New  Zealand/N  Zealand 

airline 

iVa 

24 

23 

Cheap  foreign  stocks 


Company/Country 

Business 

Price 

Earnings 

P/E 

Daiwa  House/Japan 

BTR/UK 

Alcatel  Alsthom/France 

VNU/Netherlands 

Thomson-CSF/France 

construction 

133/4 

$0.69 

20 

multicompany 

8 

0.63 

13 

electronics 
broadcast,  pub 
aerospace 

1273/4 
48^/8 
26 '/2 

10.68 
5.79 
4.40 

12 
8 

3-month 
price 


Company/Country                      Business 

Price 

change 

P/E 

Vallehermoso/Spain                   real  estate 

93/8 

-58% 

4 

Skand  Enskilda  Bank/Sweden       banking 

3>/4 

-54 

2 

Dragados  y  Construcciones/Spain  construction 

lOVs 

-48 

8 

Fisons/UK                                pharmaceuticals 

33/8 

-48 

8 

Fletcher  Challenge/N  Zealand     forest  products 

VA 

36 

12 

High-yielding  foreign  stocks 


Company/Country 

Business 

Price 

Yield 

P/E 

Sime  Darby/Hong  Kong 

trading 

l'/4 

8.5% 

12 

Electrabel/Belgium 

utility 

1573/4 

8.5 

10 

Westfield  Trust/Australia 

real  estate 

13/4 

8.1 

13 

Interprovincial  Pipeline/Canada 

oil  pipeline 

21'/4 

7.9 

12 

Transalta  Utilities/Canada 

utility 

12 

6.9 

^2    1 

Note:  Data  for  period  ending  8/31 '92.  Selected  stocks  have  a  market  capitalization  of  at  least  $300  million,  'Shows  pnce  return  on  the  EAFE  index  of  European,  Australian,  New 
Zealand  and  Far  Eastern  stocks  converted  into  U.S.  dollars.  ^Performance  numbers  reflect  both  local  price  change  and  currency  fluctuation.  Dividends  are  reinvested  alter 
subtracting  foreign  withholding  tax.  ^Por  period  ending  7/31/92.  NA;  Not  available.  NM:  Not  meaningful.  Principal  source:  Morgan  Stanley  Capital  International  Perspective. 
Emerging  markets  data  provided  by  International  Finance  Corporation. 
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Drawing  on  the  success  of  last  January's  conference  on  Project  Finance  and  Construction  in  the  1990s  that 
attracted  over  400  Project  Sponsors,  Contractors,  Developers,  Equity  Investors,  Investment,  Commercial  Banking 
and  Municipal  Finance  Leaders,  Government  Agency  Representatives,  Government  Regulators,  Project  Financing, 
Banking  and  Construction  Attorneys,  Equipment  Manufacturers  and  Suppliers  and  Project  Insurance  SpecixUists 


F"', 


Forbes 


magazine  presents 


■RebuildinifB 

IMERIGA 


JANUARY  21  -23, 1 993  PL7\ZA  HOTEL,  NEW  YORK  CITY 


A  Conference  Endorsed  by  the  National  Association  of  State  Developnfient  Agencies  in  Cooperation 
With  the  Edison  Electric  Institute,  the  National  League  of  Cities  and  the  U.S.  Conference  of  Mayors 


Attend  this  unprecedented  conference 
on  developing,  financing  and 
delivering  construction  projects,  and 
'  the  renewal  and  repair  of  America's 
infrastructure. 

Sessions  will  include: 

□  Opportunities  in  public-private  partnerships 
and  in  project  financing 

□  Capital  structures  2ind  sources  of  financing 

□  Risk  management 

□  Public  funding/municipal  issues 

Q  Legislative  efforts  to  deal  with  financing 

□  Power,  independent  power  and  cogeneration 
projects 

□  Industrial  projects 

□  Highways  and  toll  roads 

□  Bridges  and  turmels 

□  Solid  waste,  incineration  and  resource  recovery 

□  Ports  and  airports 

□  Rail  and  transit 

□  Drinking  and  waste  water  projects 

□  Public  buildings  including  hospitals,  prisons, 
recreation  and  other  facilities 

□  Key  legal,  insurance,  construction  and 
environmental  issues 


The  conference  is  presented  in  association  with: 

American  International  Group  •  Banque  National 
de  Paris  •  Barba  International  Inc.  •  Bechtel 
Enterprises,  Inc.  •  Bradley,  Arant,  Rose  &  White  • 
Coopers  &  Lybrand  •  Goldman  Sachs  &  Co.  •  High- 
Point  •  Hill  International,  Inc.  •  Johnson  &  Higgins  • 
Pepper,  Hamilton  &  Scheetz  •  Peterson  Consulting 
Limited  Partnership  •  Port  Authority  of  New  York 
and  New  Jersey  •  Porter  &  Travers  •  Price 
Waterhouse  •  Raytheon  •  Shea  &  Gould  •  Stone  & 
Webster  Engineering  Corp.  •  Thelen,  Marrin, 
Johnson  &  Bridges  •  WiUis  Corroon 
(partial  listing) 


FOR  INFORMATION  AND  A  FREE  BROCHURE: 

■IFbrbes 


MAIL:    CMC 

200  Connecticut  Avenue 
Norwalk,  CT  06856-4990 

FAX:      203-857-4075 

CALL:    203-852-0500 


NAME_ 
TITLE. 


rnaq'-i/in-'  pr( 


JANUARY21-23.19S3  PLAZA  HOTEL  NEW  YOfiK  CITY 


COMPANY, 
ADDRESS  _ 
CITY 


STATE 


ZIP 


PHONE 
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John  Kaweske's  Financial  Strategic  Health  Sciences 
Portfolio  has  carved  out  a  remarkable  record  in  drug  and 
biotech  stocks  with  a  blend  of  caution  and  daring. 

Calculated  risk 


By  Richard  Phalon 

There  are  consistently  good  fund 
managers  and  aggressive  fund  manag- 
ers, but  consistendy  good  aggressive 
managers  are  a  rare  breed. 

Count  John  Kaweske  among  them. 
A  soft-spoken,  studious  man  of  51, 
Kaweske  first  became  interested  in  the 
market  when  he  cautiously 
bought  a  few  shares  in  the 
Dreyfus  fiind  in  his  high 
school  days.  Having  been 
involved  in  the  market  for 
35  years,  he  is  not  afraid  to 
swing  for  the  fences.  The 
annual  portfolio  turnover 
in  his  Financial  Strategic 
Health  Sciences  Portfolio 
typically  has  run  over  100%, 
sometimes  200%.  And  at 
times  Kaweske  has  been  as 
much  as  20%  invested  in 
hot,  fast- moving  biotech 
stocks  such  as  Biomatrix, 
Scios  and  Cytogen. 

But  experience  has  also 
taught  Kaweske  to  temper 
boldness  with  caution.  He 
builds  his  portfolios  around 
a  nucleus  of  steady  stocks 
like  Abbott  Laboratories, 
Merck  and  Schering- 
Plough.  This  strong  center  ^^^M 
gives  him  the  freedom  to 
take  higher  risks  out  on  the  periphery. 

"1  think  of  it  as  having  two  strate- 
gies," says  Kaweske.  "One  very  con- 
servative, anchored  by  the  bluest  of 
blue  chips;  and  the  other  very  aggres- 
sive, looking  to  a  mix  of  opportunities 
on  the  edge  of  medical  technology." 

Despite  having  this  strong  anchor 
to  the  windward,  Kaweske  is  down 
20%  so  far  this  year  in  the  bloodbath 
that  has  taken  place  among  medical 
stocks.  But  other  aggressive  competi- 
tors like  the  Oppenhcimer  Global  Bio 
Tech  Fund  have  fared  worse. 

Kaweske    concedes    that    growth 


rates  will  slow,  but  argues  that  in  a 
sluggish  economy  the  big  drugmak- 
ers  will  still  continue  to  grow  faster 
than  anything  else  around.  This  opti- 
mistic view  of  the  pharmaceutical  in- 
dustry hasn't  blinded  Kaweske  to  the 
need  for  continual  monitoring  of  the 


Financial  Strategic  Health  Sciences  Portfolio  manager  John  Kaweske 
A  solid  center,  with  risk  on  the  edges. 


core.  In  the  last  six  months  he  has  sold 
completely  out  of  FLli  Lilly,  while  add- 
ing Abbott  Laboratories  to  the  port- 
folio and  substantially  raising  his  stake 
in  Schering-Plough.  Lilly  has  been 
hurt  by  declining  earnings  estimates, 
while  Abbott's  profit  margins  have 
been  improving.  ■ 

On  balance,  Kaweske  has  added  to 
the  drug  blue  chips  while  shrinking 
the  weighting  of  biotech  from  17%  to 
12%  of  assets  since  January.  Kaweske 
began  this  housecleaning  last  fall, 
when  the  frenzy  for  meciical  compa- 
nies without  earnings  reached  absurd 


levels.  He  dumped  CellPro,  Cor 
Therapeutics  and  Chiron  Corp.  at 
good  profits,  and  made  some  money 
shorting  biotech  on  the  way  down. 
"The  one  mistake  we  made,"  laughs 
Kaweske,  "is  that  we  didn't  do 
enough  on  the  short  side." 

At  the  same  time,  he  added  to  what 
you  might  call  the  blue  chips  of  bio- 
technology, if  there  can  be  said  to  be 
such  a  thing:  Amgen,  Genzyme  and 
Synergen.  These  are  firms  that  sell  real 
products,  or  are  about  to  do  so. 

When  Kaweske  joined  the  Denver- 
based  Invesco  fund  group  in  1985, 
after  stints  as  an  analyst  at  Fidelity, 
Aetna  Life  and  Investors  Diversified 
Services,  the  fledgling  Strategic 
Health  portfolio  had  assets  amount- 
ing to  all  of  $1.4  million.  With  $800 
million,  the  flmd  is  generat- 
ing $8  million  a  year  in 
revenue  for  Invesco. 
Kaweske  also  manages 
Invesco's  $2.3  billion  Fi- 
nancial Industrial  Fund,  an 
income  fijnd  run  so  briskly 
it  has  outperformed  many 
growth  fiinds. 

Strategic  Health  ranks 
number  one  among  eight 
health  and  biotech  fiinds 
over  the  five  years  through 
Aug.  31,  averaging  an  an- 
nualized return  of  24%,  ac- 
cording to  Chicago- based 
Morningstar. 

Besides  Kaweske's  good 
record,  the  health  fijnd  has 
a  further  attraction:  Its 
charges  are  reasonable.  The 
Financial  Strategic  sector 
fijnds — a  scries  that  in- 
cludes another  winner,  the 
Financial  Services  portfo- 
lio— are  available  without 
sales  commission.  Kaweske's  health 
fimd  runs  an  annual  expense  ratio  of 
just  under  1% — a  real  bargain  for  a  top 
performer.  The  combination  of  good 
results,  reasonable  risk  and  low  cost 
put  it  on  Forres'  annual  fund  survey's 
Best  Buys  rankings  (Autj.  31). 

You  can  also  get  Kaweske  at  a  mod- 
est 10%  discount  to  net  asset  value 
through  the  $260  million  closed-end 
ftjnd  that  Invesco  brought  to  market 
nine  months  ago.  Global  Health  Sci- 
ences Fund.  Among  the  core  hold- 
ings: Schering-Plough,  Merck  and 
Synergen.  ^ 
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The  returns  of  aggressive  growth  funds 
have  been  peculiarly  passive. 

Slow  grow 


By  Mary  Beth  Grover 

Aggressive  growth  funds,  financial 
planners  say,  can  really  give  a  jolt  to 
your  portfolio.  Take  more  risk,  get 
more  reward.  Like  a  snorting  bronco, 
an  aggressive  growth  fiand  may  leave 
you  bruised  and  breathless  now  and 
then — but  it  will  also  carry  you  ahead 
far  faster  than  an  old  nag  like  a  growth 
and  income  fund. 

That's  the  sales  pitch.  But  is  it  true? 
Not  necessarily. 

Alas,  most  aggressive  growth  fiands 
deliver  the  extra  risk  but  seldom  come 
through  with  more  reward.  Over  the 
ten  years  ended  in  August,  a  group  of 
22  aggressive  growth  fiinds  averaged 
returns  of  just  over  11%,  well  behind 
the  14%  return  of  77  growth  and 
income  ftinds.  Our  authority  here  is 
the  Chicago- based  fund  rater  Morn- 
ingstar.  Inc.,  which  also  reports  that 
over  the  same  period,  the  aggressive 
funds  lagged  the  s&p  500  by  more 
than  six  points  per  year.  Just  2  aggres- 
sive funds — AIM  Constellation  and 
Putnam  Voyager  A — beat  the  s&p. 

What's  going  on  here:*  How  come 
the  nags  are  beating  the  broncos? 
How  come  taking  more  risk  doesn't 
produce  more  reward? 

One  simple  answer:  too  much  turn- 
over. Stewart  Zobian,  portfolio  man- 
ager at  one  of  the  jumpiest  aggressive 
growth  funds  around,  Value  Line  Le- 
veraged Growth  Investors,  trades 
stocks  like  a  man  whose  pants  are  on 
fire:  Last  year  Value  Line  Leveraged 
Growth's  turnover  was  250%.  Fling- 
ing stocks  a?;ound  like  hot  potatoes 
has  not  helped  the  fund's  perfor- 
mance in  the  long  run;  in  some  years, 
the  faster  it  runs,  the  behinder  it  gets. 
From  1981  through  1991  turnover 
ranged  between  89%  and  250%,  yet 
.the  fund  returned  just  15.2%  for  the 
period,  versus  17.5%  for  the  s&p  500. 

All  told,  the  turnover  rate  at  aggres- 
sive growth  funds  averages  a  hyperki- 
netic 153% — twice  the  rate  at  growth 
and  income  funds.  That  churns  up 
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brokerage  and  administrative  fees. 
The  average  aggressive  growth  fund 
runs  a  1 .94%  expense  ratio,  versus  just 
1 .48%  for  equity  funds  overall. 

The  nags  did  get  a  bit  of  adrenaline 
from  declining  interest  rates:  Growth 
and  income  funds  hold  more  fixed- 
income  securities  than  do  aggressive 
funds,  and  the  period  has  been  kind  to 
bonds.  At  the  same  time,  the  boom  in 
index  funds  has  boosted  the  big-capi- 
talization stocks,  and  these,  too,  tend 
to  make  up  bigger  parts  of  the  portfo- 
lios of  the  growth  and  income  funds 
than  of  the  aggressive  growth  funds. 

Is  the  pendulum  about  to  swing 
back  toward  the  aggressive  growth 
funds?  Some  people  think  so.  Index- 
ing may  already  have  done  all  the 
damage  it  can,  and  interest  rates  could 
easily  turn  up  again.  But  don't  be  too 
quick  to  accept  this  scenario. 

Consider  this:  After  studying  the 
returns  on  more  than  9,500  stocks 
from  1963  to  1990,  University  of 
Chicago  business  school  professors 
Eugene  Fama  and  Kenneth  French 
concluded  that  a  stock's  risk,  mea- 


sured by  "beta,"  or  its  fluctuation 
relative  to  the  market  as  a  whole,  is  not 
a  reliable  predictor  of  performance. 
While  stocks  with  high  betas  should, 
in  theory,  race  ahead,  Fama  and 
French  found  that  stocks  with  low 
betas  performed  roughly  as  well.  In 
short,  investors  get  litde  recompense 
for  taking  higher  risk. 

Uh  oh.  Aggressive  growth  fiinds 
average  a  beta  of  1.23,  meaning  they 
are  23%  more  volatile  than  the  overall 
market.  That  higher  risk  does  not 
ensure  a  better  return.  Says  French: 
"What  investors  really  get  paid  for  is 
holding  dogs" — stocks  trading 
roughly  at  or  at  less  than  their  book 
value.  Small-cap  dogs,  say  Fama  and 
French,  outperformed  the  market  by 
6%  annually  over  the  time  period. 

That's  ominous  for  aggressive 
growth  fund  holders,  since  the  aver- 
age stock  in  their  portfolios  is  trading 
at  four  times  book  value — roughly 
one -third  higher  than  the  s&p  500. 

So  investors  who  want  to  bet  on 
small-cap  stocks  should  pick  value- 
oriented  funds,  not  their  aggressive 
growth  counterparts,  over  the  next 
few  years,  says  Kurt  Brouwer  of 
Brouwer  &  Janachowski,  a  San  Fran- 
cisco-based investment  advisory  firm. 
"The  market  at  these  valuations  is  not 
cheap,"  says  Brouwer.  "It  would  be 
sad  to  see  conservative  investors  with 
good  returns  switch  to  aggressive 
growth  funds  at  this  point." 

After  all,  old  Aesop  had  it  right:  Bet 
on  the  tortoise,  not  on  the  hare.    ^ 


Gung  ho ...  or 

look  out  below 

Fund 

10-year 

Turn- 

Price/ 

Beta^ 

return^ 

over^ 

book3 

Dreyfus  Capital  Growth 

15.5% 

81% 

4.0 

0.90 

Financial  Dynamics 

12.5 

174 

5.8 

1.27 

44  Wall  Street 

-11.1 

98 

3.6 

0.78 

Keystone  Custodian  S-4 

12,8 

73 

4.6 

1.56 

Putnam  Voyager  A 

18.4 

49 

5.5 

1.29 

Security  Ultra 

8.9 

163 

3.7 

1.53 

Seligman  Capital 

17.3 

42 

5.9 

1.30 

SteinRoe  Capital  Opportunities 

11.0 

69 

6.7 

1.38 

Value  Line  Leveraged  Growth 

12.2 

250 

6.2 

1.18 

Value  Line  Special  Situations 

5.8 

37 

3.1 

1.11 

S&P  500 


17.5 


'Annualized  through  Aug.  31.  ^Latest  available  figures.  'Through  Aug.  31.    Source-.  Morningstar,  Inc. 

These  were  the  largest  aggressive  growth  funds  ten  years  ago.  At  four  of  them, 
assets  have  shrunk  instead  of  growing,  and  only  one  has  beaten  the  S&P  500. 
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The  BCA  Founders  Award 
American  Express  Company 

New  York,  New  York 

AT&T 

New  York,  New  York 

Dayton  Hudson  Corporation 

Minneapolis,  Minnesota 

Pliilip  Morris  Companies  inc. 

New  York,  New  York 

Texaco  Inc. 

White  Plains,  New  York 


These  companies 

got  what  they  deserved. 


And  so  did  their  employees,  their  customers  and  people  in  their  operating 
communities.  These  companies  won  national  awards  given  by  the  Business 
Committee  for  the  Arts  and  FORBES  Magazine  for  developing  programs 
that  bring  the  arts  into  schools,  communities  and  everyday  life. 

The  efforts  of  these  companies  have  enriched  the  lives  of  millions.  They 
have  helped  youngsters  to  achieve  better  grades.  They  have  fostered  tourism 
and  economic  growth.  They  have  helped  diverse  cultural  groups  to  better 
understand  each  other. 

These  award-winning  companies  are  making  a  difference — and  getting 
their  just  rewards.  Your  business  can,  too.  For  more  information,  contact: 
Business  Committee  for  the  Arts,  Inc.,  1775  Broadway,  Suite  510,  New  York, 
New  York  10019-1942  (212)  664-0600. 

Business  Committee 
for  the  Arts 


1992 

Business  in  the  Arts  Awards 
Distinguished  Achievement 

Dayton  Hudson  Corporation 

Minneapolis,  Minnesota 

Sara  Lee  Corporation 

Chicago,  Illinois 


Return 

Chemical  Banking  Corporation 

New  York,  New  York 

Lincoln  National  Corporation 

Fort  Wayne,  Indiana 

NYNEX  Corporation 

New  York,  New  York 

First  Time 

Commerce  Bank  and  Trust 

Topeka,  Kansas 

Freeport-McMoRan  Inc. 

New  Orleans,  Louisiana 

Jaeger  Development  Company 

Cerritos,  California 

Johnson  &  Johnson 

New  Brunswick,  New  Jersey 

Lexus 

Torrance,  California 

The  St.  Paul  Companies 

St.  Paul,  Minnesota 
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MONEY  &  INVESTMENTS 


It  has  been  a  longtime  since  long-term  muni  bonds 
were  as  attractive  as  they  are  right  now. 

Time  to  get 
on  board 


BY  MATTHEW  WINKLER 


Matthew  Winkler  is  editor-in-chief 
of  Bloomberg  Business  News. 


How  DOES  the  taxable  equivalent 
yield  of  10%  sound?  Municipal  bonds, 
traditionally  the  sleepiest  investment 
"in  the  U.S.  capital  market,  are  reaping 
a  relative  bonanza  these  days,  and  the 
show  isn't  over.  That's  because  the 
risk  of  rising  inflation  is  practically 
zero,  while  taxes  may  rise  no  matter 
whose  lips  you  read. 

What  makes  municipal  bonds  so 
compelling.^  A  convergence  of  eco- 
nomic, financial  and  political  events. 
The  times  require  an  investment  that 
lets  you  sleep  soundly,  beats  inflation 
and  thwarts  the  greedy  taxman. 

President  Bush  says,  "Never 
again!"  and  Governor  Clinton  says  he 
will  soak  only  the  rich.  The  polls  say 
neither  has  credibility  on  this  issue — 
and  at  least  this  once,  public  opinion 
is  probably  right. 

Meantime^the  municipal  market 
is  percolating  with  investment  op- 
portunities, including  a  risk-free 
Hibble  in  real  estate  that  doesn't 

quire  a  smidgen  of  a  down  pay- 
nent.  Here's  how  the  latter  works: 
Refinance  your  home  mortgage  at 

day's  lower  .rates,  borrow  more 
than  you  need  and  invest  the  pro- 
ceeds in  tax-exempt  bonds.  When 
interest  rates  and  inflation  are  rela- 
tively low,  this  is  a  neat  way  to  get  the 
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most  from  the  equity  of  your  home. 

Or  you  simply  can  purchase  some 
of  those  A-rated  6V4%  New  York  State 
Local  Government  Assistance  Corp. 
bonds  due  202 1 .  For  a  New  York  City 
couple  filing  a  joint  tax  return  on 
$86,501,  these  bonds  would  give  an 
equivalent  yield  of  10.25%  on  a  tax- 
able investment.  Even  junk  bonds, 
those  high-risk,  high-yield,  below-in- 
vestment-grade  debt  securities,  are 
yielding  less;  Kroger  and  Viacom 
bonds  currently  yield  9.67%  and 
8.68%,  respectively. 

If  you  are  one  of  those  people 
waiting  for  interest  rates  to  go  up 
again  before  investing  in  bonds,  you 
will  have  a  long  wait.  The  economy 
isn't  cooperating.  Here's  the  evi- 
dence: Housing  starts  between  Janu- 
ary and  July  this  year  are  down  28.8% 
from  the  same  period  in  1987.  Do- 
mestic auto  sales  are  down  13.7%. 
Growth  in  our  gross  domestic  prod- 
uct is  down  46.9%  and  consumer 
confidence  is  down  39%. 

The  deficit,  excess  factory  capacity, 
the  diminution  of  corporate  payrolls, 
events  that  hamper  growth,  would 
have  to  reverse  to  stimulate  consumer 
spending.  The  Federal  Reserve  shows 
no  inclination  to  raise  short-term  in- 
terest rates — even  if  the  dollar  col- 
lapses— while  the  economy  remains 
in  such  a  relative  funk. 

In  short,  there's  nothing  on  the 
horizon  that  would  encourage  an  ex- 
pectation of  greater  demand  for 
loans,  goods  and  services. 

Needless  to  say,  state  and  local 
governments  have  taken  advantage 
of  the  interest  rate  decline  with 
the  same  fervor  shown  by  homeown- 
ers rushing  to  refinance  their  mort- 
gages. At  the  current  issuance  rate, 
new  tax-exempt  issues  this  year  will 
reach  $226  billion,  dwarfing  the  rec- 


ord $207  billion  of  new  offerings 
sold  in  1985,  according  to  Securities 
Data  Co. /Bond  Buyer.  Even  issuers 
that  only  recently  required  handling 
with  asbestos  gloves,  such  as  Massa- 
chusetts, Bridgeport,  Conn,  and 
California,  are  recovering. 

Yet  the  market  has  absorbed  this 
flood  with  relative  ease.  At  the  begin- 
ning of  January,  20-year  general  obli- 
gation bonds  yielded  91.4%,  as  much 
as  comparable  taxable  government 
securities.  By  July  30  it  was  83%.  By 
Sept.  10  it  was  back  to  90.7%.  Trans- 
lation: Despite  a  record  supply  of  new 
issues,  the  market  has  done  litde  more 
than  hiccup. 

So  what  to  buy? 

Go  long.  With  30-year  prime- 
grade  general  obligation  bonds  pay- 
ing more  than  6%  and  1-year  prime 
GOs  yielding  2.6%,  the  advantage 
of  the  long-term  issues  is  the  biggest 
it  has  been  in  three  decades.  James 
Lebenthal,  proprietor  of  the  firm 
bearing  his  name,  points  out:  "A  year 
ago  30-year  bonds  paid  only  about 
50%  more  than  1-year  bonds;  today 
the  margin  is  132%." 

Of  course  Lebenthal  recommends 
long-term  munis  only  for  those  peo- 
ple who  have  no  need  to  touch  the 
money  and  need  income  from  their 
investments  to  live  on.  "If  you  know 
you're  going  to  need  your  money 
back  in  one  or  two  years,  buy  bonds 
that  will  mature  in  one  or  two  years," 
he  says.  If  not,  "You  have  to  go  long. 
After  all,  that's  where  the  return  is." 

Says  Lebenthal:  "The  municipal 
market  is  like  a  caboose  on  a  200-car 
train.  It's  the  last  car  to  stop  when 
rates  back  up  and  the  last  car  to  start 
when  rates  take  ofl^."  Translation: 
Now's  the  time  to  switch  from  short- 
term,  low-interest  paper  into  higher- 
yielding,  long-term  municipals.     ^M 
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What  should  you  do  if  a  favorite  stock  takes  a 
big,  unjustified  hit?  My  advice:  Wait. 

Let  the  dust  clear 


BY  DAUID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


Hewlett-Packard  announced  re- 
cently that  its  quarterly  earnings 
would  come  in  below  analysts'  esti- 
mates. The  stock  dropped  13  points, 
or  18%,  the  next  day  on  huge  volume. 
The  carnage  was  out  of  all  proportion 
to  the  apparent  cause:  On  a  shortfall 
of  a  few  tens  of  millions  of  dollars,  the 
stock  lost  almost  $3.5  billion  in  mar- 
ket value.  Disproportionate  drops 
caused  by  earnings  shortfalls  are  be- 
coming more  and  more  frequent. 

How  should  the  smart  investor  re- 
act? Buy  right  after  the  plunge?  Or 
wait  till  the  dust  clears? 

My  advice:  Let  the  dust  clear. 

The  answer  is  based  on  a  study  I  just 
completed  of  2,000  large  companies 
that  had  single-day  price  drops  of  over 
10%  during  the  past  12  months.  The 
average  decline  was  17%  the  first  day 
the  stock  traded  after  the  disappoint- 
ing news.  I  then  compared  the  closing 
price  that  day  with  the  price  of  the 
stock  30,  60  and  90  days  later.  This 
group  of  "bad  news  bears"  included 
Salomon  Brothers,  caught  up  in  the 
government-security  scandal,  Brown- 
ing-Ferris, Harley- Davidson,  Ad- 
vanced Micro  Devices  and  British 
Petroleum. 

Though  the  stocks  fell  to  fire-sale 
levels  after  reporting  bad  news,  they 
were  even  cheaper  30  days  later,  de- 
clining 25.1%  on  average  from  the 


pre -announcement  price.  The  ftir- 
ther  decline  after  the  initial  shock 
averaged  50%  of  the  first  drop.  Fully 
90%  of  the  stocks  were  lower  one 
month  later. 

Once  down,  the  stocks  stayed 
there  for  months.  After  60  days  these 
bad  news  bears  were  still  down 
23.4%,  only  fractionally  better  than 
after  30  days.  After  90  days  the  stocks 
were  down  19.7%,  again  more  than 
after  the  collapse  on  day  one. 

The  study  provides  an  important 
insight  that  should  help  you  in  your 
investment  decision  making.  Don't 
be  a  hero  and  charge  into  the  initial 
panic.  If  you  like  a  stock  blown  out  by 
disappointing  news,  it  pays  to  sit  on 
the  sidelines  for  a  while.  In  all  proba- 
bility you  will  get  plenty  of  chances  to 
buy  it  cheaper  in  the  next  90  days. 

The  nature  of  The  Street's  re- 
search process  explains  why  the  phe- 
nomenon occurs  so  consistently.  An- 
alysts react  to  surprises  by  slashing 
their  quarterly  estimates  on  the  an- 
nouncement of  the  disappointing 
news.  However,  they  are  usually 
slower  in  making  major  changes  to 
their  projections  for  the  next  few 
quarters  or  the  following  year. 

Normally,  when  there  is  a  negative 
surprise,  the  poorer  results,  even  for 
first-rate  companies,  are  likely  to  con- 
tinue for  some  time.  Business  condi- 
tions that  often  prompted  the  original 
announcement  are  not  likely  to 
change  on  a  dime.  It  takes  time  to  ride 
through  an  unanticipated  rough 
stretch.  As  a  result  the  initial  shock  is 
often  followed  by  later,  if  lesser, 
shocks,  continuing  to  pressure  price. 

So  be  patient.  If  a  company  you  like 
comes  out  with  an  announcement 
that  shakes  the  market's  confidence, 
play  the  waiting  game.  It  should  pay 
off  well  overtime. 

Here  are  a  number  of  companies 
beaten  down  now  that  I  think  present 
good  upside: 

I  was  too  early  on  my  recommenda- 


tion of  Humana  (21)  in  the  Feb.  3 
issue,  which  helped  prompt  this 
study.  Since  then  the  stock  is  down 
over  20%.  Nevertheless,  hum  is  taking 
strong  positive  action  to  bolster  in- 
come and  also  splitting  the  company 
into  two  groups,  hospital  and  HMO, 
which  traditionally  sells  at  a  premium 
multiple.  An  improving  economy  and 
the  restructuring  should  result  in  bet- 
ter earnings  growth  over  the  next  few 
years.  Humana  trades  at  a  p/e  of  10 
and  yields  4.2%. 

Community  Psychiatric  (8)  had  a 
one-day  drop  of  27%,  to  17,  because 
of  negative  publicity  in  September 
1991.  Since  that  time,  it  has  dropped 
over  50%  to  its  present  price.  With  the 
impact  of  the  bad  news  lessening  and 
efforts  to  attract  more  managed  care 
psychiatric  business  beginning  to  pay 
off,  earnings  could  approximate  90 
cents  per  share  in  fiscal  1993  (ending 
Nov.  30).  Community  Psychiatric 
trades  at  a  P/E  of  10  on  next  year's 
estimate  and  yields  4.1%. 

Another  group  that  was  badly 
mauled  by  disappointing  news  has 
been  the  airlines,  with  the  industry 
declining  29%  from  its  high  for  the 
year.  Two  I  would  look  at: 

AMR  (58)  is  the  largest  domestic 
carrier.  Desperate  fare  cuts  by  carriers 
struggling  for  survival  have  led  to  a 
classic  price  war.  As  a  result  amr  will 
report  a  loss  of  about  $1 .75  per  share 
in  1992.  With  an  improving  economy 
and  the  likelihood  of  greater  sanity  in 
the  price  structure,  AMR  could  earn  $5 
next  year  with  increasing  gains  there- 
after. The  stock  trades  at  a  p/e  of  1 2 
on  1993  results. 

UAL  (107),  the  second-largest  car- 
rier, is  down  34%  from  its  1992  high 
as  a  result  of  a  poor  economy  and  the 
devastating  fare  war.  Framings  esti- 
mates, once  positive,  arc  now  -$10  a 
share  for  1992.  Like  American,  UAL 
will  emerge  as  one  of  the  industn's 
survivors  with  a  strong  international 
base.  The  stock  could  earn  over  $8 
in  1993  with  continuing  gains  in  suc- 
ceeding years. 

Hewlett-Packard  (59)  looks  cheap 
at  its  current  price.  Nevertheless,  fol 
lowing  the  principle  learned  from  the 
study,  I  would  proceed  cautiously. 
Acquire  a  position  gradually  over  the 
next  90  days.  The  stock  has  a  price/ 
earnings  ratio  of  16  on  depressed^ 
earnings  and  yields  1 .4%. 
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The  best-performing  advisory  letters  are  scared  of  what 
the  dollar's  decline  will  do  to  U.S.  markets. 

Dollar  deja  \n 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


Currency  markets  have  been  con- 
vulsing, with  the  dollar  dropping, 
Germany's  Bundesbank  bitterly  re- 
sisting international  pressure  to  relax 
its  squeeze,  and  Europe's  exchange 
rate  mechanism  becoming  unraveled. 
.It's  a  scary  parallel  with  1987.  Then, 
as  now,  the  dollar's  decline  was  disor- 
derly. The  U.S.  federal  government 
seemed  actually  to  want  the  green- 
back to  fall.  And  look  what  happened 
to  the  stock  market  that  October. 

Will  the  stock  market  react  as  disas- 
trously this  time  around.>  To  get  a 
sound  reading,  I  turned  to  those  in- 
vestment letters  with  the  best  long- 
term  record  among  those  tracked  by 
the  Hulbert  Financial  Diciest.  The 
consensus  about  the  dollar's  impact: 
Even  if  we  don't  get  another  crash, 
the  outlook  for  stocks  is  bleak. 

To  begin  with,  according  to  many 
of  the  advisory  letters,  the  dollar's 
prospects  are  even  poorer  today  than 
they  were  in  1987.  Despite  the 
Bundesbank'^  recent  rate  cut,  real 
European  interest  rates  still  are  far 
higher  than  those  prevailing  in  the 
U.S.  And  the  emerging  European 
monetar}'  union  is  forcing  some  cen- 
tral banks  to  increase  rates  even  fur- 
ther. If  and  when  they  do,  the  dollar 
likely  will  fall  again. 
■  Let's  start  with  Martin  Zweig  of  the 
Zivei£[  Forecast,  one  of  the  few  letters 
ahead  of  the  market  over  the  last 
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decade.  Zweig  focuses  on  the  nega- 
tive impact  these  high  European  in- 
terest rates  might  have  on  their  stock 
markets,  many  of  which  already  are  in 
serious  downtrends.  Zweig  wonders 
how  much  longer  the  U.S.  market  can 
buck  this  worldwide  trend.  He  exam- 
ined several  decades  of  stock  market 
history  to  see  what  happened  follow- 
ing previous  such  divergences,  and 
he's  worried. 

Since  1970,  according  to  Zweig, 
there  have  been  six  times  when — like 
this  year — the  Dow  industrials  went 
up  for  at  least  six  months  while  for- 
eign stock  markets  were  performing 
poorly.  In  all  six  cases  the  divergence 
was  resolved  eventually  by  a  decline  in 
U.S.  stocks.  These  six  include  not 
only  the  period  prior  to  the  1987 
crash,  but  also  1971,  "just  before  a 
17%  correction,"  Zweig  says,  and 
1976,  "leading  to  a  bear  market." 

■  Next  comes  Bob  Nurock  of  Bob 
Nurock's  Advisory,  whose  service  is  in 
second  place  over  the  last  ten  years,  if 
just  his  market  timing  is  measured. 
Nurock  is  worried  that  the  Federal 
Reserve  and  European  central  banks 
aren't  cooperating — either  to  support 
the  dollar  or  to  provide  much-needed 
liquidity.  Nurock  reminds  us  that 
"the  current  interest  rate  conflict 
partly  resembles  the  U.S. -German 
dispute  that  preceded  the  panic  of 
1987.  The  refusal  of  Germany  to  ease 
[monetary]  policy  brought  down 
world  markets." 

■  Our  third  opinion  comes  from  the 
Value  Line  Investment  Survey,  which 
is  in  second  place  for  overall  perfor- 
mance over  the  last  decade.  Value 
Line  points  out:  "The  Fed's  ability  to 
defend  the  dollar  by  raising  interest 
rates  has  been  largely  nullified  by  its 
need  to  keep  rates  low  to  assist  the 
nation's  economic  recovery."  Thus, 
without  cooperation  from  the  Euro- 
peans, the  Fed  is  fairly  helpless. 

■  Might  the  dollar's  decline  already 
have  run  its  course,  thus  reducing  the 
pressure  on  the  Fed  to  support  the 


dollar.^  Not  likely,  according  to  Rich- 
ard Russell  (whose  Dow  Theory  Letters 
called  the  1 987  top  as  well  as  the  1 974 
bear  market  bottom).  He  acknowl- 
edges that  the  dollar  is  oversold  and 
due  for  at  least  a  short-term  bounce. 
But  Russell  reminds  us  that  "in  bear 
markets  an  item  can  stay  oversold  for 
months  at  a  time."  And  make  no 
mistake  about  it,  Russell  says:  "The 
dollar  is  in  a  major  bear  market."  He  is 
concerned  that  the  Fed  may  be  forced 
to  raise  rates  at  a  time  when  the 
economy  already  is  shaky.  This  could 
precipitate  a  "full-fledged  depres- 
sionary  collapse." 

Pretty  scary  stuff.  What  should  you 
do  if  you  agree  with  these  leading 
letter  editors?  Foreign  bonds  are  the 
preferred  vehicle,  since  their  yields 
(both  nominal  and  real)  are  much 
higher  than  U.S.  rates.  If  the  dollar 
continues  to  decline,  they  will  earn  a 
capital  gain  to  boot.  Scudder's  Inter- 
national Bond  fund  is  the  choice  of 
four  mutual  fund  letters  tracked  by 
the  HFD.  It  invests  in  the  bonds  of  both 
foreign  companies  and  governments. 
Its  current  yield  is  7 .7%. 

If  you  want  to  avoid  the  risks  of 
foreign  corporate  bonds  and  the  riski- 
er 12 -year  maturity  of  the  Scudder 
Fund,  an  alternative  is  the  Benham 
European  Government  Bond  Fund 
(this  is  Russell's  pick).  The  fund  in- 
vests only  in  European  government 
debt,  and  has  an  average  maturity  of 
about  7  years.  Its  current  yield:  8.6%. 

Don't  forget  that  you  incur  an  ej- 
change-rate  risk  by  investing  in  either 
fund:  If  the  dollar  gain  ,  these  funds 
will  decline.  But  your  exchange-rate 
risk  is  limited.  For  example,  if  the 
dollar  gains  because  foreign  interest 
rates  decline,  these  bonds  will  rise  and 
lessen  the  impact  of  the  stronger  dol- 
lar. And  in  any  case,  the  dollar  can 
gain  quite  a  bit  against  European 
currencies  before  your  total  return 
declines  to  being  no  better  than  it 
would  otherwise  be  had  you  invested 
in  comparable  U.S.  bonds.  IB 
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In  the  end,  chargeoffs  often  result  in  healthy  companies, 
but  don't  think  the  first  writeoff  is  necessarily  the  last. 

Writeoffs 
and  reality 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 

A.  Gary  Shilling  &  Co.,  economic  consultants 

and  investment  advisers.  His  firm  publishes  Insight, 

a  monthly  newsletter  covering  the  business 

outlook  and  investment  strategy. 


"WE'VE  BITTEN  THE  BULLET  and  put 

our  problems  behind  us.  Now  we 
look  forward  to  a  bright  future."  So 
trumpet  chief  executives  when  they 
announce  huge  writeoffs  as  part  of 
massive  restructuring  or  gigantic  real 
estate  problems. 

The  zeal  for  writeoffs  was  extreme 
at  the  end  of  1991,  and  stocks  often 
jumped  on  the  news.  The  fans  figured 
1992  earnings  would  look  super  com- 
pared with  writeoff-depressed  1991 
results.  They  also  figured  that  corpo- 
rate America  had  thrown  out  every- 
thing it  possibly  could,  so  big  write- 
offs would  be  history.  And  the  re- 
structuring that  many  writeoffs  paid 
for  had  made  corporations  so  lean 
that  the  sales  gains  spurred  by  the 
anticipated  1992  economic  recovery 
would  spawn  huge  profit  increases. 

Not  so  fast.  You'll  be  making  a  big 
mistake  if  you  believe  that  big  write- 
offs are  always  good  news.  We  are  in 
a  stop-go  economy,  a  balance  sheet 
recession,  and  will  remain  there  un- 
til the  excessive  debts  of  the  1970s 
and  1980s  arc  worked  out.  Sales 
growth  will  remain  so  limited  that 
earnings  gains  for  even  the  leanest 
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firms  may  well  be  disappointing. 

There's  something  more  funda- 
mental. The  first  big  writeoff  is  sel- 
dom the  last.  When  there  is  a  problem 
big  enough  to  require  a  writeoff, 
managements  are  often  slow  to  admit 
how  bad  it  really  is.  So  they  may  not 
bite  the  bullet  hard  enough.  Then 
that  first  writeoff  becomes,  not  the 
prelude  to  a  bright  new  day,  but  only  a 
sign  of  something  far  more  serious. 

Consider  McDonnell  Douglas.  In 
January,  when  fourth-quarter  1991 
chargeoffs  were  announced.  Chief 
Executive  Officer  John  F.  McDonnell 
said,  "It  is  clear  that  McDonnell 
Douglas  has  turned  the  corner.  ..." 
But  there  turned  out  to  be  another 
corner.  The  company  reported  more 
writeoffs  for  the  second  quarter  of 
1992,  and  the  stock's  performance 
has  remained  weak. 

Digital  Equipment  is  another  ex- 
ample. In  a  Jan.  17,  1991  research 
report,  after  huge  1990  writeoffs, 
Goldman,  Sachs  raised  its  investment 
opinion  on  the  stock,  citing  a  bright 
outlook  for  the  company  with  no  hint 
of  further  writeoffs.  Many  more 
writeoffs  followed,  and  the  stock  con- 
tinued its  descent,  dropping  from  83 
shortly  after  the  Goldman,  Sachs  re- 
port to  a  recent  low  of  33%  before 
rebounding.  Digital's  board  forced 
out  the  founder  and  president  a  cou- 
ple of  months  ago. 

BankAmerica  took  repeated  bad 
loan  writeoffs  several  years  ago,  with 
such  repetition  that  the  announce- 
ments became  rnonotonous.  Yet  the 
then  chief  executive,  at  board  meet- 
ing after  board  meeting,  assured  di- 
rectors that  the  most  recent  chargeoft' 
was  absolutely,  positively  the  last. 
E,ventually  his  credibility  disappeared, 
and  so  did  his  job.  Only  after  that  did 
the  stock  recover. 


GM  suffered  a  $3.3  billion  restruc- 
turing writeoff  in  November  1990 
that  company  officials  said  would  cov- 
er "all  foreseeable  circumstances." 
Yet  GM  proved  a  repeat  offender,  tak- 
ing additional  huge  charges  in  1991 
and  this  year,  and  the  end  is  not  in 
sight.  The  board  recently  in  effect 
demoted  the  chief  executive  to  force 
faster  restructuring. 

IBM,  trying  to  adapt  to  a  rapidly 
changing  computer  market,  charged 
off  $870  million  in  1988,  $2.3  billion 
in  1989,  $3.4  billion  in  1991,  and 
expects  about  $1  billion  more  this 
year.  Clean  slate?  Hardly. 

Besides  their  likely  repetition,  there 
is  another  reason  to  be  shy  of  write- 
offs. A  writeoff  today  means  that  earn- 
ings reported  earlier  were  overstated. 
Take  the  situation  all  too  common  in 
banks.  They  reported  as  profits  inter- 
est from  loans  that  later  defaulted. 
What  kind  of  earnings  were  those.'' 

Corporations  never  restate  earn- 
ings to  reflect  later  writeoffs  (an  ac- 
counting nightmare  even  if  they 
wanted  to)  but  just  treat  them  as 
reductions  to  stockholder  equity. 
This  means  that  the  historical  earn- 
ings record  is  simply  overstated.  To 
get  a  rough  idea  of  earnings  corrected 
for  writeoffs,  we  did  an  exercise 
spreading  chargeoffs  over  the  year 
they  were  taken  and  the  two  previous 
years,  with  one-third  assigned  to  each 
year.  What  a  difference  this  makes! 

For  GM,  corrected  earnings  were 
clearly  headed  down  in  1989,  while 
reported  earnings  didn't  hit  the  skids 
until  a  year  later.  IBM's  reported  re- 
sults were  rising  through  1990,  but 
corrected  earnings  peaked  in  1988, 
foretelling  big  trouble  ahead. 

As  an  investor,  how  do  you  pick 
your  way  through  this  writeoff'  bone 
yard?  Here  are  a  few  hints: 

1 .  Don't  buy  on  the  first  writeoff; 
chances  are  there  will  be  more. 

2.  Do  consider  buying  after  the  bad 
news  forces  a  change  in  top  manage 
ment.  This  worked  well  in  the  case  ol 
BankAmerica,  which  finally  did  tun 
around  after  the  former  chief  execu 
tivc  was  kicked  out.  Digital  Equip 
ment  may  be  a  buy  now  because  it  ha 
gone  through  a  series  of  writeoffs  and 
has  changed  the  man  at  the  top. 

3.  Remember  that  past  earning* 
trends  may  be  deceiving  unless  cor 
rected  for  chargeoffs. 
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Currency  turmoil  in  Europe  has  spoiled  what  used 
to  be  an  easy  game  for  traders  and  speculators. 

Changing 
the  equation 


BYANDREWJ.KRIEGER 


Andrew  J.  Krieger  is  managing  director 

of  KB  Currency  Advisors,  Inc., 

a  foreign  exchange  investment  management 

and  hedging/advisory  firm  based  in 

Englewood  Cliffs,  N.J. 

He  is  author  of  The  Money  Bazaar. 


A  GAME  that  has  earned  foreign  cur- 
rency traders  and  speculators  billions 
of  dollars  since  the  early  1980s  may  be 
over.  The  game  goes  by  a  lot  of 
names — optimized  foreign  currency 
portfolio,  high-yield  anomaly,  carry 
plays — but  the  trade  is  basically  the 
same:  Buy  currencies  of  countries  like 
Sweden  or  Italy,  where  interest  rates 
are  high,  and  sell  short  currencies  of 
countries  like  Germany,  where  inter- 
est rates  are  relatively  lower. 

In  this  game  your  profit  is  the 
difference  between  the  two  interest 
rates.  Your  risk  is  that  your  long  posi- 
tion in,  say,  the  lira  will  decline  in 
value  against  your  short  position  in, 
say,  the  deutsche  mark  and  wipe  out 
your  profit  when  you  cover  the  short 
position  in  the  stronger  currency. 

It  works  like  this:  Let's  assume  that 
in  1991  a  trader  wanted  to  play  the 
high-yield  game  by  buying  the  lira 
and  selling  the  deutsche  mark.  Let's 
lurther  assume  that  for  1991  the  aver- 
age lira  deposit  rate  was  12.5%,  while 
the  mark  borrowing  cost  was  9.5%. 
This  means  that  the  trader  earned  3% 
positive  interest  carry  on  his  play,  less 
any  weakening  of  the  lira  versus  the 


mark.  In  1991  the  lira  was  essentially 
unchanged  against  the  mark.  Thus 
the  trade  netted  a  3%  positive  carry, 
before  leverage. 

The  fiill  gain,  however,  would 
probably  have  been  bigger,  since 
most  banks  allow  traders  to  use  lever- 
age, sometimes  upwards  of  20  times 
the  trader's  margin  or  collateral.  At  a 
leverage  of  20  to  1,  the  trader  would 
have  netted  a  60%  return. 

But  wasn't  this  highly  risky?  No. 
Until  recentiy  the  risk  was  largely 
offset  by  the  tremendous  stability  that 
the  Exchange  Rate  Mechanism  of  the 
European  Monetary  System  offered. 
This  mechanism  required  that  mem- 
ber European  countries  keep  their 
currencies  within  a  fixed  band  relative 
to  one  another.  The  deutsche  mark 
was  the  anchor  of  the  erm,  so  each 
currency  was  basically  kept  fixed  in  a 
band  in  relation  to  the  deutsche  mark. 
As  long  as  the  system  remained  stable 
and  the  relative  bands  remained  fixed, 
the  bet  was  terrific. 

Traditional  currency  influences 
such  as  divergences  in  economic  per- 
formance, for  example,  seemed  al- 
most irrelevant  as  Europe  happily 
moved  along  toward  what  seemed  to 
be  the  near  certain  implementation  of 
a  complete  monetary  and  economic 
union.  In  early  June  1992,  however,  a 
Danish  referendum  shockingly  reject- 
ed the  Maastricht  Treaty,  thus  calling 
into  question  both  the  basic  concept 
of  true  European  unity  as  well  as  the 
respective  merits  of  each  of  the  mem- 
ber currencies.  For  the  first  time  in 
many  years,  the  carry  play  game  began 
to  assume  a  more  symmetrical 
risk/reward  profile,  and  weak  curren- 
cies began  to  actually  suffer  from  sub- 
stantial price  weakness. 

With  the  risk  element  greatiy  in- 
creased, many  players  rushed  to  un- 
wind their  now  unprofitable  "carry" 


positions.  This  movement  of  billions 
of  dollars  further  accelerated  the 
move  from  the  high-yielding  curren- 
cies (such  as  the  lira,  pound  and  pese- 
ta) toward  the  deutsche  mark. 

Subsequendy,  the  selling  pressure 
against  the  Italian  lira  grew  so  great 
that  the  combined  efforts  of  the  Euro- 
pean central  banks  were  insufficient  to 
maintain  the  basic  bands.  On  Sept. 
14,  the  central  banks  capitulated,  an- 
nouncing a  realignment  in  which  the 
lira  was  devalued  by  3.5%,  while  other 
EMS  currencies  were  revalued  by  3.5%, 
a  net  7%  price  change. 

Downward  pressure  on  the  British 
pound  and  Spanish  peseta  continued, 
and  all  efforts  to  contain  the  weakest 
European  currencies  in  their  EMS 
bands  were  in  vain.  The  Finnish 
markka  was  allowed  to  float  freely, 
thereby  breaking  its  unofficial  linkage 
with  the  ECU  (European  Currency 
Unit).  The  central  bank  of  Sweden 
resorted  to  extreme  measures  to  de- 
fend the  krona  by  raising  overnight 
interest  rates  to  75%  and  then  to  a 
staggering  500%.  On  Sept.  16,  1992 
the  British  pound  collapsed  through 
the  bottom  of  its  intervention  levels 
and  was  suspended  within  the  erm 
following  the  Bank  of  England's  ex- 
penditure of  £10  billion  in  a  failed 
attempt  to  support  the  currency. 

It  is  not  clear  what  will  happen  with 
regard  to  further  ems  realignments, 
but  it  is  certain  that  multicurrency 
carry  games  have  very  heightened 
risks,  which  will  shift  the  rules  of  the 
game  for  a  long  time. 

Playing  the  EMS  is  tricky  and  expen- 
sive in  the  immediate  aftermath  of  the 
French  Maastricht  vote.  The  spot 
market  is  volatile  and  relatively 
illiquid — a  dangerous  combination. 
Option  costs  have  climbed  dramati- 
cally. Despite  the  attraction  of  specu- 
lating on  world  events,  from  a 
risk/reward  standpoint,  it's  probably 
a  good  time  to  be  out  ot  the  market. 

For  those  who  still  want  to  play, 
one  reasonable  bet  is  for  the  contin- 
ued fall  of  the  pound  against  the 
mark.  This  trade  can  be  done  by 
buying  a  250  November  sterling/ 
mark  put  on  the  Philadelphia  Stock 
Exchange  at  a  cost  of  250  ticks;  the 
all-in  cost,  including  commission,  is 
about  $800.  If  the  cross  rate  falls  to 
240  before  the  November  expiration, 
I  would  take  profits.  !■ 
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BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9)-including  some 
very  famous  names 
-which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance 
of  my  key  market  indicators  which 
helped  The  Zweig  Forecast  score 


608.7%  gains,  with  exceptionally  low 

risk,  for  the  12  years  since  Hulbert 

began  monitoring  advisory  services. 

(Past  results  do  not 

guarantee  future 

results.)  Call  today  for 

bonus  Performance 

Ratings  and  gift  book 

($20  retail)  with  your 

Zweig  Forecast  trial. 

Time  is  crucial. 

EXTRA  BONUS 

Three-Month  Trial  $55, 

One  Year  $265.  VIsa/MC. 

1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


PRESENTATION  EQUIPMENT 


The  most  advanced  pen  sized 

Laser  Pointer  incredible  Low  Price 


$72 

$6  00SiH 


Don't  Lose  Their  Attention!    55  oak  court  oanviiie,  ca  94526 
Brigtit  red  laser  dot  lets  your  audience  focus  on    lei  5io-820-i763  Fa<  510-820-8738 
your  topic  and  lets  you  direct  the  presentation.  Ideal  tor 
seminars,  classrooms  and  all  presentations. 


CALL  800-854-6686 


VOICE  MAIL 


%  > 


^-^ 
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BUSINESS  OPPORTUNITIES 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc 


NATIONWIDE 


INCORPORATE  IN  ANY 
STATE  BY  PHONE 


^LAST 


1         VOICE  MAIL 
^  ^  TELEMARKETING 
**CALL  PROCESSING 

Transtorm  your  PC/XT  AT/386  into  3  mulWine  voice  pfo- 
cessin^  commano  cenie^  Inletligently  process  yoor 
sales,  inquires,  are)  messages  Complete  package 

Multi-LHie  .       .uioi       $995 

SINGLE  LINE  ■\^<',  I    ulh)  S295 

iOeveloper/Ofr,4  packages  av]4i30l«i 

VISA  — MC  -AMEX  — COO 
FOR  SALES  OR  IHFOHMATION 

Call:  1-800-947-4884 

CALL  (510)  522-3S03  •  FAX   (5101  S22-5S56 

TALKING  TECHNOLOGY.  INC.     f, 

n?i  AI' AMIC  ftvf    .ftlAMt:,'^    CA  W501     /// 


$99 


plus 
state  fees 


Call  toll-free  today:  (800)  877-42Z4 
CORPORATE  AGENTS,  INC. 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Deiatware 
Corporations.  General,  Aircraft, 
Boat  &  Sheif  Corporations. 

T)e{uuKire    CaU'Write  lor  mEE  KIT: 
k%VistrV  P  O  Box  484-FB 

A.\Cy-     -^'    Wilmington,  DE  19899 
M    hid.  800-321 -CORP  •302-652-6532 


FINANCIAL  SERVICES 
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Receive  Value  Line 
for  only  $SSi  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library— Value  Line's  most 
recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  lo 
Invest  in  Common  Slocks.  You  will  also  receive  analyses  of  about  130  stocks 
each  week  for  10  weeks  for56Sr$55.  Available  only  once  every  two  years  to 

any  household.  SPECIAL  BONUS:  With  your  subscription  you  will  also 
receive  Barrons  DICTIONARY  OF  FINANCE  AND  INVESTMENT  TERMS. 
Third  EdlUon  (retail  price  $9.95)— 537  pages  niled  with  over  3.000  definlUons 
of  terms  from  stocks  and  bonds,  banking,  corporate  finance,  and  more — in 
accordance  with  Federal  income  tax  revisions.  Your  subscription  to  Value 
Line  may  be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money 
order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 

CaU  ToU-Free  1-800-833-0046 

(Ext.  2903-Dept.  2 16F12)  American  Express.  MasterCard  or  Visa. 

24  hours  a  day.  7  days  a  week.  30  day  Money-Back  Guarantee. 

Allow  4  weeks  for  delivery.  NY  residents  add  sales  tax. 

Foreign  rates  upon  request. 


The  Value  Line  Investment  Survejr* 

711  3rd  Avenue 
NY.  NY  10017-4064 
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DriH'S  anick,  -l  Recessinnisl  s  Furtfolio  (September.  19H9).  written  by  Ciar)  Shilling, 
outlined  a  portfolio  designed  to  mal«e  money  in  the  coming  dowmum  Since  then  the 
leveraged  version  of  the  portfolio  he  recommended  has  ouiperformed  the  S&P  SOO  by  120%. 

e  In  .Mkkei .Senoiisness (April.  1990),  with  the  Nild<ei  above  .SO.(HK).  he  wamed  readers  that 
the  Japanese  stock  market  faced  a  major  decline— the  .Nikkei  is  now  below  20,(HX). 

Investors  have  profited  from  these  and  Gary's  other 
prescient  forecasts.  Now  you  can  get  his  complete  viewsji^; 
on  the  economic  and  market  outlook — and  get  them  first. 

Subscribe  to 
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A.  Gary  Shilling's  INSIGHT 


L 


Special  Offer  to  Forbes  readers  12  moiuhl)  issues  $29S  (reg  $»()()) 
PLt'S  FREE  copies  of  Ciary's  last  3  b<x)ks 
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NYSE  FIRM  SEEKS 
SOPHISTICATED  INVESTORS 

IF  YOU  MAINTAIN  A 
MARGIN  DEBIT  IN  EXCESS 

OF  $100,000  IN  YOUR 

TRADING  ACCOUNT  AND 

ARE  PAYING  MORE  THAN 

5  CENTS  PER  SHARE 

***CALL  US*** 

FULL  SERVICE  NYSE  MEMBER 

ALL  ACCOUNTS  INSURED 

FOR  $2V2  MILL.  SUPERB 

EXECUTION  FACILITIES 

CALL  WALTER  MULLER 
1-800-628-4005 

STUART,  COLEMAN  &  CO.,  INC. 
MEMBERS,  NYSE-SIPC 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!! 

We  buy  &  sell  Diamonds  and  all  Precioj 
Gemstones  Free  wholesale  catalog  sin 
1%?'  Member  Jewelen  Board  of  Trade 
Chamber  of  ComnKrce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville.  Kentucky  42345 

TOLL  FREE  l-M0-«26-83S2 


lEXTE 


SHARING 


Lii     IS  CARING 


FOR  INFORMATION 

WRITE  OR  CALL: 

LINDA  LOREN 

FORBES  MARKET/ 

CLASSIFIED 

BOFillhAve    N  Y    NY  1001 1 

(212)  620-2440 
FAX  (212)  620-2472 
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REAL  ESTATE 


COMPUTERS 


A  Quality  Farmland  Investment 

Westchester  Real  Estate,  Inc.  presents 
15,524  Acres  -  Cass  County,  Illinois 

•  One  of  the  largest  contiguous  farms  in 
the  Midwest 

•  Includes  quality  cropland  in  the  heart  of  ' 
the  Combelt                                                           ( 

■  Numerous  building  sites,  residences,  grain  and 
machinery  storage 

■  Extremely  attractive  return  potential 

For  more  information,  contact  Westchester 
Real  Estate,  Inc. 

Farmland  Marketing  Specialists.  Nation  wide. 
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Westchester 
Real  Estate,  Inc. 


2407 South  Neil/P.O.  Box  3009/Champaign,  Illinois  61826-3009 


Bus:  (217)  352-6000/Fax:  (217)  352-9048 
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EDUCATIONAL  SERVICES 


MAIL  ORDER 


MBA  Degrees 

rough  home  study  in  Marketing, 
anetgement,  Human  Resources, 
Balth  Care  Administration,  Inter- 
itional  Business.  Save  time, 
fort  and  money  for  AA  BBA  & 
BA.  Get  the  facts  and  see  for 
)urself.  Call  (800)  477-2254, 
juthern  California  University,  202 
ishion  Lane-#F,  Tustin  CA  92680 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 

Credit  for  work  /  life  exp.  •  Accredited 
(800)  759-0005  EXT  607  (24hr) 

La  Salle  University 

Depl.  67  Mandeville,  LA  70470-4000 


StairLFT^ 

Model  SC 

Ride,  Don't  Climb. 


Ride  up  or  down 
stairs  quickly 
and  easily  with 
StairLIFT  Model 
SC,  the  single- 
seat  lift  from 
InclinatorCo. 
of  America.  For 
more  informa- 


tion, write  today: 

inclinator 


COMPANY     OFjjf, 

Oept.  7  tr 

P.O.  Box  1557  V 

Harrisburg,  PA  17105-1557 


AMERICA 


COLLEGE  DEGREE 

ACHELORS  •  MASTERS  •  DOCTORATE 

For  Work.  Lile  and  Academic 

Eiperience  •  No  Clatsroom 

Anendance  Required 

1-80(M23-3244 

FAX  (213)  471-6456 

or  send  detailed  resume 

lor  Free  Evaluation 

Pacific  Western  University 

'0  N  Sepuiveda  BlvO .  Depl  185,  Los  Angeles,  CA  90049  , 
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HUNTING  LODGES 


SILVER  LAKE  FARMS 

&  PRESERVE 

The  Ultimate  Hunt  Experience 


•  Canada  Geese    •  Snow  Geese 

•  Puddle  Ducks    •  Upland  Game 

Migratory,  Native  &  Released  Wildfowl  Shooting 
-  Guides  &  Gun  Dogs  -  Comfortable  Lodge  - 
Overnight  Accommodations. Call  or  write  for 
"^^  jj-      your  Free  16-page  Brochure 

Y?  (6<^9)  935-8424 

142  Silver  Lake  Rd  Salem  NJ  08079 


BUY  FOR  JUST  CENTS 
ON  THE  DOLLAR! 


IBM®  PS/ZJUodel  ^o^'^^^^m^mm^ 

Why  even  consider  a  clone  when  you  can  own  a  100% 
IBM  PS/2  Model  50Z  for  just  20c  ON  THE  DOLLAR!'  Don't 
pay  more  when  this  system  does  it  all!  Spreadsheets,  Word 
Processing,  Database  Management,  Desktop  Publishing, 
Accounting,  Networking,  Games  and  More!  Compare  features, 
performance,  quality  and  price  anywhere  T 
and  you  will  call  1-800-438-COMB! 


Genuine  IBM  quality! 

12"  IBM  VGA  .28  pitch  Color  Monitor! 

1  IVIB  RAM  &  30  MB  Hard  Drive! 
80286  Microprocessor  at  10  MHz 
3 1/2"  1.44  MB  Floppy  Drive! 
101  Key  Enhanced  Keyboard! 
•  3  Expansion  Slots! 

Serial,  Parallel  and  VGA  Ports! 
•  MS-DOS  5.0  Already  Loaded! 
•  Factory  renewed  BY  IBM! 
•  Includes  United 
Warranty! 
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1  monthly  payments 


ICIOIMIB 


1-800-438-COMB 


AUTHORIZED  UOUIDATORS'         ~       ■^■^■^  -■— --^       -w  —  ---^         .-     ^.^_^ 

COMB  CORP.,  720  Anderson  Ave.  (1-800-438-2662)      i«!ir"  Segment  #4073698 

St.  Cloud,  MN  56395  '  »  ^  a 

•C.O.M.B.'s  Payment  Plan  includes  Shipping  and  Handling.  Add  6.5%  sales  tax  for  MN  delivery  Payment  Plan  available 
for  credit  card  purchases  over  S40  only  All  merchandise  backed  by  C.O.M.B.'s  30  Day  Satisfaction  Guarantee. 


EXECUTIVE  GIFTS 


^SLj  Behold 


One  has  been  eaten  by  an  elephant- 
three  times;  others  have  sailed  in  Amer- 
ca's  Cup,  and  gone  to  war  with  the  Canadians  in  the 
Gulf.  Acknowledged  the  world's  best  outdoor 
hat,  the  Tilley'  floats,  ties  on,  repels  rain, 

won't  SHRINK  AND  LASTS. 

Natural-coloured,  strong,  soft,  USA-treated, 
cotton  duck  blocks  UVA  &  B  radiation.  British 
brass  hardware.  Sewn  with  care  in  Canada.  Four- 
page  Owner's  Manual.  Every  size.  $45;  $3  s/h. 

Free  fcu(  priceless  64-page  catalogue  of  the 
world's  best  travel  and  adventure  clothing. 
(Sir  Edmund  Hillary:  "1  wear  it;  it's  jolly  good 
stuff")   Refund?   Anytime. 

liUcy  EnduraUes  isoo  338  2797 

3525  Seneca  St.,  West  Seneca,  NY  14224 


mm  stores  in  InrBiHn,  UaocoiivEP,  Mi 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished     •  Full  colors 

.  100%  U.S.A.-made 
We'll  custom-make  any  emblem  for  youl 
Delivery:  14  business  days.  Worldwide. 
TME  Co.,  Inc.  101  Bel  Air  Drive 
NewMilford,  CT  06776,  U.S.A. 
(800)  535-5255  •  Fax  (203)  354-2786 


EXECUTIVE  GIFTS 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
reUeve  back  pain. 

•Forward-tilt 

feature 
•Adjustable 

neck  rest 
•Built-in  adjustable 

lumbar  support 

Net*'- 

To  fit  indiiiduals  from  5'2"  up  to  6'6". 


BackSaver  caU  1-800-251-2225 

fax  U  hr^.  l-,SO(l-44v')W)>) 

5.-!  (effrcv  .\ve..  FME.  HoUiston.  .\L\  01746 


•  16"  to  22"  models  ore  hond- 
crafted  from  solid  mahogany  with 
hondpointed  markings  and  details 

•  Over  160  models  in  stock 

•  Priced  from  $99,50 

•  Satisfaction  guoronteed 

Call  1-800-950-9944 


IPAVCIIflC 


WOUCSlUDINCMUaiS 

OfRNE 

UMSCUlfTUKS 

U25SNo<tti79lhSli«l 
Scolt!doleA.rpc»l.,«  85240 
16021 991-1811   -i^    !K 


GRAND  CHOCOLATE 

PIZZA  TM 

Corporate  Gift  Giving 
At  its  Best  from  Beverly  Hills 

Next  Day  GIft-Wrapped  Delivery  Available. 
Call  For  FREE  BROCHURE. 

(800)475-R.S.V.P. 
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Inflated  expectations? 

Zacks  Investment  Research  recently 
collected  estimates  from  12  securities 
analysts  on  what  1993  earnings  will 
be  for  the  30  companies  that  make 
up  the  Dow  Jones  industrial  average. 
Zacks  tallied  their  responses  and  con- 
cluded that  the  consensus  was  the 
Dow's  earnings  would  increase  16.7% 
over  1992. 

But  before  you  call  your  broker, 
listen  to  Baltimore-based  accounting 
expert  Jack  Ciesielski.  Author  of  Tlje 
Analyst's  Accounting  Observer,  Cie- 
sielski thinks  the  analysts  have  over- 
looked an  important  new  accounting 
rule  and  that  their  estimates  are  gross- 
ly inflated. 

Ciesielski  is  talking  about  the  way 
companies  account  for  their  em- 
ployees' postretirement  benefits,  oth- 
er than  pensions — things  like  health 
and  life  insurance.  Companies  used  to 
wait  until  a  worker  actually  retired  and 
collected  benefits  before  taking  a 
charge  against  earnings  to  reflect 
these  costs.  But  thanks  to  the  Finan- 
cial Accounting  Standards  Board's 
well-publicized  Statement  106,  by 
the  end  of  1993  all  companies  will 
have  to  accrue  such  future  liabilities, 
charging  a  portion  of  them  against 
each  quarter's  earnings. 

Ciesielski  says  22  of  the  30  compa- 
nies in  the  Dow  will  begin  to  make 
this  accounting  change  in  next  year's 
first  quarter.  (Others  have  already  im- 
plemented the  rule,  with  some  sub- 
stantial hits  to  earnings.)  Using  data 
filed  by  the  Dow  companies  with  the 
Securities  &  Exchange  Commission, 
he  calculates  Statement  106  will  cut 
1993  earnings  for  the  Dow  overall 
anywhere  from  4.3%  to  12.1%.  Some 
companies,  such  as  Alcoa  and  Cater- 
pillar, could  be  hit  much  harder. 

If  Ciesielski  is  right,  those  who 
think  the  Dow  stocks'  earnings  will 
rise  smardy  next  year  will  be  in  for  an 
unpleasant  surprise. 

-Dana  Wechsler  Linden 


Clouds  over  Sun 

Sun  Co.,  based  in  Philadelphia,  is 
primarily  a  refiner  and  marketer  of 
gasoline.  It  mainly  serves  the  North- 
east and  Midwest  through  its  Sunoco 
and  Adantic  brands.  Smaller  divisions 
include  coal  mining,  international  oil 
and  gas  exploration,  and  68%  of  Sun- 
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cor,  its  publicly  traded  Canadian  re- 
fining/marketing operation.  Esti- 
mated 1992  sales  will  be  around  $10 
billion,  excluding  excise  taxes. 

Weak  energy  markets  have,  of 
course,  hurt  Sun.  Since  the  winter  of 
1991  its  stock  has  dropped  30%,  to  a 
recent  25 .  And  it  might  be  even  lower 
but  for  Sun's  rich  S1.80-a-share  divi- 


earn- 


t: 


A  Sunoco  service  station 
Bearish  prospects  for  Sun. 


dend.  (Recent  yield,  7.2%.)  The  divi- 
dend is  neither  earned  nor  funded  by 
internally  generated  cash  flow,  but 
betting  on  a  cut  is  risk)':  The  dividend 
provides  handsomely  for  Sun's 
founding  family,  the  Pews,  who  con- 
trol 26%  of  Sun's  106  million  shares 
through  a  charitable  trust. 

What  about  Sun's  underlying  busi- 
ness? Analyst  James  Hickman  of  San - 
ford  C.  Bernstein  &  Co.  estimates  the 
company  will  earn  58  cents  a  share 
from  operations  this  year.  (That  ex- 
cludes a  S 1 1 5  million  aftiertax  windfall 
from  an  expropriation  settlement 
with  Iran,  as  well  as  a  $70  million 
charge  related  to  the  partial  shutdown 
of  a  Tulsa  refinery.)  He  thinks  1993 
earnings  will  increase  to  75  cents  a 
share,  thanks  to  rising  retail  margins 
and  aggressive  cost-cutting. 

But  Hickman  is  bearish  on  the 
stock.  Refineries  make  their  money 
on  the  spread  between  prices  for  re- 
sidual fiiel  and  light  products  like 
gasoline — generally,  the  wider  the 
spread,  the  more  profits  a  refiner 
makes.  That  spread,  says  Hickman,  is 
getting  narrower,  and  the  company 
will  run  out  of  costs  to  cut  by  1994, 
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when  he  expects  Sun's  per-share 
ings  to  skid  to  48  cents. 

Maytag  cleans  house 

Fevv.\ppll\nce  \l\kers  oflfer  as  broad 
a  product  line  as  S3  billion  (estimated 

1992  sales)  Ma\T:ag  Corp.  Under 
such  trademarks  as  Maytag,  Magic 
Chef  and  Hoover,  it  makes  ever\'thing 
from  laundry  equipment  and  ranges 
to  dishwashers  and  vacuum  cleaners. 

The  worldv\ide  recession  has  been 
brutal  on  Newton,  Iowa- based  May- 
tag. Analyst  Nicholas  Heymann  of 
Count)'  NatWest  Securities  estimates 
earnings  uill  be  just  65  cents  a  share 
this  year,  down  66%  from  their  peak  in 
1987.  Maytag's  stock  (recent  ntse 
price,  1378)  has  dropped  33%  fi-om  its 
12 -month  high  of  20%  this  spring. 

But  He)'mann  believes  Maytag  can 
turn  itself  around.  The  company  has 
built  a  new  dishwasher  plant,  mod- 
ernized its  range  plants  and  intro- 
duced several  new  products. 

In  August  Maytag  took  a  S60  mil- 
lion, or  57  cents  a  share,  aft:ertax 
restructuring  charge  to  trim  Europe- 
an operations  and  reorganize  some  of 
its  U.S.  businesses.  Then,  in  mid- 
September,  Ma)tag  formed  an  alli- 
ance with  Munich-based  Bosch- 
Siemens,  a  $5  billion  (sales)  joint 
venture  between  Germany's  Robert 
Bosch  GmbH  and  Siemens  A.G.  that 
is  Europe's  second -largest  appliance 
maker.  Their  goals  include  joint  and 
reciprocal  marketing,  as  well  as  con- 
solidating distribution  and  ser\'ice. 

The  Bosch-Siemens  hookup  makes  ;  dscs[ 
good  sense.  Maytag's  European  oper-  |nc 
ations  account  for  some  15%  of  total 
sales  but  run  in  the  red.  Heymann 
notes  the  company's  balance  sheet — 
total  debt  is  57%  of  capital — may  not 
offer  it  the  flexibilit)'  to  make  a  major 
acquisition  or  investment  in  Europe. 

Heymann  thinks  Maytag's  earn- 
ings can  rebound  to  at  least  $1.25  a 
share  next  year.  If  he's  right,  then 
Maytag  is  selling  for  just  1 1  times  his 

1993  estimate.  Heymann  looks  foF 
the  stock  to  trade  up  to  $18  to  $20 
over  the  next  12  months.  (There  are 
106.4  million  shares.) 
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Japan,  anyone? 

Intkrhsied  in  doing  a  litde  bottom- 
fishing  for  Japanese  stocks?   If  so. 
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higekazu  Kurishima  is  a  man  worth 
lalking  to. 

Kurishima  is  president  of  New 
^ork- based  Nikko  Capital  Manage - 
nent,  the  U.S.  money  management 
rm  of  Japan's  giant  Nikko  Securities. 
To  find  out-of-favor  stocks  with  turn- 
round  potential  for  his  clients,  Kuri- 
hima  and  his  analysts  first  screen  the 
.,200-stock  Topix  average — the  Jap- 
jiese  equivalent  of  the  s&P  500 — for 
tocks  that  have  underperformed  the 
apanese  market  over  the  last  eight 
'ears.  Next,  the  analysts  take  the  300 
tocks  that  performed  the  worst  and 
ook  at  their  price-to-sales  ratios  and 
)ther  vital  statistics.  In  this  way  Kuri- 
hima  culls  out  stocks  whose  prices  are 
iepressed  but  which  have  a  good 
:hance  of  returning  to  favor.  He  buys 
he  best  of  the  lot  for  his  mutual  fiand, 
he  Capstone  Nikko  Japan  fiind. 

Among  the  out-of-favor  stocks 
Curishima  has  been  buying  are  car 
:ompanies  and  auto  parts  suppliers 
ike  Nissan,  Honda  and  Fuji  Heavy 
ndustries  (the  latter  makes  the  Suba- 
u  line).  "Investors  have  felt  that  even 
hough  sales  were  doing  very  well,  the 
5ro\^  rate  of  the  auto  industry  in 
apan  is  slovsdng,"  he  says.  "Now 
hese  stocks  look  pretty  cheap." 

Kurishima's  screens  have  also 
urned  up  some  of  Japan's  biggest 
electronics  giants:  Fujitsu,  Hitachi, 
licoh,  Victor  Co.  of  Japan,  NEC  and 
Vlatsushita  Electric  Industrial.  The 
earnings  of  all  these  export- oriented 
:ompanies,  he  says,  suffered  over  the 
ast  few  years  as  the  value  of  the  yen 
ose  sharply  against  the  dollar.  "They 
lave  all  streamlined  production  and 
nvested  in  new  technology,"  says 
•Curishima,  "so  that  they  are  prepared 
or  a  higher- value  yen." 

Kurishima  is  buying  beaten-down 
apanese  drug  stocks  like  Tsumura  & 
;^o.,  Dainippon  Pharmaceutical  and 
<Caken  Pharmaceutical — he  likes  the 
Irug  group  ^8  "a  play  on  Japan's 
iging  population."  Finally,  he  favors 
5usted  cyclicals  such  as  Hitachi 
hemical,  Asahi  Organic  Chemicals, 
3owa  Mining  and  Mitsubishi  Materi- 
ils.  "When  the  Japanese  economy 
urns  around,"  Kurishima  observes, 
'they  will  too. "^ 

The  stocks  of  many  of  these  compa- 
lies  trade  in  the  U.S.  in  the  form  of 
American  Depositary  Receipts. 

-Christopher  Palmeri  ^ 
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Give  a  man  a  fish 
and  you  feed  him  for  a  day. 


Teach  him  how  to  fish 
and  you  feed  him  for  life. 

It's  a  concept  as  time-honored  as  it  is  timely. 
Yet  most  foreign  aid  programs  continue  to  provide  short  term 

answers,  rather  than  long  term  solutions.  The  only 

food  that  lasts  a  lifetime,  is  knowledge.  The  kind  of  knowledge 

we  atTechnoserve  have  been  supplying  to  farmers 

from  Africa  to  Latin  America  for  the  last  twenty  years.  We've  taught 

tens  of  thousands  of  needy  men  and  women  how  to 

run  agricultural  enterprises  that  produce  food 

and  income,  ultimately  producing  that  most  precious  of 

coravnodiiiQS.  self-reliance.  We've  accomplished 

so  much,  but  we  still  have  so  far  to  go.  For  us  to  teach, 

please,  we  need  you  to  help. 


TechnoServe 

A  working  solution  to  world  hunger. 

148  East  Avenue,  Norwalk,  Connecticut,  USA  06851 
Call1-800-99-WORKS 
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l11  of  us  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1  %  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 

•Price  subject  to  change  without  notice 

Forbes  Lake  of  the  O^rks 

Box    303,  Fort  Garland,  CO  81 133 

Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


I  \ 


Name . 


I     Address - 


City/State/Zip 
Telephone . 


or  phone  816/438-2801  60Z2 


Obtain  the  Properly  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  judged  the  merits  or  value,  II  any,  ot  this  properly 
Opportunity.  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  < 
lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  .  A  copy  of  the  offering  statement  is  available,  upon  rcqucsl,  iiom 
Cristo  Ranches.  NYA88  1 78 
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The  more  things  change . . ." 
70  years  ago  in  Forbes 

I  From  the  issue  of  Oct.  14,  1922) 
•'I  refuse  to  become  scared  over  the 
loud  prophecies  of  another  'general 
w  ar'  in  Europe,  with  Russia  and  the 
i  Lirks  overrunning  everything  and  ev- 
cnbody.  I  refuse  to  become  scared 
over  dire  predictions  of  wild  'second- 
ir\'  inflation.'  ...  I  refuse  to  become 
-.cared  over  what  the  November  elec- 
tions may  reveal.  ...  I  reflise  to  be- 
come scared  over  the  position  of  ei- 
cher  the  stock  market  or  the  bond 
market  now  or  in  the  near  future.  In 
short,  I  regard  present  conditions  and 
the  general  outlook  as  being  reason- 
ably satisfactory." 

-B.C.  Forbes 


A 1922  ad  for  GMC  trucks  shows  the  kind 
of  America  the  auto  aimed  to  change. 


"The  retail  cost  of  food  to  the  aver- 
age family  in  the  U.S.  decreased  2%  in 
the  month  ended  Aug.  15,  according 
to  the  Department  of  Labor,  based  on 
reports  from  51  cities.  That  the  con- 
sumer, purchasing  his  spring  cloth- 
ing, will  pay  a  substantial  increase  due 
to  the  new  tariff  is  the  consensus  of 
opinions  of  New  York  retailers.  Next 
spring  will  see  the  consumer  paying 
from  $4  to  $5  more  for  his  suit.  ..." 

60  years  ago 

(From  THE  ISSUE  OF  Oct.  15, 1932) 
"Worldwide  \tfade  is  essential  to 
worldwide  prosperity.  Nation  after 
nation  in  recent  years  has  gone  to 
unparalleled  lengths  to  restrict  inter- 
national commerce.  America  was  an 
early  sinner.  Her  lawmakers  failed  to 
grasp  that  when  she  became  a  great 
creditor  nation  it  was  necessary  to 
make  it  possible  for  foreign  debtors  to 
pay.  The  Smoot-Hawley  tariff  raised 
ro  unprecedented  heights  our  already 
tiigh  tariff  walls.  That  aroused  the 
world  to  retaliate  [against]  American 
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New  York's  Port  Authority  built  this 
huge  manufacturing  building  to  spur 
the  use  of  its  Hudson  River  crossings. 


goods.  Whereas  our  total  foreign 
trade  in  1920  was  over  $13.5  billion, 
the  total  for  1931  was  only  slighdy  in 
excess  of  $4.5  billion." 

"When  General  Motors  put  Buick, 
Oldsmobile  and  Pontiac  under  one 
central  sales  control,  and  when  Stude- 
baker  acquired  White  Motors,  the 
motivating  idea  was  to  widen  and 
strengthen  dealers'  opportunities. 
Except  in  the  case  of  the  most  popular 
low-priced  cars,  which  yield  many 
dealers  a  lucrative  business  in  parts 
and  repairs,  it  hasn't  been  easy  for 
ordinary  handlers  of  one  higher- 
priced  car  in  most  communities  to 
make  money." 

50  years  ago 

(From  THE  ISSUE  OF  Oct.  15, 1942) 
"Several  high-ups,  including  gov- 
ernmental officials  and  military  men, 
have  been  declaiming:  'We  are  losing 
the  war.'  One  of  the  first  things  Presi- 
dent Roosevelt  did,  on  returning 
from  his  shrouded-in-secrecy  (pre- 
election) trip,  was  to  reprimand  these 
crepe -hanging  alarmists.  .  .  .  We  are 
not  losing  the  war.  Hider  knows  we 
aren't.  His  latest  oratorical  outburst 
reveals  that:  He  now  talks  about  pull- 
ing in  his  wings.  ..." 

"A  sizable  number  of  small  colleges 
and  substantial  parts  of  large  universi- 
ties will  be  converted  to  war  training 
centers  in  the  midst  of  the  school  year. 
This  phase  of  the  war  program  will  be 
linked  to  the  18-19  draft:  Colleges 
that  thereby  lose  many  of  their  stu- 
dents in  many  instances  will  get  as 
many  back  for  education  in  military 
specialties." 


25  years  ago 

(From  THE  ISSUE  OF  Oct.  15,  1967) 
"Not  only  the  highways  but  subur 
ban  front  lawns  are  feeling  the  effects 
of  greater  horsepower,  reports  the 
consulting  firm  of  Arthur  D.  Little, 
Inc.  Lawn  mower  engines  have 
moved  from  2  or  2V2  horsepower  to  3 
or  3y2  and  higher.  Moreover,  sales  of 
riding  mowers  have  more  than  dou- 
bled in  the  last  five  years,  to  over 
500,000  units  a  year." 

"Sun  Oil  Co.'s  85-year-old  Chair- 
man J.  Howard  Pew  has  an  almost 
puritanical  philosophy  about  his  busi- 
ness. He  expressed  it  once  more  when 
Sun  opened  its  $235  million  Athabas- 
ca tar  sands  project  last  month.  'Un- 
less projects  of  this  kind  were 
undertaken,'  Pew  told  Canadian  busi- 
nessmen as  he  had  told  his  stockhold- 
ers in  1964,  'our  organization  would 
become  soft  and  basically  useless.' 
Pew,  in  short,  believes  in  taking  risks 
because  they  are  good  for  Sun's  cor- 
porate soul." 

10  years  ago 

(From  THE  ISSUE  OF  Oct.  11, 1982) 


Founder  John  Crean  does  a  kitchen  demo 
in  a  Fleetwood  motor  home. 


"With  gas  prices  and  '"nterest  rates 
both  headed  south.  Wall  Street  is  high 
on  Fleetwood  Enterprises,  Inc.,  now 
the  nation's  largest  maker  of  recre- 
ational vehicles  (rvs)  and  manufac- 
tured housing.  .  .  .  The  last  time 
[Fleetwood  prospered]  was  fisca' 
1979,  when  sales  surged  to  a  re^ 
$800  million.  The  next  year  th^ 
41%  .  .  .  socked  by  rising  g^ 
prices  and  high  interest  rates./ 
that,  there  was  the  boom  of  1) 
bust  of  the  1973  oil  embargy 
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If  I  owned  any  of  these 
Hot  New  Issues  that  have 
doubled,  tripled,  quin- 
tupled or  umptupled  within 
days  and  in  some  cases 
hours  after  they  were 
issued,  I  most  certainly 
would  £irab  my  fabulous 
windfall,  thank  my  lucky 
stars  and  invest  the  money. 
It's  utter  nonsense  to 
think  any  newly  issued  stock 
is  really  worth  two,  ten 
or  20  times  the  [ojferin^] 
price. . . .  A  mana£iement  so 
stupid  as  to  sell  shares 
[cheap],  and  an  underwrit- 
er so  obtuse  as  not  to  discern 
the  real  value,  together 
would  provide  reason 
enough  for  a  sensible  man  to 
get  rid  of  his  shares. 


-Malcolm  Forbes 


A  Text ... 

Woe  unto  you  also,  ye 
lawyers!  for  ye  lade 
men  with  burdens  grievous 
to  be  borne,  and  ye 
yourselves  touch  not 
the  burdens  with  one 
of  your  fingers. 
-Luke  11:46 


Sent  in  by  Scott  W.  Anderson 
Jr.,  Newport  Beach,  Calif. 
What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is  pre- 
sented to  senders  of  texts  used. 


Architect:  One  who  drafts 
a  plan  of  your  house,  and 
plans  a  draft  of  your  money. 
-Ambrose  Bierce 

Architecture  is  the  alphabet 
of  giants;  it  is  the  largest 
set  of  symbols  ever  made  to 
meet  the  eyes  of  men.  A  tower 
stands  up  like  a  sort  of 
simplifed  stature,  of  much 
more  than  heroic  size. 
-G.K.  Chesterton 

We  shape  our  buildings; 
thereafter  they  shape  us. 

-Winston  Churchill 

The  ancient  Romans  built 
their  greatest  masterpieces 
of  architecture,  their 
amphitheaters,  for  wild 
beasts  to  fight  in. 
-Voltaire 

No  architecture  is  so  haughty 
IS  that  which  is  simple. 

£j|TOHN  RUSKIN 

Obti. 
Oppc^ 
lease  I 
Cristo  ^ 


Always  design  a  thing  by 
considering  it  in  its 
next  larger  context — 
a  chair  in  a  room,  a  room 
in  a  house,  a  house  in  an 
environment,  an  environment 
in  a  city  plan. 
-Eliel  Saarinen 

The  worst  of  a  modern  styUsh 
mansion  is  that  it  has  no 
place  for  ghosts. 
-Oliver  Wendell  Holmes  Sr. 

A  chair  is  a  very  difficult 
object.  A  skyscraper  is 
almost  easier.  That  is  why 
Chippendale  is  famous. 
-Mies  Van  De  Rohe 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


I  call  architecture  "petrified 
music."  Really  there  is  some- 
thing in  this:  The  tone  of  mind 
produced  by  architecture 
approaches  the  effect  of  music. 
-Goethe 

If  cities  were  built  by 
the  sound  of  music,  then 
some  edifices  would 
appear  to  be  constructed  by 
grave,  solemn  tones,  others 
by  light,  fantastic  airs. 
-Nathaniel  Hawthorne 

Small  rooms  or  dwellings 
discipline  the  mind; 
large  ones  weaken  it. 
-Leonardo  da  Vinci 

The  surroundings  householders 
crave  are  glorified 
autobiographies  ghost-written 
by  willing  architects  and 
interior  designers  who,  hke 
their  clients,  want  to 
show  off". 
-T.H.  Robsjohn-Gibbings 

Our  houses  are  such  unwieldy 
property  that  we  are  often 
imprisoned  rather  than 
housed  by  them. 
-Henry  David  Thoreau 

Of  all  the  forms  of  visible 
otherworldliness,  the  Gothic 
is  at  once  the  most  logical 
and  the  most  beautiftil.  It 
reaches  up  magnificently — 
and  a  good  half  of  it  is 
palpably  worthless. 
-H.L.  Mencken 

In  architecture  the  pride  of  man, 
his  triumph  over  gravitation, 
his  will  to  power,  assume 
visible  form.  Architecture 
is  a  sort  of  oratory  of 
power  by  means  of  form. 
-Nietzsche 

Architecture  is  inhabited 
sculpture. 
-Constantin  Brancusi 
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Joan  Irvine  Smith  —  smart  about  art 
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Introduction  90 

The  economy  continues  to  penalize 
rich  people  who  take  wrong  turns  in 
business,  and  reward  those  who  make 
the  right  decisions.  Are  the  rich  get- 
ting richer?  One  sincerely  hopes  so. 
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Mr.  Gates  And  Mr.  Allen 

Build  Their  Dream  Houses  40 

By  Julie  Pitta 

Two  young  bachelors — multibillion- 
aires  both— are  building  their  dream 
compounds  on  Seatde's  Lake  Wash- 
ington. But  they're  doing  so  in  very 
different  ways. 


"Once  You're  Hungry, 

You're  Different"  44 

By  Claire  Poole 

What  does  great  wealth  in  America 
look  like?  Meet  a  poorly  educated, 
once  broke,  former  truck  driver 
named  Johnnie  Bryan  Hunt. 

Numbers  Game  48 

By  John  Steele  Gordon 

According  to  the  New  York  Times, 
wealth  in  America  has  been  concen- 
trating in  fewer  hands  almost  without 
interruption  since  the  1770s.  Ah,  if 
only  good  numbers  for  such  compari- 
sons actually  existed. 

Humble  Pie  58 

By  William  P.  Barrett 

The  descendants  of  the  five  Houston 
oilmen  who  formed  the  legendary 
Humble  Oil  &  Refining  Co.  provide 
some  insights  into  what  happens  to 
the  children  and  grandchildren  of  ex- 
tremely wealthy  people. 


Building  the 
42,000-square- 
foot  Bill  Gates 
estate  in  Seattle: 
The  main  house 
will  be  built  into  a 
steep  hillside, 
camouflaged  with 
wood,  glass  and 
rock  and  hidden  be- 
hind trees.  An  un- 
derground cavern 
will  house  a  20- 
car  garage. 
■1^  40 


"I  began  making  the  geometric  designs 
that  my  82-yearold  mother  used  when 
she  made  leggings  for  my  children." 
^■■1  68 

Creative  Philanthropy  64 

By  John  H.  Taylor 

Most  people  think  charity  means  writ- 
ing a  check.  Portland  businessman 
and  philanthropist  Robert  Pamplin 
Jr.  argues  that  successfijl  business 
people  have  more  to  bring  to  the  table 
than  simply  money. 

The  Hope  Of  Lame  Deer  68 

By  Phyllis  Berman 

Cheyano  Designs  produces  $5,000 
blazers  and  other  apparel  items  for 
wealthy  people  and  provides  badly 
needed  jobs  for  the  Northern  Chey- 
enne Indians.  But  the  company  needs 
an  angel. 

What's  Ross  Really  Worth?  72 

By  Randall  Lane 

When  it  comes  to  Ross  Perot's  net 
worth,  are  the  media  and  Perot's  peo- 
ple stretching  things  a  little? 

Dom  At  A  Discount  74 

By  Nina  Munk 

Do  the  rich  always  get  richer?  To 
judge  from  the  smell  of  defiation  lin- 
gering over  the  prices  of  luxury 
goods,  a  lot  of  people  who  were  rich 
are  getting  poorer. 
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Nerds,  not. 
Wealtliy  software 
entrepreneurs 
marry,  divorce, 
play  tennis,  col- 
lect art — and  are 
passionate 
about  business. 
272 


Why  The  1980s 
Were  Not  The  1920s 

By  Lawrence  B.  Lindsey 

If  you  believe  what  you  read  in  news- 
papers and  see  on  TV,  the  1980s  were 
years  of  greed  and  vulgar  ostentation 
for  wealthy  Americans  who  grew  rich- 
er during  the  decade  while  everyone 
else  rode  a  treadmill.  A  Fed  governor 
looks  at  the  numbers. 

Are  today's  Four  Hun- 
dred pikers?  Today  John 
D.  Rockefeller  would 
be  worth  $10.4 
billion. 
Maybe. 
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"Laguna  Rocks,  Low  Tide"  by  Guy  Rose 
(1867-1925),  a  California  impressionist 
getting  a  very  high  profile. 
^^^  280 
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,  Fortunes  Built 
From  Nothing  272 

By  Kathleen  K,  Wiegner 

What  does  it  take  to  become  a  soft- 
ware tycoon?  A  lot  less  than  you 
might  think. 


Collectors: 

California  Impressionists 

By  Christie  Brown 

Joan  Irvine  Smith  believes  that  Cali- 
fornia impressionist  paintings  are  un- 
derrated by  scholars  and  undervalued 
in  the  art  market — and  she's  in  a 
position  to  do  something  about  it. 
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"It's  Not  My  Favorite  Topic' 

By  Julie  Pitta 

What  do  older  members  of  The 
Forbes  Four  Hundred  plan  to  do  with 
the  companies  that  have  made  them 
wealthy?  A  few  of  them  (reluctandy) 
address  the  question. 
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the  rarest  quality  of  all:  Quality  that  endures. 


Every  Hartmann  business  case  is  distin- 
guished by  quality  credentials,  f 
Such  as  meticulous  handcrafts-  u 
manship.  Choice  belting  leather.         f 


And  fine  attention  to  detail.  Over  time 
"  your  Hartmann  will  develop  a 
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A  NEW  LE\^L  OF  PERFECTION  IN 
SWISS  WATCHMAKING. 


Concord,  Concord  logo.  Concord  Mariner  are  registered  trademarks. 


INTRODUCING  THE 
CONCORD  MARINER  500  WATCH. 


The  meticulously 
ground  and  diamond 
polished  sapphire 
crystal  is  completely 
curved  to  follow  the 
cont'bur  of  the  bezel. 

The  polished  Roman 
numerals,  hand-set 
with  minute  pins,  are 
curved  to  follow  the 
distinctly  curved  bezel 
and  sapphire  crystal. 

The  hand-polished 

and  carved  18  karat — __^ 

^^^ 

The  hand-polished 
carved  stainless 

gold  bezel  is  distinctly 
curved  to  follow  the 

tl 

1                t 

1 

'  steel  case  is  uniquely 
curved  to  follow  the 

wrist's  contour. 

_n-'*n5_j*' 

wrist's  contour. 

^ 

The  setting  crown 
screws  down  to 
assure  water-resistanc 
to  330  feet. 

:e 

Each  link  is  — '^''^^^'^I^^^^^n 
individually  curved,    ^^l^^^S£fe 
tapered  and  graduated          ^^^^^^ 
to  lie  perfectly  on  the 
wrist's  contour,  with  a 
unique  curved  spring- 
latched  clasp. 

No  other  watch  in  the  world  is  constructed  with  such  precise 

attention  to  detail  and  designed  with  such  consideration  of  perfect  fit. 

The  Concord  Mariner  500  Watch  in  18  karat  gold  or  18  karat  gold  and  stainless  steel 

is  truly  the  fine  line  between  sculpture  and  engineering. 

CONCORD  (J)  MARINER 
500 

SWISS 
SINCE  1906 

NEIMAN  MARCUS 
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SIMPLE  HOLIDAY  SENTIMENT  THAT  SPEAKS 
VOLUMES  ABOUT  YOUR  COMPAN^/. 


There's  no  better  way  to  convey 
your  best  wishes  than  a  Crane  card. 

Its  vivid  color,  bold  relief  and 
rich  texture  make  it  a  Christmas 
message  that  complements  your 
business  image. 

For  each  of  our  lovely  seasonal 
vignettes  is  copperplate  engraved 


on  our  very  finest  heavyweight 
100%  cotton-fiber  papers. 

And  now,  for  your  most 
important  business  associates,  we 
offer  the  new  Crane  pen. 
.    It's  hand-crafted  and  finished 
with  seven  coats  of  lacquer,  then 

CRANE 


tipped  by  an  18-kt.  gold  point. 

Available  in  claret,  cobalt 
and  green. 

For  information  regarding 
Crane  Christmas  greetings  for 
corporate  use.  please  write  to 
Mr.  John  Hansen,  Crane  &  Co., 
30  South  St..  Dalton.  Mass.  01226. 
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GOIQ 

IN  ITS  MOST 

USEFUL  FORM 


The  beauty  of  this  gold  isnt  in  how  it  looks,  hut  in  how  it  works. No  card  is  more  accepted. 
It  gives  you  purchase  protection  to  safeguard  the  things  you  buy.  A  travel  assist  package*  to 
make  your  road  smoother.  And  the  higher  credit  youve  earned.  All  of  which  make 
this  the  most  useful  form  of  gold  you  can  carry.  MASTER  THE  MOMENT.® 


Maste 


'  All  services  provided  by  Access  America,  Inc.  Certain  restrictions  and  limitations  apply.  Minimum  Gold  MasterCard*  credit  line  Is  $5000.  ©  1992  MasterCard  International  Incorporated. 
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Lawrence  B.  Lindsey 


Why  Jay  Gatsby  wouldn't  recognize  the  1980s 

Newspapers  this  year  have  been  full  of  stories  asserting  that  the 
1980s  were  like  the  1920s — a  time  when  a  handful  of  Jay  Gatsbys 
got  rich  at  the  expense  of  everyone  else.  The  policy  message:  Rich 
people  now  deserve  to  be  hit  with  lots  of  new  taxes. 

In  an  article  on  page  78,  Federal  Reserve  Board  Governor 
Lawrence  Lindsey  concludes  that  comparing  wealth  distribution  in 
the  1980s  with  the  1920s  is 
like  standing  a  Ford  Taurus 
against  a  Model  T.  Do  that, 
and  you  ignore  all  the  im- 
provements that  are  now 
standard  equipment  on  the 
economy — like  pensions 
and  Social  Security,  which 
hardly  existed  60  years  ago. 
This  wealth  is  worth  $10 
trillion  and  is  owned  over- 
whelmingly not  by  rich 
people  but  by  the  great  Hi^H 
American  middle  class. 

1  asked  Larry  Lindsey  what  prompted  him  to  write  the  article.  "I 
saw  all  these  newspaper  stories  saying  the  economy  in  the  1980s  was 
like  the  1920s,  and  citing  a  Federal  Reserve  survey  to  support  the 
thesis,"  Lindsey  replied.  "I  thought  that  was  ridiculous.  Anyone 
with  a  sense  of  history  knows  we  live  in  a  very  different  society  than  in 
1929.  So  1  looked  at  the  numbers  in  detail,  and  in  the  process  found 
out  quite  a  bit  about  our  survey — for  example,  that  it  was  never 
meant  to  measure  the  distribution  of  wealth." 


^^Isn't  there  some  other  way  we  can 
deal  with  thisr' 

THAT'S  A  QUESTION  Jody  Brennan,  Randall  Lane  and  Willy  Stern 
were  asked  repeatedly  as  they  evaluated  candidates  for  this  year's 
Forbes  Four  Hundred.  Some  wanted  to  get  on  the  list,  some  wanted 
to  be  moved  higher  up,  others  wanted  to  get  off  entirely.  Among  the 
blandishments  offered:  six-figure  book  deals,  cushy  media  jobs  and 
lots  of  free  travel  on  private  jets.  One  rich-lister  from  Texas  offered  an 
easy  PR  job  with  lots  of  golf  We'll  spare  these  recalcitrants  the 
embarrassment  of  mentioning  their  names,  but  when  they  read  this 
issue  they'll  know  they  were  wasting  their  breath.  The  biographies  of 
the  Four  Hundred,  painstakingly  compiled  by  Brennan,  Stern  and 
Lane  under  the  able  supervision  of  Harry  Seneker  and  Dolores 
Lataniotis,  start  on  page  90. 


Impossible  job,  nicely  done 

Count  up  all  the  photographs,  drawings,  stories,  headlines,  photo 
captions  and  other  ingredients  that  make  up  a  magazine,  and  you 
begin  to  get  some  idea  of  the  task  confronting  the  art  director  who 
has  to  make  this  issue  a  pleasure  to  look  at  as  well  as  to  read.  This  year 
the  job  fell  to  Ronda  Kass,  who  has  designed  the  best- looking  (in  my 
opinion)  edition  of  The  Forbes  Four  Hundred  yet.  Thanks,  Ronda. 


/^^ItlA-t^VCC     /U/^^-^^A^ 


Managing  Editor 
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Without  Black,  it  would  all  be  flat. 


.^»^^^' 


3^^^'\    K^"^^ 


Ultimately  there's  Black: 


^  1991  SCHIEFFELIN  &  SOMERSET  CO.  NY  NY  lOHNNIE  WALKER  "'  BLACK  LABEL"  BLENDED  SCOTCH  WHISKY  40%  Alc/Vol  (80°) 
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Perelman  moves  up 

Nearly  two  years  ago  Forbes  con- 
cluded that  Ronald  Owen  Perel- 
man— owner  of  the  Revlon  cosmetics 
company  and  much  else — was  worth 
around  $1.3  billion,  net  of  debt  (Dec. 
10,  1990).  This  year  we  estimate  he's 
worth  $2.9  billion,  making  him  the 
12th  richest  American.  , 

Has  Perelman  been  on  a  roll?  Yes 
and  no.  On  the  yes  side,  Perelman 
took  advantage  of  the  hot  new  issues 
market  last  year  and  early  this  year  to 
sell  minority  stakes  in  two  of  his 
companies — Marvel  Entertainment 
Group  and  Coleman  Co. — to  the 
public. 

The  market  recentlv  valued  $115 
million  (1991  sales)  Mar\'el  at  $800 
million,  and  $353  million  (sales) 
Coleman  at  $625  million.  Perelman's 
own  holdings  of  Mar\'el  (60%)  and  of 


Ron  Perelman 
A  hot  new  issues 
market  helped 
boost  his 
net  worth  by 
over  $1.5  billion 
from  two  years 
ago. 


Coleman  (84%)  are  together  worth 
over  $1  billion — though  whether  he 
could  actually  sell  the  big  stakes  for 
that  much  is  another  question.  In 
1990  FoRBHS  figured  that  Marvel  and 
Coleman  were  together  worth  less 
than  $500  million. 

Perelman's  timing  wasn't  as  good 
with  Revlon,  however.  He  initially 
planned  to  sell  10%  of  the  big  cosmet- 
ics company  to  the  public  last  sum- 
mer. But  by  then  the  new  issues  mar- 
ket was  cold;  in  July  Perelman  post- 
poned the  offering. 

A  spokesman  insists  Perelman  has 
plent}'  of  breathing  room,  thanks  to 
having  sold  off  more  than  $2  billion  of 
assets  in  the  last  18  months  to  pay 
down  debt.  And  he  still  has  21%  of 
clinical  tester  National  Health  Lab- 
oratories, a  stake'  recently  worth 
around  $420  million. 

Still,  Perelman's  holding  compa- 
nies owe  around  $800  million.  To 
reduce  that  burden,  it's  a  good  bet 
Perelman  will  be  back  with  another 
Revlon  offering  when  the  new  issues 
market  shows  some  signs  of  life. 


New  Jersey  waterfront  oevelopment 
Gold  Coast  to  gold  bust. 

New  Jersey's  Lead  Coast 

Four  years  ago  Forbes  called  it 
"New  Jersey's  Gold  Coast"— 18 
miles  of  mosdy  undeveloped  water- 
front property  direcdy  across  the 
Hudson  River  from  Manhattan  (Oct. 
24,  1988).  Betting  that  New  Jersey's 
ample  space  and  lower  rents  would 
lure  residents  and  businesses  from 
Manhattan,  Forbes  Four  Hundred 
members  like  Leonard  Stern,  Sam 
LeFrak,  Melvin  Simon  and  the  late 
Daniel  Ludwig  were  investing  big 
money  in  what  was  once  a  wasteland 
where  wild  dogs  roamed. 

But  with  real  estate  in  the  dumps 
and  the  New  York  area  economy  de- 
pressed, the  developments  are  faring 
badly.  Consider  the  fate  of  Newport 
Office  Tower,  an  865,000-square- 
foot  high-rise  that's  part  of  the  mas- 
sive 600-acre  "City  of  the  Future" 
being  developed  in  Newport,  N.J.  by 
Sam  LeFrak,  Melvin  Simon  &  Asso- 
ciates and  Ohio's  Herbert  Glimcher. 
In  July  Simon  sold  the  vacant  build- 
ing to  a  joint  venture  group  headed  by 
the  Limited,  the  retailer  controlled  by 
billionaire  Leslie  Wexner,  after  Simon 
nearly  defaulted  on  his  obligations. 
The  building  is  still  only  30%  leased. 

Just  south  of  Newport,  construc- 
tion on  shipping  tycoon  Ludwig's  52- 
acre  Hudson  Exchange,  originally 
slated  as  a  luxury  residential  project, 
was  halted  because  of  a  Conrail  ease- 
ment that  runs  through  the  property. 
Ludwig  died  last  September;  his  Na- 
tional Bulk  Carriers  is  now  trying  to 
sell  off  pieces  of  the  parcel. 

Of  all  the  waterfront  develop- 
ments, Leonard  Stern's  Lincoln  Har- 
bor project  is  off  to  the  best  start. 
PaineWebber  has  taken  900,000 
square  feet,  and  Stern's  office  space  is 
88%  fiiU.  He  opened  a  Ramada  Suite 
Hotel  last  year  and  runs  a  popular 
ferry  service  with  New  Jersey  trucking 
magnate  Arthur  Imperatore.  Having 
resolved  a  dispute  over  developing 
Imperatore's  adjoining  property, 
Stern  and  Imperatore  are  jointly  do- 
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They  speed  weekends  on  the  road  tackling  tough  competition 
from  Richmond,  North  Carolina,  and  The  Citadel.  Back  home, 
they  travel  the  well-worn  path  between  office,  locker  room,  and 
practice  field  to  prepare  his  players  for  next  week's  battle.  And 
when  coaching  his  team  to  victory  with  his  wife  and  son  looking 
on,  they  feel  like  they  never  touch  the  ground. 

The  Morgan  from  Bostonian.  As  worn  by  Jimmye  Laycock, 
sportsman,  family  man,  and  Head  Football  Coach  at  the  College 
of  William  and  Mary,  Williamsburg,  Virginia. 


-iv^-w- 


BOSTONIAN 

They'll  take  you  as  far  as  you  want  to  go. 


Fof  the  retailer  nearest  you  and  a  free 
color  brochure,  call  1-800-999-6780. 


*  *  *  CHICAGO  *  *  * 


MAN  ATTENDS  BOARD  MEETING  IN  DOCKERS: 

CHAIRMAN  CLAIMS  NOTHING  SEEMED 

''OUT  OF  THE  ORDINARY" 


He  was  wrong. 

The  man  was  wearing  our  new  Dockers 
Dress  Slacks. 

All  the  fit  and  comfort  you  expect  from 
regular  Dockers,  but  with  full  dress  slack  con- 
struction. Tailored  in  dressier  fabrics  (gabar- 
dines, twills,  tweeds,  and  textured  blends) 
that  have  been  chosen  for  their  luxurious 
drape  and  hand. 


Dockers  Dress  Slacks  are  available  only 
through  selected  department  stores,  and  can 
be  found  in  their  men's  dress  slacks  depart- 
ments. Or  you  can  call  1-800-DOCKERS  for 
the  store  nearest  you. 

Incidentally— there  is  no  external  Dockers 
identification,  so  you  will  have  to  look  for 
the  label. 

It  is  well  worth  the  effort. 


■''>.     .^^s^ 


'Xanier's  distal  dictation  system 

could  save  you  over  $15,000  a  year. 

That's  a  lot  of  golf  balls." 


People  can  dictate  six  times  as  fast 
as  they  can  write. 

Which  means  a  $35,000  a  year 
executive  who  dictates  three  letters  a 
day  plus  a  couple  of  memos  and  a 
report  a  week  will  save  $3,700  in  time. 
B^^       Since  the  Lanier  VoiceWriter 
^^M  Our  commitment  800 "  enables  many 

ESi:^H  to  your  complete  ,     .       i  ■    .    . 

MSm  satisfaction         people  to  dictate, 


your  company  could  easily  save  over 
$15,000  a  year 

Call  1-800-64-VOlCE.  Or  send  us 
this  ad  with  your  business  card  for 
more  information  on: 
D  Dictation   D  Facsimile 
D  Imaging  Systems  (Copiers) 

1-800-648-6423  FAX  (513)  252-9703 
Voice  Products  Division 


^  HARRIS 

FB 10/92 


LANIER  RESPONDS 


Lanier  Worldwide,  Inc. 
1700  Chantilly  Drive,  N.E. 
Atlanta,  GA  30324 


"If  you  re  so  smart,  why  iiren  7  you  dollar  cost  averagin}* 
in  the  Berf>er  100  Fund  and  the  Berf>er  101  Fund?" 

You  don't  need  to  understand  the  theory  of  relativity  to  be  impressed 
by  the  performance  of  the  no-load  Berger  Funds.  We're  proud  of  our 
record,  but  more  important  is  the  investment  philosophy  behind  those 
numbers  and  we  would  like  to  tell  you  about  it.  Call  (800)  333-1001 
for  a  prospectus  and  study  it  carefully  before  investing.  With  as  little 
as  $250  you  can  start  investing  for  your  future. 

BERGER  ASSOCIATES,  INC. 
(303)  329-0200  /  (800)  333-1001 


nating  ten  acres  to  New  York  Univer- 
sity for  playing  fields.  Says  Imperatore 
of  the  Gold  Coast:  "It's  turned  to 
lead."  -Manjeet  Kripalani 


Garbage  accounting 

This  time  last  year  63 -year-old  John 
Rangos  had  built  one  heck  of  a  com- 
pany. Or  so  it  seemed.  His  Pitts- 
burgh-based Chambers  Develop- 
ment owned  and  operated  14  landfills 
and  had  a  market  value  of  $1.7  bil- 
lion— over  six  times  sales.  Rangos' 
share:  $545  million,  putting  him 
among  The  Forbes  Four  Hundred  for 
the  third  time  (Oct.  21,  1991). 
Then    came    the    bombshell.    In 


'I  John  Rangos 

I   of  Chambers 
Development 
Down  over  $400 
million  this  year. 


March  Chambers  announced  it  was 
changing  how  it  accounted  for  indi- 
rect costs — expenses  for  things  like 
lawyers  and  public  relations  experts — 
incurred  in  developing  landfills. 
Chambers  had  capitalized  these  ex- 
penses. Now  it  expenses  them.  That 
slashed  previously  reported  1991 
earnings  per  share  from  83  cents  to  48 
cents.  The  stock  collapsed  from  $31 
to  $9.  Recent  price:  7¥8,  valuing  the 
company  at  $496  million  and  Ran- 
gos' share  at  $139  million.  Burned 
Chambers  shareholders,  who  have  pa- 
per losses  of  over  $800  million,  have 
filed  over  20  class  action  lawsuits 
against  the  company. 

But  (chambers'  customers  say  busi- 
ness is  proceeding  as  usual.  The  chief 
of  public  works  for  Charles  Cit>' 
County,  Va.,  where  Chambers  oper- 
ates a  large  landfill,  says  the  company 
is  making  its  municipal  payments  and 
funding  landfill  closure  costs  on 
schedule.  In  Anson  (>ounty,  N.C.  the 
company  is  moving  ahead  with  test 
ing  and  sur\'eys  on  a  new  landfill. 
C^hambcrs  even  won  new  business  last 
month  in  Kings  County,  Calif.,  a  20- 
year  contract  to  operate  a  material 
recovery  facility,  and  will  probably 
run  the  municipalit)''s  landfill. 

One  of  these  years,  John  Rangos 
may  even  rejoin  The  Forbes  Four 
Hundred.  -Marcia  Beilss  ^ 
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An  insurance  policy  should  always  reflect 
'       the  full  value  of  what^s  insured. 


j  Whether  it's  a  gift  destined  to  be  an  heirloom  or  Grandmother's  bracelet,  insuring  fine  jewelry 

with  Chubb  is  flawlessly  simple.  A  Valuable  Articles  policy  from  Chubb  insures  each  piece  for  its  full 
agreed  value,  virtually  settling  a  claim  before  there's  a  loss.  With  recognized  financial  strength  and  over 
100  years  of  experience  insuring  precious  possessions,  it's  clear  why  Chubb  is  the  leading  insurer  of  fine 
jewelry.  For  information,  call  your  agent  or  broker,  or  1-800-36  CHUBB.  i 


Insure  your  world  with  Chubb 

For  promotional  purposes,  Chubb  refers  to  member  insurers  of  the  Chubb  Group  ot  Insurance  Companies  who  issue  coverage. 
Chubb  is  proud  to  participate  in  "American  Playhouse."  Watch  for  it  on  PBS.  Mtxlel's  jewclrv  courtesy  oi  Bulgari. 


CHUBB 
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Dumb  deal 

Thlluridk,  the  trendy  Colorado  ski 
town,  now  has  an  $80  million  luxury 
development  called  the  Doral  Tellu- 
ride  Resort  and  Spa.  It  has  197  units, 
including  hotel  rooms,  condos  and 
time-shares.  It's  part  of  the  Doral 
chain  owned  by  the  Kaskel  family. 


Doral  Telluride  Resort  and  Spa 

No  wonder  time-shares  are  lagging. 


former  members  of  The  Forbes  Four 
Hundred. 

According  to  the  spa's  manage- 
ment, revenues  have  been  running 
15%  above  projections  since  the  hotel 
opened  on  Memorial  Day.  Three  of 
its  20  penthouse  condos  have  been 
sold  and  another  9  are  under  contract. 
Average  cost:  $1.2  million. 

But  sales  of  the  Doral's  time-share 
units  are  lagging  badly.  For  $43,000 
to  $100,000  (plus  a  $l,500-a-year 
maintenance  fee),  the  buyer  gets  the 
right  to  spend  five  nonconsecutive 
weeks  in  one  of  the  spa's  one-bed- 
room units. 

Why  aren't  the  time-shares  selling.!* 
Simple.  To  make  some  extra  money, 
the  Doral  kept  the  right  to  rent  out 
the  units  whenever  the  owners 
weren't  in  residence — but  without 
giving  the  owners  any  of  the  rental 
proceeds.  Bad  deal  for  the  owners? 
You  bet,  which  is  why  there  are  so  few 
time-share  owners.  -Toddi  Gutner 

Puttm'ontheRitz 

Speaking  of  Colorado,  on  Dec.  12, 
the  257-room  Ritz  Carlton  in  Aspen 
will  finally  open  its  doors  and  supplant 
the  94 -room  Hotel  Jerome  as  the  ski 
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town's  largest  luxury  hotel.  Over  the 
past  ten  years  there  have  been  two 
local  referendums  to  block  the  Ritz's 
construction  or  change  its  design. 
During  the  maneuvering,  two  owners 
of  the  land  at  the  base  of  Ajax  Moun- 
tain on  which  the  Ritz  stands  went 
bankrupt.  The  project  also  gave  rise  to 
three  bitter  lawsuits,  including  one^ 
between  Donald  Trump,  who  once 
held  an  option  on  the  land  while  it  was 
in  foreclosure,  and  Savanah  Limited 
Partnership,  the  Saudi  investors  who 
own  the  hotel. 

Even  the  Ritz's  final  price  tag  is  in 
dispute.  A  Savanah  spokesman  says 
$80  million;  informed  Aspen  sources 
put  it  at  over  $100  million. 

Making  the  property  pay  will  be  a 
challenge.  A  Savanah  official  ac- 
knowledges that  to  break  even,  the 
Ritz  must  average  a  60%  occupancy 
rate,  year-round.  This,  in  a  town 
where  hotels  averaged  only  50%  over 
the  last  12  months.  And  that  was 
before  the  addition  of  all  those  new 
rooms  at  the  Ritz. 

The  Savanah  official  argues  that  the 
Ritz  will  do  better  than  Aspen's  other 
hotels  because  it  includes  a  22,000- 
square-foot  year-round  conference 
center.  But  the  Savanah  partners  will 
probably  have  to  be  prepared  to  lose  a 
lot  of  money  before  they  make  any. 
One  of  Aspen's  prominent  hotel  own- 
ers and  real  estate  developers  tells 
Forbes  that  the  Ritz  has  already  bid 
against  other  local  hotels  for  summer 
conference  business  by  offering  rates 
he  termed  "ridiculously  low."  He 
estimates  that  for  the  next  several 
years,  the  Ritz  could  lose  $3  million  to 
$5  million  a  year,  before  interest 
payments.  -Toddi  Gutner 

Barbarians  at  the  oven 

Chicagoans  brag  about  Chicago- 
style  deep-dish  pizza,  which  was  in- 
vented in  the  city  in  1943  by  Ike 
Sewell.  He  never  got  Forbes  400  rich, 
but  his  two  Pizzeria  Uno  and  Pizzeria 
Due  restaurants  became  Windy  City 
institutions. 

Since  Sewell  died,  in  1990,  his  wid- 
ow, Florence,  89,  has  run  them.  But 
last  month  she  sold  out,  and  the 
town's  pizza  purists  are  worried. 
That's  because  the  buyer  is  $71  mil- 
lion (sales)  Uno  Restaurant  Corp., 
the  national  franchisor  of  Pizzeria 


Uno  since  1979,  when  it  acquired 
from  Sewell  the  rights  to  use  the  name 
outside  lUinois. 

Based  in  West  Roxbury,  Mass., 
Uno  Restaurant  Corp.  is  now  a  106- 
restaurant  national  chain.  Lately  its 
growth  has  slowed;  its  stock,  now  at  7, 
is  near  its  12 -month  low  on  the  Big 
Board.  By  buying  the  rights  to  use  the 
Pizzeria  Uno  name  in  Illinois  from 
Mrs.  Sewell,  the  company  hopes  to 
expand  into  Chicago. 

Uno  Chairman  Aaron  Spencer,  a 
former  Kentucky  Fried  Chicken  fi-an- 
chisee,  promises  he  won't  change  the 
way  pizza  is  made  at  Pizzeria  Uno  in 
Chicago.  But  Pat  Bruno,  the  Chicago 
Sun-Times'  food  critic,  is  skeptical. 
Bruno  tried  the  pie  for  lunch  at  one  of 
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Chicago's  Pizzeria  Uno 
Deep-dish  trouble? 


Spencer's  Pizzeria  Uno  outlets  in 
Boston.  Says  Bruno:  "They  prebaked 
it;  it  was  terrible." 

-Christopher  Palmerj 


Mrs.  Walton's  options 

When  Wal-Mart  Stores  founder  Sam 
Walton  died  in  April,  he  left  his  wife 
Helen,  73,  a  bundle  of  Wal  Mart 
stock  now  worth  $5.1  billion.  How 
much  of  that  might  end  up  in  the 
coffers  of  his  home  state,  Arkansas." 
The  federal  tax  code  allows  assets  to 
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be  passed  to  a  surviving  spouse  free  of 
estate  taxes.  But  when  Helen  Walton 
passes  on,  her  estate  will  have  to  pay 
death  duties  on  whatever  she  leaves 
behind.  A  leading  estate  planning  at- 
torney at  a  prominent  Little  Rock  law 
firm  says  the  Walton  wealth  would 
probably  be  taxed  at  a  combined  fe- 
deral/state rate  of  55% — that's  over 
$2.8  billion  in  estate  taxes  based  on 
the  current  value  of  Wal-Mart  stock. 
Of  that  amount,  just  under  $2.2  bil- 
lion would  go  to  the  U.S.  Treasury 
and  $640  million  would  go  to  Arkan- 
sas (the  state's  inheritance  tax  is 
counted  as  a  credit  against  the  estate's 
federal  bill). 

That  $640  million  would  be  a  huge 
windfall  for  a  small  state  whose  annual 
tax  revenues  have  averaged  $2  billion 
a  year  since  1989.  But  before  Arkan- 
sas Governor  Bill  Clinton  or  his  suc- 
cessors come  up  with  new  ways  to 
spend  the  money,  they  should  re- 
member three  things:  (a)  Mrs.  Wal- 
ton is  in  good  health;  (b)  she  might 
decide  to  leave  her  money  to  charity; 
(c)  she  might  decide  to  leave 
Arkansas.  -Warren  Midgett 

Grounded 

August  Busch  IV,  28,  likes  speed- 
boats. Between  1990  and  1991  the 
heir  to  the  Busch  family  fortune  raced 
in  12  offshore  powerboat  races  for  the 
Bud  Dry  Draft  team.  His  boat,  a 
turbocharged  40-foot  catamaran  ca- 
pable of  doing  ISOmph,  has  finished 
as  high  as  third  place. 

But  the  skipper's  father,  Anheuser- 
Busch  Chairman  August  Busch  111, 
was  afraid  his  son  might  get  injured. 
Rather  than  forbid  him  to  race,  the 
old  man  has  piled  on  lots  of  new 
corporate  duties.  In  early  1990  Au- 
gust rV  was  promoted  to  senior  brand 
manager  for  Bud  Dry  Draft;  in  Sep- 
tember he^  was  named  vice  president 
of  Budweiser  brands,  responsible  for 
advertising  and  marketing  the  entire 
brand  family.  "The  family  doesn't 
want  him  racing,"  confides  a  source 
on  the  powerboat  circuit. 

But  Jeffery  Softer,  who  owns  the 
Budweiser-sponsored  racing  team, 
expects  the.  heir  will  be  back  on  the 
race  circuit  one  of  these  days.  Young 
Busch,  says  Softer,  is  "a  very  good 
driver,  probably  one  of  the  best  out 
there."  -R.  Lee  Sullivan  Hi 
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A  gift  of  JOY  relieves  even  the 
guiitiest  of  consciences. 


The  most  precious  flowers  on  earth 
are  just  a  few  of  the  things  that 
make  JOY  the  costliest 
fragrance  in  the  world. 
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Tollfree   (800|  323  7500 
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Tollfree;  (800)  223  5652 


A  luxury  sedan  so  unique, 
its  capable  of  thought. 


The  Mazda  929 


Now  there's  a  luxury  Drive  up  a  steep  hill,  for  instance,  and  you'll 


sedan  that  thinks  like  a  human.  By  using  the  find  that 4he  929  cruise  control  maintains  a 


same  kind  of  processes  that  let  you 
make  choices  and  solve  puzzles,  the 


Mazda  929  can  anticipate  many  things 


steady  speed  without  annoying  and 


unwanted  shifts— thanks  to  its  advanced 


"fuzzy  logic"  computer,  an  automotive 


you  want  to  do.  And  then  do  them  for  you. 


first.  Turn  on  the  windshield  wipers  when 


Standard  features  include  a  Preferred  Maintenance  Plan,  cover- 
ing all  scheduled  maintenance  for  15  months  or  15,000  miles. 


it  rains,  and  the  climate  control 


knows  to  automatically  turn  on 
just  enough  air  conditioning  to 


dehumidify  the  interior.  Or  park  in 


the  sunlight,  and  an  available  solar-powered 
ventilation  system  knows  to  activate  fans  to 


Air  hags  are  standard  for  both 
driver  and  front  passenger. 
Also  standard  is  a  computer- 
controlled  Anti-lock  Brake 
System  to  help  you  keep  con- 
trol during  hard  hraking  Ami 
that's  a  comforting  thought. 


help  cool  the  c;.    -i.^e^So  while 


you'll  certainly  ap;       iate  the 


929's  V6  power,  its  sculpi  ;'  shape, 
and  luxuries  such  as  the  avoilabl 
leather-trimmed  upholstery,*  what  you  mav 
like  most  is  the  way  this  car  thinks. 


e, 


warranty.  For  details  on  these  plans  see  your  dealer.  For  a  free 
brochure  on  the  929  or  any  new  Mazda,  call  1-800-639-1000. 


'Seats  upholstered  in  leather  except  for  back  side  of  frorxt  seats,  bottom  cushion 
side  panels,  and  other  minor  areas.  ©1992  Mazda  Moior  0/ America.  Inc. 


1965. 
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You  always  come  back  to  the  basics.  \)\^'^^ 


DRINK  RESPONSIBLY.  IT'S  ONE  OF  THE  BASICS.  Jim  Beam*  Kentucky  Straight  Bourbon  Whiskey.  40%  AIc./Vol.  (80  PitDoO.  ©  1992  James  B.  Beam  Distilling  Co..Clermont.  KY. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


GREEN  TRASH 

Junk  BONDS  have  recovered  impressively  since  the  govern- 
ment waged  war  on  them  in  1989  and  1990.  Usually,  this 
kind    of   front-page    publicity 

would  be  a  signal  that  the  rally  is         .y        1     "D         J    )  /^  T>        1 

over.  But  not  this  one,  not  yet.  JUnk  IDOndS   UOlTie  BaCk 

There  is  a  still  healthy  spread       —        —      , 
between    junk    and    Treasury 
bonds.  More  to  the  point,  un- 
less the  Bush  or  (maybe)  Clinton  Administration  attacks 
the  Federal  Reserve,  long-term  interest  rates  are  going 


down.  Thirty-year  Treasurys,  now  yielding  around  7.3%, 
should  fall  to  between  6%  and  6.5%.  Capital  gains  on  junk 

bonds  should  be  even  better. 
Combined  with  superior  inter- 
est rates,  junk's  total  return  will 
be  golden  indeed. 

Stick  to  well-managed  mu- 
tual   hrnds.    Individual    issues 
are  too  treacherous  for  individuals  unless  they  have  the 
time  to  master  those  insidious  indentures. 


-The  Ncu  York  'I'imcs 


HAZARDOUS  TO  OUR  HEALTH 


By  RECOMMENDING  LAST  month  that  the  U.S.  raise  taxes 
to  cut  its  budget  deficit,  the  International  Monetary  Fund 
showed  again  why  it  must  be  radically  altered.  (It  also  said 
we  should  boost  interest  rates.)  -^^ 

This  toxic  tax  advice  would 
snuff  out  an  already  too  weak 
recovery.  Boosting  levies  is 
what  we  did  in  the  fall  of  1990 
with  that  now- notorious  bud- 
get agreement,  which  pro- 
longed the  U.S.  recession, 
pushing  our  budget  deficit  to  record  levels. 

We  all  understand  how  important  the  cost  of  capital  is  in 


IMF  Official  Urges  Toiigh  U.S.  Effort 
To  Reduce  Federal  Budget  Deficit 

Recommendations  Call  for  Ihx  Increases,  Deep  Spending  Cuts 


determining  investment  decisions.  Yet  many  fail  to  under- 
stand that  taxes,  too,  affect  economic  activity.  High  taxes 
discourage  economic  activity  or  drive  it  "off  the  books." 

They  can  bottle  up  capital  in  old 
investments,  depriving  tomor- 
row's businesses  and  technol- 
ogies of  needed  nourishment. 

The  U.S.  is  strong  enough  to 
ignore  the  IMF.  But  we  and 
other  Western  nations  force 
its  poisonous  prescriptions  on 
others,  including,  sadly,  Russia.  This  mistake  will  soon  be 
reaping  grievous  foreign  policy  dividends  for  us. 


■fIVt\\..NlllllHluU    l'< 


THE  ORIGINAL  FOUNDING  FATHER 


In  1892  America  exuberantly  celebrated  the  quadricen- 
tennial  of  Columbus'  "discovery"  of  the  New  World.  The 
500th  anniversary,  by  contrast,  is  passing  with  the  barest 
of  notice.  Controversy  swirls  around  it  as  certain  histori- 
ans, environmentalists  and  "native  activists"  portray  the 
Spanish-financed  Italian's  voyage  as  the  beginning  of  a 
barbarous;  rapacious  assault  on  the  innocent  peoples  and 
ecology  of  North  and  South  America. 

The  criticisms  are  mosdy  nonsense 
but  are  a  sign  of  how  warped  a  view  of 
our  history  many  people  now  have. 

The  Spanish  and  other  Europeans 
did  not  introduce  war  and  inhumanity 
to  the  New. World.  They  were  here  in 
abundance  already.  Most  groups  and 
tribes  had  no  inhibitions  about  attack- 
ing each  other.  Conflicts  were  inces- 
sant.   Prisoners   were   routinely   tor- 
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tured,  killed  and  sometimes  eaten.  Slavery  was  for  the 
lucky  ones.  The  widespread  practice  of  human  sacrifice 
still  makes  chilling  reading  today.  Nor  were  these  societ- 
ies New  England  townlike  democracies.  Many  practiced  a 
totalitarianism  reminiscent  of  Maoist  China.  The  New 
World  was  no  paradise  when  Columbus  set  sail. 

The  Europeans  are  condemned  for  bringing  devastating 
diseases  with  them,  particularly  mea- 
sles and  smallpox.  But  the  phenome- 
non of  travelers  carrying  disease  did 
not  start  with  Columbus.  In  the  14th 
century,  for  example,  traders  return- 
ing from  the  Crimea  introduced  the 
bubonic  plague,  which  in  a  two-year 
period  killed  a  third  of  pAirope's  popu- 
lation and  periodically  ravaged  the 
continent  for  the  next  three  centuries. 
Nor  was  European  migration  to  the 
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New  World  a  new  happening  in  history.  What  makes 
Columbus  and  the  subsequent  "voyages  of  discovery"  of 
unique  historic  importance — and  worthy  of  celebration — 
is  the  civilization  they  spawned  in  North  America,  which 
was  a  vivid  contrast  to  what  arose  in  the  south. 

Immigrants  from  Spain  and  Portugal  who  moved  to 
Latin  America  had  feudalistic  ideas  of  how  society 
should  be  organized.  Individualism  was  given  short 
shrift.  Authority  and  hierarchy  were  all.  This  rigid  tradi- 
tion retarded  economic  and  political  development.  Only 
now  is  this  region  adopting  what  ultimately  arose  to  the 
north — free-market  economics. 

The  major  battle  in  North  America  was  between  Britain 
and  France.  Like  Spain,  the  French  had  a  statist,  bureau- 
cratic approach.  France's  smothering  control  hobbled  the 

TRIBUNE  OF  TAX 

One  U.S.  Senatk  rack  worth  paying  particular  attention 
to  is  in  California.  There,  GOP  candidate  Bruce  Hersch- 
ensohn  is  making  the  flat  tax  his  campaign  centerpiece. 

Herschensohn  is  a  popular  TV/radio  commentator 

who  has  been  advocating  this  radical  simpli-      

fication  of  the  tax  code  for  a  decade.  His 
plan,  put  together  by  two  respected  Stanford 
economists,  is  superior  to  the  version  ineffec- 
tively espoused  by  Jerry  Brown. 

Herschensohn's  flat  income-tax  rate 
would  be  19%,  with  the  first  $16,000  of 
income  for  a  family  of  four  exempt  from  tax. 
Nor  would  there  be  exactions  on  capital 
gains,  dividends  or  interest.  You  could  liter- 
ally fill  out  your  tax  return  on  a  postcard. 

The  corporate  version  would  be  almost  as  simple. 
There  would  be  no  amortization;  all  investment  would 


growth  of  French  settlement  across  the  Adantic.  By 
comparison,  British  policy  was  haphazard,  slipshod,  un- 
even. Sometimes  London  took  a  keen  interest,  often  not. 
By  1750  British  North  America's  population  was  over  1 .5 
million,  as  opposed  to  60,000  French.  Still,  Britain's 
triumph  was  no  sure  thing  until  it  decisively  defeated 
France  during  the  French  and  Indian  Wars.  As  every 
historx'  buff  knows,  London's  attempts  to  force  its  colo- 
nists to  help  service  the  debt  of  that  conflict  triggered  the 
chain  of  events  culminating  in  the  American  Revolution. 
For  all  of  our  faults,  there  has  been  no  other  country  that 
has  enjoyed  as  much  freedom  as  we  have.  Nor  has  there 
been  another  so  open  to  outsiders  and  that  has  had  such  a 
positive  impact  on  other  nations  and  peoples.  Columbus 
deserves  more  than  a  shrug  or  an  accusing  finger. 

SIMPLIFICATION 

be  written   off  the  year  in   which   it  was  made.   Any 

capital  spent  in  excess  of  the  tax  bill  could  be  carried 

forward  indefinitely. 

The  flat  tax  would  set  off  an  economic  boom  of  historic 

proportions.  An   immeasurable   amount  of 

intellectual  energy  would  be  released  from 
the  sterile  task  of  coping  with  the  monstrous 
IRS  code  to  be  put  to  more  productive  uses. 
It  would  be  a  cleansing  influence  on  our 
national  politics.  There  would  be  no  need  for 
all  of  that  lobbying  and  contributing  to  gain 
special  favors.  It  would  be  fair — the  more  you 
make,  the  more  you  pay. 

If  Bruce  Herschensohn  wins,  the  flat  tax 
will  get  a  powerftil,  persuasive  voice  and  will 

quickly  gain  widespread  support.  His  victory  would  be 

the  nation's  victorv. 


A  CHANCE  TO  REAFFIRM  PROPERTY  RIGHTS 


The  New  Jersey  Supreme  Court  recently  upheld  a  law 
that  prohibits  companies  from  dropping  out  of  auto 
insurance  without  giving  up  all  their  other  lines  of  insur- 
ance in  the  state  as  well.  The  state  can  thus  hold  a 
company's  profitable  business  hostage. 

Jersey  justices  are  off  their  rockers  if  they  truly  believe 
perpetuating  the  current  system  serx'es  "the  public  inter- 
est." Their  ruling  will  give  insurers  every  incentive  to  stay 
away  from  this  market,  which  is  a  mess  because  of  perverse, 
heavy-handed  regulation.  The  court  gives  politicos  no 
incentive  to  reform.  Genuine  reform  involves  taking  on 
the  powerfijl  trial  lawyers'  lobby.  Who  wants  to  do  that  if 
one  can  soak  and  scapegoat  insurance  companies? 


More  immediately,  their  decision  violates  the  Consti- 
tution's "takings"  clause,  which  bars  governments  from 
seizing  property  or  adversely  aflbcting  its  value  without 
"just"  compensation.  This  clause  has  been  routinely 
ignored  by  American  courts  for  decades.  In  the  past  two 
years,  though,  the  Supreme  Court  has  started  paying 
attention  to  it  again. 

Insurers  should  take  this  case  to  the  High  C'ourt.  A 
landmark  decision  to  curb  this  kind  of  destructive  behav 
ior  could  result.  Government  should  have  to  face  up  to 
mistakes,  just  as  the  private  sector  does.  Property  rights 
are  essential  for  vibrant  economic  growth,  for  protecting 
people  from  capricious  laws. 


RIVETING  READING 


The  Killer  Angels— by  Michael  Shaara  (Bal- 
lantine  Books,  $5.95).  American  Heritable  Fxii 
tor  Richard  Snow  warmly  recommends  this  Civ 
il  War  novel,  which  won  the  1975  Pulitzer 
Prize.  He  is  right.  You  will  learn  more  from  this 
utterly  absorbing  book  about  Gettysburg  than 
from  any  nonfictional  account.  Shaara  fabulous- 
ly, convincingly  brings  characters  such  as  Rob- 
ert F2.  Lee  to  life  and  makes  the  conflict  all  too 
real.  The  novel  almost  rivals  Stephen  Crane's 


classic,  l^e  Red  Rad/je  ofCourajje. 
Excerpt:  "Soldierinjj  has  one  /jreat  trap.'^  Lee 
was  ridin/f  slowly  ahead  without  expression.  He 
spoke  in  that  same  slow  voice.  '^To  be  a  jjood 
soldier  you  must  love  the  army.  Rut  to  be  ajjood 
officer  you  must  be  willing  to  order  the  death  of 
the  thinjjyou  love.  That  is ...  a  very  hard  thinjj  to 
do.  No  other  profession  requires  it.  That  is  one 
reason  why  there  are  so  very  few  jjood  officers. 
Although  there  are  manyjjood  men. "  IB 
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ONCE  YOU'VE  STAYED  AT  THE 
HOTEL  MILLENIUM, 
"SWIMMING  WITH  THE  SHARKS" 
TAKES  ON  A  WHOLE  NEW  MEANING. 


Let's  face  it.  Business  travel  and  stress  go 
together  as  naturally  as  bankers  and  3-piece 
suits.  But  you  do  it,  because  tiiat's  what  it 
tai^es.  So  you  need  a  hotel  that  plays  by  your 
rules.  Well,  it's  here.  The  Hotel  Millenium  - 
the  first  business  hotel  with  a  Wall  Street 
address  and  a  Wall  Street  philosophy: 
nothing's  unreasonable,  including  the  im- 
possible. A  fresh  shirt  at  2  a.m.?  A  perfectly 
grilled  steak  at  3?  A  personal  computer 
delivered  to  your  room?  We  do  it  all.  Every 
day  24  hours  a  day  Because  we  know  we 
can't  do  away  with  the  stress  of  business. 
But  we  can  arm  you  with  every  executive 
requirement.  Including  serenity 


THE         HOTEL 


For  reservations,  call  (800)  835-2220 

or  (212)  693-2001. 

The  Hotel  Millenium,  55  Church  Street 

New  York,  NY  10007 

Across  from  the  World  Trade  Center 


MILLENIUM 
IT'S  ABOUT  TIME. 


est  une  legende^ 
le  symbole  de  la 
mode  frangaise^ 
Ihomme  de  la  modernite 

avec  la  vision  du  futur^ 

pierre  cardin 


un  createur  sans 


frontiere^  dynamique. 


')') 


Pierre  Cardin. 
The  mystique  of  France. 

The  energy  of  America 


» 
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Other  Comments 


Deeds,  Not  Dollars 

Having  THK  MONEY  doesn't  make  one 
worthy  or  unworthy,  and  making  it 
on  one's  own  may  be  admirable  but 
is  equally  not  what  makes  one  worthy 
or  unworthy.  Mummy  and  Father 
breathe  a  sigh  of  relief  when  the  chil- 
dren begin  to  realize  that  the  money 
itself  is  neutral,  and  can  be  used,  one 
hopes,  for  good,  or,  one  fears,  for  ill. 
-A  Swarm  of  Wasps, 
by  Mrs.  Falk  Feeley 

A  National  Disgrace 

Special  prosecutor  Lawrence  Walsh 
and  his  scalp-hunting  assistant  Craig 
Gillen  have  been  fined  by  the  District 
of  Columbia  for  failing  to  pay  city 
income  taxes.  Under  district  law,  any- 
one who  resides  in  Washington  for 
183  or  more  days  a  year  is  liable  for 
income  taxes.  If  Washington  is 
[  shown  by  the  records  to  be  ]  their  duty 
station,  both  men  could  end  up  having 
federal  income-tax  problems  as  well. 

Not  filing  income  tax  returns  is  a 
statutory  offense,  a  fact  that  Mr. 
Walsh  and  Mr.  Gillen,  both  attor- 
neys, surely  know.  If  we  apply  the 
same  standards  to  them  that  they 
apply  to  their  victims  [in  the  Iran- 
Contra  investigations],  they  ought  to 
be  promptly  indicted. 

In  pursuing  their  targets,  the  pair 


seem  to  have  rolled  up  extravagant 
bills  for  personal  expenses.  [Accord- 
ing to  Rep.  Gerald  Solomon  (R-, 
N.Y.)],  taxpayers  have  been  billed 
$655,000  in  "per  diem  and  subsis- 
tence" charges,  including  $25,000  in 
apparent  room -service  breakfasts  and 
$40,000  in  room-service  dinners. 
Under  federal  law,  the  maximum  ex- 
penditure for  meals  and  incidentals  in 
the  Washington  area  for  federal  em- 
ployees is  $34  a  day.  Both  Mr.  Walsh 
and  Mr.  Gillen  are  federal  employees. 
This  has  led  some  to  conclude  that 
the  real  story  of  the  Iran-Contra  in- 
vestigation is  one  of  two  freewheel- 
ing federal  employees  living  the  life 
of  multimillionaires  at  taxpayer  ex- 
pense while  conducting  a  scam  inves- 
tigation to  prolong  their  enjoyment. 
-Paul  Craig  Roberts, 
Wall  Street  Journal 

Is  It  Worth  It? 

More  isnt  necessarily  better  when  it 
comes  to  work.  At  60  hours  a  week, 
Professor  Carey  Cooper  of  Manches- 
ter University  [U.K.]  finds  perfor- 
mance declines  by  25%.  The  drug 
abuse,  drinking  and  mental  illness 
that  result  from  overwork,  he  esti- 
mates, cost  U.S.  industry  $80  billion 
a  year.  I  suspect  that  some  of  the 
miracles  that  Wall  Street  workaholics 
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"Quite  frankly,  I'm  a  bit  disappointed." 


have  devised,  junk  bonds  and  so 
forth,  are  chiefly  the  product  of  fren- 
zied minds  willing  themselves  to  im- 
probable limits  over  a  working  lunch 
instead  of  taking  a  civilized  break  for 
a  bottle  of  Bordeaux. 
-David  Lawday, 
U.S.News  &■  World  Report 


Love  your  country,  not  for 
her  power  or  wealth,  but  for 
her  selflessness  and  her  ide- 
alism. Have  the  heart  to  con- 
ceive, the  understanding  to 
direct  and  the  hand  to  exe- 
cute works  that  will  make 
the  world  a  little  better  for 
your  having  been  here. 
-Ronald  Reagan, 
1992  Republican  Convention 

The  Influence  of  Affluence 

Ie  the  Rockeeellers  [have  exerted] 
great  influence  in  American  life,  it  is 
not  because  of  their  grip  on  corpora- 
tions or  their  sheer  financial  weight. 
Generally  it  is  because  three  genera- 
tions of  Rockefellers  have  used  the 
family  fortune  to  support  causes  and 
undertakings  that  range  from  univer- 
sities to  museums  to  hospitals,  from 
Lincoln  Center  to  Jackson  Hole, 
from  conservation  to  population 
planning.  All  of  these  great  enter- 
prises, public  and  private,  run  in  part 
on  Rockefeller  money.  Many  of  those 
who  [have]  run  them,  from  Henry 
Kissinger  on  down,  have  risen  to  pow- 
er as  "Rockefeller  men."  This  living 
network  of  productive  relationships, 
not  dead  money,  is  the  basis  of  the 
extraordinary  Rockefeller  influence. 
-Joseph  Thorndike  Jr.,  IJje  Very  Rich 

Any  Volunteers^ 

Playboy:  Describe  your  idea  of  the 
perfect  person  to  marry. 

Fran  Lcbowitz:  A  very  rich  dead 
man.  I  don't  have  any  wifely  skills. 
I'm  not  the  helpmate  type.  I'm  not 
interested  in  being  a  wife.  I'm  inter- 
ested in  being  an  empress. 
-Playboy  interview  Hi 
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To  some  this  glass  is  half  fiill. 
To  our  flight  attendants  its  definitely  half  empty 


On  every  .British  Airways  flight  our  highly  trained  staff  pays  special  attention  to  even  the  smallest  detail.  So  you 
always  arrive  refreshed  and  ready.  It's  the  way  we  make  you  feel  that  makes  us  the  worlds  favourite  airline. 


British  Airways 


The  world's  favourite  airline.® 


tracUon  control..  JVsm 


There's  no  question  this  performance  sedan  carries  world-class  credentials.  And 
the205'horsepower,  supercharged  Pontiac  SSEialso  delivers  the  control  and 
technology  of  a  performance'Calibrated4-speed  transmission,  Z-rated 
tires,  an  advanced  Head'Up  Display  and  more.  All  enjoyed  from  a 
driver's  cockpit  with  rich  leather  seating  areas.  The 
real  beauty  of  the  exhilarating  new  SSEi  is  that  i. 

^  you  get  this  driving  excitement  for  thousands 
less  than  Lexus  or  BMW*  But  then,  that's 
exactly  what  you  expect  from  the  performance 
specialists  at  Pontiac. 
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Forget  Biotechnology. 
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Panasonic  Announces 
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A  REAL  Breakthrough  On 
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A  Cellular  Level 
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While  some  reseorchers  struggle  to  under- 
stond  the  cellular  basis  of  life,  the  engineers  at 
Panasonic  hove  made  a  major  breakthrough 
regarding  the  cellular  basis  of  speech.  It's  the 
Panasonic  V.I.P.  or  Very  //?te%en/ Phone. 

But  before  you're  dazzled  by  its  brain  power, 
you'll  be  awed  by  its  size  -  or  more  accurately, 
lack  of  it.  Because  the  V.I.P  is  the  cellular  flip  phone 
that  measures  a  mere  1 1/1 6"  thick,  and  weighs 
just  9.4  ounces  with  battery.  Yet  it  offers  55  min- 
utes of  talktime  and  1 1  hours  standby. 

What's  more,  the  V.I.P.  Is  an  astounding  para- 
dox: though  small,  it  has  the  largest  LCD  screen  of 
any  cellular  phone  -  a  magnificently  legible  4-line 
display.  And  you'll  need  it  because  of  all  the  infor- 
mation the  V.I.P.  delivers.  Its  special  memory  fea- 
tures include  200  Alphanumeric  memories,  last 
number  memory,  memory  map,  word  list  and  much 
more.  In  short,  the  Panasonic  V.I.P.  is  far  more 
thon  an  incredibly  thin  cellular  phone-it's  a  cellular 
communications  tool.  It's  the  phone  that  everyone 
dreamed  of,  but  no  one  dreamed  possible. 


•-tv  .V  f  < 


For  your  nearest  dealer,  call  1 -800-441 -PANA 
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on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


THE  DEFENSE  BUDGET  AND  THE  ECONOMY 


Ripple  Effects 

Peace  Dividend  Has 
A  Price:  Jobless  Woes, 
Preparedness  Worries 


When  I  was  Secretary  of  Defense  and  was  told  by  con- 
gressional opponents  of  our  military  rebuilding  program 
that  big  defense  budgets  were  very  bad  for  our  economy, 
I  suggested  that  "if  you  think  a  big  defense  budget  is  bad 
for  the  economy,  just  try  a  small  one." 

The  defense  budget  is  not  just  a  jobs  program 
designed  to  stimulate  the  economy.  In  fact,  we  should 
not  spend  a  nickel  more  for  defense  than  we  actually 
need.  As  an  admitted  non-Keynesian,  I  am  strongly 
against  spending  money  for  anything  we  do  not  need. 
In  the  1980s  we  recommended  defense  budget  growth 
because  we  did  require  a  far  stronger  defense  than  was 
left  by  the  Carter  years.  At  the  end  of  the  1970s,  our 
military  investment  went  down  nearly 
20%,  measured  in  real  terms. 

Now  a  curious  inversion  is  taking 
place.  We  have  recently  seen  headlines 
that  say  "Cutback  in  Military  Spending: 
No  Help  for  Ailing  Economy"  and  "The 
Peace  Dividend's  Collateral  Damage." 

The  Defense  Department  estimates 
that  by  1995  military  spending  will  have 
shrunk  to  $235.7  billion,  down  from 
$287.5  billion  in  1991  (both  figures  in" 
1991  dollars).  But,  of  course,  whenever 
the  Administration  proposes  defense  reductions,  there  are 
many  ready  to  cut  much  deeper.  The  Brookings  Institu- 
tion, source  of  many  budget  cutters'  figures,  has  suggested 
we  could  cut  all  the  way  down  to  $168.6  billion  by  2001. 
That  would  slash  our  military  personnel  from  about  2 
million  to  1.3  million  and  cut  defense  civilian  employees 
from  a  million-plus  to  fewer  than  700,000.  Over  the  same 
period,  ernployment  in  defense  industries  would  be  re- 
duced from  2.9  million  jobs  to  between  1.5  million  and 
1.6  million.  That  is  a  total  of  over  2.5  million  jobs  lost. 
That  assumes,  without  any  clear  basis,  that  the  world  will 
be  far  safer  and  more  peacefijl  nine  years  from  now. 

Military  procurement  orders  placed  with  factories  have 
been  falling  by  more  than  12%  a  year  since  1990.  The 
Administration's  current  budget  proposal  (almost  certain 
to  be  cut  even  fijrther  by  Congress)  will  drop  that 
category  another  1 3%  by  the  next  fiscal  year. 

Reductions  of  military  budgets  following  military  vic- 
tories have  been  experienced  before.  But  most  of  those 
did  not  come  in  the  middle  of  major  recessions,  so  the 


workers  displaced  from  military  employment  were  com- 
paratively rapidly  rehired. 

Again,  it  must  be  emphasized  that  military  spending 
should  not  be  kept  high  simply  to  prop  up  an  ailing 
economy.  Military  spending  should  be  directly  related  to 
the  military  and  foreign  policy  needs  of  the  country. 
Those  proposing  much  deeper  cuts  than  the  Administra- 
tion's do  not  disclose  the  fact  that  their  proposals  would 
leave  us  weaker  than  we  were  in  the  late  Seventies.  Any 
rational  analysis  of  the  world's  present  condition  (con- 
ceding that  the  threat  of  Soviet  attempts  at  world  domi- 
nation are  gone)  could  only  reach  the  conclusion  that 
the  world  is  still  far  from  being  a  safe  enough  place  to 
warrant  the  deep  cuts  suggested  by  so 
many  in  Congress. 

We  have  had  deep  military  cuts  im- 
posed since  1989,  but  the  economy  has 
not  improved  as  one  would  expect  if 
the  complaint — that  big  defense  bud- 
gets are  bad — were  justified.  Yet  the 
myth  persists.  In  an  article  entitled 
"Who  Really  Won  the  Cold  War,"  my 
classmate  Arthur  Schlesinger  Ir.  con- 
cludes that  "The  end  of  the  Cold  War 
[was]  a  vindication  of  the  containment 
policy  .  .  .  proposed  by  liberal  Democrats."  Far  down  in 
the  column  is  this  tiny  concession:  "No  doubt  President 
Reagan's  intensification  of  the  arms  race  hastened  the 
collapse  of  the  already  collapsing  Soviet  economy.  But 
the  Reagan  military  buildup,  it  must  be  added,  severely 
damaged  the  American  economy  too." 

Well.  It  is  no  doubt  hard  to  recall  now  that  the  1980s 
were  one  of  our  brightest  periods  economically  and  that  it 
was  not  military  but  gready  increasing  domestic  spending 
that  brought  about  the  big  deficit  increases.  Scientific  and 
technological  expertise  developed  by  and  for  the  military 
have  brought  enormous  benefits  to  people  everywhere. 

America's  and  the  Free  World's  security  interests  re- 
quire that  we  maintain  a  far  stronger  defense  than  that 
proposed  by  the  Democratic  supporters  of  cuts.  A  stronger 
defense  would  very  much  help,  certainly  not  "severely 
damage,"  our  economy.  If  we  v/ant  a  peace  dividend  that 
contributes  to  peace,  we  should  remember  how  nearly  we 
risked  both  peace  and  freedom  by  becoming  as  militarily 
weak  as  we  did  at  the  end  of  the  1970s.  ^ 
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The  all-new 
Learjet  45. 


The  Learjet  45  brings  a  new  dimen- 
sion to  executive  aircraft.  One  wliose 
blend  of  comfort,  range  and  value  is 
unprecedented  in  business  aviation. 

Pure  Learjet  in  looks,  it's  totally  new 
nose  to  tail— designed  from  the  inside 
out  to  create  the  extra  inches  that 
shorten  the  miles. 


A  higher,  wider,  nal-floor  cabin  talces 
passenger  comfort  to  new  levels. 


Room  for  more.  The  Learjet  45's 
cabin  spells  new  comfort  for  eight 
passengers  and  two  crew. 

With  more  head,  shoulder  and  leg 
room  than  any  other  simUar-priced  jet, 
the  Learjet  45  offers  a  most  relaxing 
and  productive  business  environment. 

More  room  means  more  freedom  in 
customizing  your  cabin  to  such  popular 
plans  as  the  double  club— without 
sacrificing  important  amenities. 

©  1992  Learjet  Inc. 


Including  a  full-across  aft  restroom, 
where  unique  styling  and  functionality 
assure  your  privacy  and  convenience. 

Plus  a  superbly  versatile  galley 
which  keeps  hot  or  cold  refreshments 
close  at  hand. 

Also  unique  to  the  Learjet  45  is  the 
wide,  flat  floor  extending  the  full  length 


Versatile  lloorplans  include  eight  individual  seats,  lull-serxice 
galley  and  full-width,  private  aft  restroom. 


of  the  cabin  and  expanding  the  com! 
of  eight  individually  seated  passengJ 

There's  deep,  handcrafted  luxurjj 
the  fully  adjustable  swivel  seats— ( 
with  fingeri^ip  controls  for  climate/] 
enteri^ainment  systems. 

Ample  on-board  storage  plus  a  | 
generous  external  baggage  area  alj 
easy  handling  of  your  bags  and  oU 
stowables. 

The  Learjet  45  even  heightens  yc 
viewing  convenience  with  sixteen 
large  windows. 

Up  front,  a  roomier  cockpit  incoij 


omfort,  capability  and  value. 


les  fully  integrated  digital  avionics 

'  precise, 

nplified 

ormation 

the  crew. 

\nd  a  new 
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th  softer  landings  and  smoother 

jund  operations. 

Legendary  Learjet 

irformance.  Designing  such 

xibility  and  comfort  at  a  value 


Non-sU)p  legs  up  to  2,200  nautical  miles 
are  well  within  the  Leaijet  45's  reach. 


appealing  to  most  operators  was  no 
easy  task.  Neither  was  achieving  new 
levels  of  reliability  and  maintainability. 

But  retaining  Learjet's  high  per- 
formance in  the  process  was  truly 
daunting. 

Which  is  why  the  all-new  Learjet  45 
represents  truly  inspired  design 
solutions. 

Over  two  years  of  computer  design 
refinement  and  wind-tunnel  tests  have 
shaped  a  business  jet  destined  to  set 
standards  well  into  the  next  century. 

Missions  up  to  2,200  nautical  miles. 


Operation  at  altitudes  up  to  51,000 
feet.  Cruise  speeds  up  to  Mach  .81. 
And  capability  to  use  smaller  airports 
nearer  your  destinations. 

Powered  by  advanced  Garrett 
TFE  731-20  turbofan  engines  and 
fitted  with  an  all-new  wing  developed 
with  NASA  technology,  the  Learjet  45 
assures  performance  and  efficiency. 


An  all-new  wing  offers  greater 
efficiency  and  easier 
maintenance. 


Precedent- 
setting  value.  From  a 
passenger's  viewpoint,  the  Learjet  45 
is  comfort  and  luxury  wrapped  in  high 
performance. 

To  an  owner,  it's  a  business  tool 
of  unprecedented  value 
more  capability  for  less 
than  has  ever  been 
possible. 

Which  places  the 
Learjet  45  precisely 
where  we  envisioned 
it.  In  a  class  of  its  own 

Discover  why  the 
exciting  Learjet  45  is 
an  all-new  legend  in 
the  making.  Call  Ted 
Farid,  Vice  President 
Domestic  Marketing,  for  complete 
details:  (316)  946-2450  or  Fax 
(316)  946-3235. 


^Learjet 

Nothing  else  comes  close: 


A  new  trailing-link 
main  gear  assembly 
plus  large  wheels 
mean  softer  landings, 
smoother  ground 
operations. 
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Two  young  bachelors— multibillionaires  both— 
are  building  their  dream  compounds  on 
Seattle's  Lake  Washington.  But  they're  going  about  it 
in  very  different  ways. 

Mr.  Gates  and 
Mr.  Allen 
build  their 
dream  houses 


By  Julie  Pitta 

Ten  minutes  apart  by  speedboat, 
two  estates  are  under  construction 
along  the  eastern  shoreline  of  Seat- 
de's  Lake  Washington.  William  H. 
Gates  III,  at  36  America's  richest  man 
(see  p.  92),  is  spending  around  $35 
million  on  his  new  place  in  the 
wealthy  enclave  of  Medina.  Gates' 
old  comrade-in-silicon,  39-year-old 
Paul  Gardner  Allen,  is  spending  about 
$30  million  for  his  multistructure  es- 
tate on  Mercer  Island. 

Gates  and  Allen  have  much  in  com- 
mon. They  both  attended  Seattle's 
Lakeside  School;  Gates  went  on  to 
Harvard,  Allen  to  Washington  State 
University.  But  they  found  college 
less  exciting  than  computers;  both 
dropped  out  shy  of  graduation. 

In  1975  they  cofounded  Microsoft 
Corp.;  its  stock  market  valuation  now 
rivals  General  Motors'.  Allen  left  Mi- 
crosoft in  1983  after  being  diagnosed 
with  Hodgkin's  disease;  the  disease  is 
now  in  remission.  In  1985  Allen  start- 
ed his  own  software  company,  Asy- 
metrix Corp.  But  he  held  on  to  his 
Microsoft  stock,  which  is  now  worth 
$2.9  billion.  Gates  still  holds  Micro- 
soft stock  worth  $6.7  billion.  Against 
such  wealth,  what's  $30  million  or 
$35  million  for  your  own  lakeside 
dream  house? 

Despite     their     common     back- 
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ground,  the  two  young  billionaires 
are  going  about  their  house -building 
projects  in  very  different  ways. 

First,  take  Paul  Allen.  A  very  private 
person,  Allen  has  nonetheless  opted 
for  conspicuous  construction  (see  p. 
42).  In  the  process  he's  managed  to 
irk  most  of  his  neighbors. 

From  the  air,  Allen's  compound 
looks  like  a  medieval  hill  town.  The 
estate  includes  a  6,500-square-foot 
house  for  his  widowed  mother.  Faye 
Allen  will  be  able  to  stroll  to  her  own 
1, 8 00 -square -foot library.  (Allen's fa- 
ther was  a  librarian  and  his  mother 
worked  in  the  library  at  the  University 
of  Washington.) 

Basketball  is  a  passion  of  Allen's;  he 
owns  Pordand,  Ore.'s  National  Bas- 
ketball Association  team,  the  Trail 
Blazers.  If  the  team  ever  comes  over 
to  visit,  they'll  be  able  to  play  in 
Allen's  new  $6  million  sports  com- 
plex, complete  with  a  pro-size  basket- 
ball court,  some  indoor  tennis  courts 
and  swimming  pool. 

Downhill  from  the  sports  complex 
is  an  entertainment  center  with  a  the- 
ater, an  art  gallery  and  a  star-gazing 
room;  the  center  will  be  surrounded 
by  a  rose  garden.  When  Allen  decided 
he  needed  more  land  around  this 
building,  he  bought  lots  from  several 
neighbors.  He  tried  to  buy  out  anoth- 


The  $35  million  Gates  estate 
on  Lake  Washin^on 
will  be  notched  into  the  hillside, 
camouflaged  with  glass  and  rock, 
and  hidden  behind  trees. 
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Artist's  rendering  of  reception  area. 


Guest  pavilion.  Underground  garage  will  hold  20  cars. 
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Dream  houses 
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Allen's  $30  million,  multistructure  com- 
pound on  the  lake  includes  a  $6  million 
sports  complex,  a  big  library  and  house 
for  his  mother,  and  his  own  8,500-square- 
f oot  home  at  the  water's  edge. 


er  neighbor  to  the  north,  but  this  one 
refused.  Allen  has  almost  encircled 
the  holdout. 

Allen  himself  will  live  in  a  house 
near  the  water.  Part  of  his  house  is  a 
mansion  that  was  once  owned  by 
Horace  McCurdy,  who  helped  design 
the  first  Lake  Washington  floating 
bridge.  But  Allen  found  McCurdy's 
4,500-square-foot  house  a  bit 
cramped,  and  is  adding  on  space  that 
will  nearly  double  the  original  struc- 
ture's size. 


Neighbors  say  Allen  tours  his  site 
most  Ti:esday  mornings  but  appar- 
ently doesn't  say  much.  One  of  his 
architects,  Charles  Moore,  of  Austin, 
Tex. -based  Moore/Andersson,  says 
Allen  prefers  to  communicate 
through  his  sister,  Jody  Allen  Patton. 
"We  were  trying  to  make  this  a  special 
house  for  a  special  person  and  it  was 
hard  to  know  what  he  had  in  mind," 
Moore  says.  "It  became  apparent  that 
he  didn't  want  to  be  involved.  We 
made  numerous  dates  with  him  and 


42 


Forbes  400  ■  October  19,  1992 


■^t..*.tQ^^- 


■;  I  I  I,  I  ft-' 


•"fHft  fJ 


they  always  got  broken." 

Without-  much  guidance  from  his 
client,  Moore  says  he  patterned  the 
Allen  estate  after  the  Swedish  agricul- 
tural estates  of  the  16th  century.  The 
wooden  buildings  will  be  painted  a 
slate  blue;  they  are  in  keeping  with  the 
local  landscape — except,  of  course, 
for  their  massive  scale.  "I  wanted  to 
have  big  pieces  without  messing  up 
the  scale  and  making  it  seem  like  the 
civic  center,"  says  Moore.  But  it's 
hard  to  hide  sports  and  entertainment 


complexes,  a  gatehouse  and  a  couple 
of  enormous  main  residences. 

Allen's  neighbors  have  been  com- 
plaining about  the  noise,  inconve- 
nience and  dust  created  by  the  con- 
struction, which  began  two  years  ago. 
Nor  do  they  like  the  workers'  beat- up 
pickup  trucks,  which  are  startlingly 
out  of  place  amidst  the  Volvos,  bmvvs 
and  other  tony  imports  the  locals 
favor.  And  deep  down,  many  neigh- 
bors simply  dislike  the  sheer  scale  and 
ostentatiousness  of  the  Allen  estate. 
"People  in  Seattle  are  low-key,"  says 
Mercer  Island  Mayor  Elliot  Newman. 
"Bigness  is  something  people  here 
don't  like;  it's  associated  with  the 
sprawl  in  California." 

For  an  altogether  different  ap- 
proach, turn  now  to  Bill  Gates.  He  is 
trying  to  make  his  42,000-square- 
foot  estate  practically  invisible.  The 
main  house  will  be  burrowed  into  a 
steep  hillside,  camouflaged  with 
wood,  glass  and  rock,  and  hidden 
behind  trees.  The  20-car  garage  will 
be  an  underground  cavern. 

According  to  the  blueprints,  the 
compound  includes  a  residence  and 
two  separate  pavilions  for  guests  and 
receptions.  All  told,  there  will  be  sev- 
en bedrooms,  including  three  chil- 
dren's bedrooms  and  another  for  a 
nanny,  in  the  event  Gates  ever  marries 
and  has  a  family.  There  will  be  three 
kitchens,  a  10,000-book  library,  a  20- 
seat  movie  theater,  two  elevators,  a 
60-foot  swimming  pool,  an  exercise 
room,  a  game  room  and  three  dining 
rooms — a  private  one  for  family  din- 
ners, a  larger  one  for  small  parties,  a 
third  for  large-scale  events. 

Most  of  the  buildings  in  the  com- 
pound are  connected  by  a  network  of 
tunnels.  And  throughout  the  interiors 
there  will  be  high-resolution  screens 
that  will  show  artwork  (Gates  owns 
the  electronic  rights  to  over  100,000 
paintings  and  other  images  that  can 
be  used  in  multimedia  murals.) 

In  a  city  that  takes  its  environmen- 
talism  seriously.  Gates  and  his  archi- 
tects took  great  pains  to  blend  in  with 
nature.  "Ifyou  build  in  the  forest,  you 
do  what  the  forest  tells  you  to  do," 
says  Seatde-area  architect  Jim  Cuder, 
one  of  Gates'  two  architects.  The 
other  is  Peter  Bohlin,  of  Pennsylva- 
nia's Bohlin  Cywinski  Jackson.  The 
pair  won  a  design  competition  coor- 
dinated by  another  local  architect. 


Michcal  Doss,  who  is  still  advising  on 
the  project.  (Doss  also  ran  the  design 
competition  for  Paul  Allen's  house.) 
CAitler  and  Bohlin  report  that  Gates  is 
keenly  interested  in  the  project.  "He 
can  be  ver}'  penetrating  in  his  ques- 
tions," says  Bohlin.  "But  he's  never 
been  arbitrarily  domineering." 

"We  fought  tooth  and  nail  to  sa\e 
every  tree  we  could,"  Cutler  contin- 
ues. Even  faraway  trees:  Much  of  the 
lumber  for  Gates'  house  has  been 
taken  from  old  buildings  and  is  being 
remilled  in  an  old  sawmill.  Says  Cut- 
ler, proudly:  "This  building  will  prob- 
ably use  less  new-cut  timber  than  any 
traditional  3,000-  to  4,000-square- 
foot  house." 

Hundreds  of  mature  alders  and 
big-leafed  maples,  as  well  as  other 
native  flora,  have  been  planted  on  the 
estate.  Once  the  house  is  finished, 
they'll  plant  hundreds  more.  "I  don't 
think  there  will  be  more  than  ten 
nonindigenous  plants  when  we're 
through,"  Cutler  says. 

Gates  even  helped  to  recycle  the 
house  that  was  on  the  site  when  he 
purchased  it.  Rather  than  tear  the  old 
house  down  and  incur  the  wrath  of 
Seattle's  liberal  media,  Gates  agreed 
to  sell  it  for  the  bargain  price  of 
$60,000;  the  house  was  then  barged 
to  another  lakefront  site  (Forbes, 
Sept.  14). 

Whereas  Allen  has  been  somewhat 
indifferent  to  his  neighbors.  Gates 
actively  curries  favor  with  his.  Since 
breaking  ground  in  the  spring  of 
1990,  Gates  has  posted  notices  and 
sent  regular  newsletters  to  his  neigh- 
bors warning  them  what  the  coming 
month  will  bring;  he  has  personally 
attended  at  least  one  meeting  to  as- 
suage neighbors'  fears.  Construction 
workers  are  bused  to  the  site  so  that 
their  cars  and  pickups  don't  congest 
the  streets.  Each  day  the  dirt  kicked 
up  during  construction  is  swept  up; 
weekly  the  roads  arc  lightly  sprayed 
with  water  to  keep  down  dust.  A 
containment  boom  floats  offshore  in 
case  of  a  petroleum  spill. 

The  neighbors  appreciate  the  ef- 
forts. Says  architect  Doss:  "They  just 
want  to  meet  Bill,  make  cookies  for 
him,  have  him  over  for  tea." 

If  it's  possible  to  build  a  $35  million 
house  inconspicuously  and  without 
making  too  many  enemies,  Bill  Gates 
seems  to  have  found  the  way.         HI 
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What  does  great  wealth  in  America  look  like? 

Meet  a  poorly  educated,  once  broke 

former  truck  driver  named  Johnnie  Bryan  Hunt. 


"Once  you're  hungry, 
you're  different" 


By  Claire  Poole 

Every  MORNING  Johnnie  Bryan  Hunt 
makes  his  rounds  at  the  headquarters 
building  of  the  Lowell,  Ark.-based 
trucking  company  that  bears  his 
name.  He  energetically  shakes  hands, 
pats  backs  and  asks  how  many  loads 
are  being  hauled.  He  walks  to  the 
northeast  corner  of  the  third  floor  and 
looks  out  into  the  rolling  Ozark  hills. 

"Look  at  that,"  he  says  to  a  visitor, 
pointing  to  all  the  cars  in  the  parking 
lot.  "Isn't  that  great?  We're  going  to 
build  another  building  over  there. 
And  past  those  trees  there's  room  for 
at  least  two  more  buildings.  Can  you 
see  them?" 

Seeing  something  before  most  peo- 
ple see  it  is  the  hallmark  of  all  success- 
Ail  entrepreneurs.  In  Hunt's  case,  it 
was  the  ability,  relatively  late  in  life 
and  after  many  a  hard  knock,  to  fore- 
see the  tremendous  advantages  a  low- 
cost  trucking  company  would  enjoy 
once  the  government  opened  the  in- 
dustry to  competition.  Thanks  mainly 
to  trucking  deregulation.  Hunt's  J.B. 
Hunt  Transport  Services,  Inc.  has  in 
just  23  years  grown  into  one  of  the 
country's  largest  and  most  profitable 
irregular  route  truckload  carriers — 
meaning  it  picks  up  cargo  and  delivers 
it  wherever  the  customer  wants. 
Hunt's  largest  customer:  another  up- 
start Arkansas  company,  Wal-Mart 
Stores. 

J.B.  Hunt,  65,  isn't  Walton-rich, 
but  he's  not  doing  too  badly.  With 
sales  projected  at  $900  million  this 
year,  J.B.  Hunt  Transport's  stock 
market  valuation  has  climbed  to  a 
recent  $690  million.  Hunt's  personal 
holdings,  which  include  a  45%  stake  in 
the  company  plus  ranchland  and  oth- 
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"We  want  to  be 
more  than  a  truck- 
ing company. 
The  world  is  full  of 
opportunities." 


er  investments,  are  worth  around 
$375  million. 

Hunt  struggled  his  way  to  wealth. 
Born  poor  in  1927  in  the  litde  Arkan- 
sas town  of  Heber  Springs,  he  had  to 
quit  school  after  the  seventh  grade  to 
work  in  his  uncle's  sawmill  to  help 
support  his  six  brothers  and  sisters.  To 
supplement  his  $1.50  a  day  in  sawmill 
wages.  Hunt  started  selling  the  mill's 
leftover  wood  shavings  to  poultry 
farmers  for  ground  cover  in  their 
chicken  coops. 

In  1945,  when  he  was  18,  Hunt 
joined  the  Army  and  was  recruited  for 
officers'  training  school.  He  declined, 
and  now  says  it  was  the  biggest  mis- 
take of  his  life.  "It  was  my  only  real 
chance  to  get  an  education,"  he  says. 

Instead,  he  returned  to  his  uncle's 
sawmill  in  1947  and  sold  surplus 
boards  in  Arkansas,  Missouri  and  Illi- 
nois from  the  back  of  a  truck.  On  the 
side,  he  bought  chickens  and  hauled 
them  to  a  packing  plant  in  Missouri. 
In  1948  Hunt  went  off  to  a  school  in 
Iowa  to  learn  how  to  be  a  livestock 
auctioneer.  When  he  returned  to  He- 
ber Springs,  he  and  a  cousin  bought  a 
livestock  sale  barn. 

Hunt  met  his  wife,  Johnelle,  whose 
father  owned  the  Heber  Springs  feed 
mill,  when  he  was  taking  the  neigh- 
borhood girls  on  rides  in  his  truck. 
Recalls  Johnelle:  "He  talked  so  fast  I 
could  hardly  understand  him."  The 
couple  spent  many  of  their  early  dates 
weighing  chickens  before  Hunt 
hauled  them  to  the  packing  plant. 

In  1949  the  livestock  barn  business 
went  bust,  and  Hunt,  then  22,  was 
stuck  with  $3,600  of  debt.  He  re- 
members this  as  the  most  desperate 


point  in  his  life. 

Hunt  hitchhiked  to  Litde  Rock  and 
got  a  job  driving  a  truck  between 
Texarkana  and  Fort  Smith.  In  1952, 
when  he'd  paid  off  his  debts  and  saved 
enough  for  a  used  Chevy  and  a  two- 
room  apartment,  J.B.  and  Johnelle 
got  married  and  settled  in  Texarkana. 

Paid  by  the  mile.  Hunt  often  spent 
seven  days  a  week  on  the  road.  He  was 
hauling  a  load  between  St.  Louis  and 
Little  Rock  when  their  first  child, 
Jane,  was  born.  He  was  driving  a  few 
years  later  when  his  5-month-old  son 
Bryan  nearly  died  from  pneumonia. 

Hunt  made  around  $40  a  week.  To 
make  extra  money,  the  Hunts  sold 
flagstone,  cement  and  sod  from  their 
two- bedroom  house. 

In  the  late  1950s  the  loose  ends 
began  to  come  together.  Driving 
through  eastern  Arkansas,  Hunt  no- 
ticed farmers  burning  rice  hulls.  Re- 
membering his  sawmill  days,  he 
thought  the  rice  hulls  would  make 
good  litter  for  chicken  coops.  On  days 
off  he  spent  hours  designing  the  right 
system  to  grind  and  package  the  hulls. 

Once  he  came  up  with  a  design, 
Hunt  figured  he'd  need  $85,000  to 
build  his  packaging  plant.  He  raised 
the  money  by  selling  a  big  stake  in  the 
prospective  venture  to  one  of  their 
sod  customers,  Winrock  Enterprises, 
controlled  by  Winthrop  Rockefeller, 
who  later  became  governor  of  Arkan 
sas.  Hunt  sold  additional  shares  to 
chicken  farmers  and  feed  companies. 

Before  long,  however,  it  looked  as 
if  the  rice  hull  enterprise  would  be  a 
costlier  flop  than  the  livestock  barn 
had  been.  In  its  first  year  the  plant  lost    ^^ 
$19,000  on  $50,000  in  sales.   Re-  ■ 
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members  Johnelle:  "Everybody  told 
us  we  couldn't  keep  operating." 

Hunt  redesigned  his  packaging 
process  so  that  it  crunched  the  rice 
hulls  into  cheap  paper  sacks,  rather 
than  the  expensive  burlap  bags  he  had 
been  using.  That  did  the  trick.  The 
second  year  the  plant  earned  a  profit. 

Hunt  built  six  more  packaging  ma- 
chines. By  .the  late  1960s  he  was 
making  a  decent  living  fi^om  his  rice 
hull  operation,  then  considered  to  be 
the  biggest  of  its  kind  in  the  country. 
He  was  comfortable,  but  a  long  way 
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from  being  big  rich. 

Then,  in  1969,  a  manager  at  one  of 
Hunt's  rice  hull  customers,  Ralston 
Purina,  mentioned  to  Hunt  that  he 
was  having  trouble  with  the  trucking 
company  that  hauled  Ralston's 
dressed  chickens.  The  manager  sug- 
gested that  Hunt  buy  the  trucker's 
five  tractors  and  seven  refrigerated 
trailers;  Ralston  would  give  him  the 
hauling  contract.  Hunt  did.  He  was 
back  in  the  trucking  business,  but  this 
time  as  an  owner. 

But    soon    afiier,    Ralston    Purina 


shuttered  its  poultry-processing  oper- 
ation in  the  area,  leaving  Hunt  with  a 
fleet  of  refrigerated  trailers  and  no 
steady  customers. 

Hunt  eventually  switched  to  dry 
van  trailers  and  in  1971  acquired  the 
authority  from  an  Adanta  company  to 
haul  dry  goods.  But  he  couldn't  make 
money  in  the  business  because  the  old 
Interstate  Commerce  Commission's 
strict  regulation  of  trucking  made  it 
difficult  and  expensive  to  break  into 
new  markets.  In  1978  he  was  close  to 
getting  rid  of  his  moneylosing  truck- 


45 


,- 


J.B.  Hunt 


ing  division  when  Paul  Bergant,  a 
Chicago  lawyer  and  now  Hunt's  gen- 
eral counsel,  convinced  him  that  de- 
regulation was  in  the  air.  A  light 
flashed.  J.B.  Hunt  recalls  the  epipha- 
ny this  way: 

"It  dawned  on  me  that  if  all  these 
[icc]  regulations  were  lifted,  only  the 
low-cost  operators  would  survive." 

Consumed  by  that  vision.  Hunt 
started  applying  for  new  licenses.  He 
acquired  a  trucking  company  that 
brought  him  two  dozen  trucks  and 
ICC  licenses  covering  33  states. 

At  the  time  most  trucking  compa- 
nies relied  on  independent  truck  ow- 
ner/operators. To  better  control  op- 
erating costs  and  create  a  dependable 
work  force,  Hunt  built  a  fleet  of  com- 
pany-owned trucks,  driven  by  clean- 


people's  trucks.  From  the  beginning 
Hunt  treated  his  drivers  well.  He  gives 
them  a  five-week  training  program 
and  pays  them  28  cents  a  mile,  versus 
26  cents  for  other  trucking  compa- 
nies. The  difference  can  amount  to 
almost  $2,200  a  year  in  extra  income 
for  a  driver. 

Hunt  also  set  up  22  terminals  in, 
high-traffic  areas,  most  of  which  are 
equipped  with  showers,  laundry  facili- 
ties and  lunchrooms.  Drivers  for  most 
other  truckers  had  to  rely  on  crowd- 
ed— and  often  dirty — truck  stops. 
This  was  good  for  Hunt's  drivers  and, 
in  a  business  where  reliable  help  is 
hard  to  come  by,  good  for  Hunt. 
Other  competitors  like  Schneider  Na- 
tional and  Werner  Enterprises  have 
since  imitated  Hunt  in  setting  up  such 
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shaven,  uniformed  employees,  the 
better  to  impress  Sam  Walton  and  the 
other  corporate  customers  he  was 
courting.  All  Hunt's  workers  were 
nonunion  and  still  are.  Hunt  saved  on 
fuel — which  sucks  up  16%  of  a  truck- 
er's revenues — by  giving  monthly  bo- 
nuses to  drivers  who  consumed  less  by 
driving  55  miles  per  hour. 

In  1980  the  trucking  industry  was 
deregulated.  As  Hunt  had  foreseen, 
many  old-line  trucking  companies 
whose  high-cost  structures  had  been 
insulated  by  the  ice's  barriers  to  com- 
petition were  suddenly  crushed  by 
new  competitors  charging  cutthroat 
rates.  By  1981  Hunt  had  turned  losses 
into  $2  million  in  earnings  on  $30 
million  in  sales. 

In  1983,  at  56,  Hunt  sold  the  old 
rice  hull  chicken  litter  business  to  Eli 
Lilly  for  $2.4  million  and  took  the 
trucking  company  public.  Market  val- 
ue at  the  time:  just  $18  million, 
around  one-fortieth  of  its  value  today. 

Hunt  owes  part  of  his  success  to 
those  long,  hard  years  of  driving  other 


facilities  for  drivers. 

The  terminals  serve  another  pur- 
pose. They  facilitate  "slip  seating,"  in 
which  a  tired  driver  can  turn  over  a 
load  to  a  fresh  driver.  Slip  seating 
helps  keep  Hunt's  5,800  tractors 
working;  J.B.  Hunt  Transport's 
trucks  run  124,000  miles  a  year  on 
average,  versus  the  industry  average  of 
100,000  miles.  And  Hunt's  load  ratio 
averages  92%,  versus  88%  for  other 
truckers. 

Two  years  ago  J.B.  Hunt's  growing 
fortune  hit  a  wall.  Growth  had  stalled 
amid  rising  costs  and  increased  com- 
petition. Wall  Street  didn't  like — or 
didn't  understand — Hunt's  expan- 
sion plans,  which  included  acquisi- 
tions, foreign  ventures  and  an  alliance 
with  a  railroad.  Between  1987  and 
1990  the  company's  stock  lost 
around  half  its  value. 

But  J.B.  Hunt's  foresight  was  still 
20-20.  By  applying  early  for  Canadian 
authority  and  signing  a  joint  venture 
deal  with  a  Mexican  partner,  he  was 
able  to  offer  service  from  most  states 


into  Canada  and  Mexico.  That  looks 
smart  now  that  the  U.S.  has  a  free 
trade  agreement  with  Canada — and 
one  pending  with  Mexico. 

Hunt's  intermodal  deal  to  haul 
freight  in  partnership  with  the  rail- 
roads looks  just  as  smart.  In  the  past 
trucking  and  railroad  companies  were 
bitter  enemies,  batding  each  other  for 
a  share  of  the  country's  transportation 
market.  But  in  1989  Hunt  signed  a 
pathbreaking  deal  with  Santa  Fe  Rail- 
way to  offer  door-to-door  service  in 
the  California-to-Midwest  corridor. 
Hunt  now  has  alliances  with  seven 
railroads,  including  Burlington 
Northern,  Southern  Pacific,  Union 
Pacific  and  Conrail,  making  him  the 
leading  intermodal  carrier  in  the 
country.  J.B.  Hunt  Transport's  inter- 
modal division  should  supply  20%  of 
sales  this  year — and  25%  of  profits. 

"We  want  to  be  more  than  a  truck- 
ing company,"  says  Hunt,  twirling 
the  huge  globe  in  his  office.  "We 
would  like  to  be  a  full-service  trans- 
portation company.  The  world  is  ftiU 
of  opportunities . " 

Hunt  says  he  won't  step  down  until 
he's  75,  by  which  time  he  hopes  to 
make  millionaires  of  100  employees 
through  his  company's  thrift  plan. 
(Millionaires  to  date:  only  six.)  In  the 
meantime  he's  grooming  only  son 
Bryan,  34,  to  run  the  company  one 
day.  "Bryan  has  a  lot  to  learn,"  says 
Hunt,  "mostly  how  to  listen." 

J.B.  Hunt  still  lives  a  relatively  sim- 
ple life,  despite  his  wealth.  A  devout 
Baptist,  he  has  a  few  extravagances, 
including  a  pewter-colored  Lincoln 
limousine,  which  he  usually  drives 
himself,  and  his  bespoke  saddle  and 
riding  boots,  which  he  wears  while 
exercising  his  horse  Black  Jack  at  his 
1,900-acre  ranch,  among  his  900 
head  of  Santa  Gertrudis  cattle. 

Two  anecdotes  suggest  how  deeply 
Hunt  remembers  his  humble  origins.' 
Anecdote  One:  At  the  end  of  every 
business  day.  Hunt  asks  his  secretary 
for  the  company's  closing  stock  price 
on  Nasdaq  so  he  can  determine  his 
stock's  worth.  One  feels  he  still 
doesn't  quite  believe  the  figures. 

Anecdote  Two:  Hunt  keeps  a  wad 
of  $100  bills  in  his  gold  money  clip 
and  regularly  peels  one  off  to  people 
he  meets  who  are  in  need.  "I  was 
hungry  once,"  says  Hunt.  "And  once 
you're  hungry,  you're  different."  ^ 
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Yes.  I  would  like  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  Income 
Fund,  including  charges  and  expenses.  I  will  read 
it  carefully  before  I  invest  or  send  money. 

I  am  currently  a  Franklin  shareholder. 


Name 


Address 


City/State/Zip 


Daytime  Phone 


FOB92 

1268 


FRANKLIN      DISTRIBUTORS,      INC. 

Member  $63  Billion  Franklin  Group  of  Funds®  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 

t  Yield  based  on  earnings  of  the  fund's  portfolio  during  the  30  days  ended  7/31/92. 

f  f  Returns  for  the  period  ended  6/30/92  include  the  maximum  4%  sales  charge  and  assume  reinvestment  of  dividends  at  the  offering  price 

and  capital  gains  at  net  asset  value.  Investment  -etum  and  principal  value  will  fluctuate  so  that  your  shares,  when  redeemed,  may  be  worth 

more  or  less  than  their  original  cost.  Past  performance  cannot  guarantee  future  results. 

°  The  fund's  portfolio  includes  a  portion  of  lower-rated  and  unrated  corporate  bonds.  These  bonds  entail  a  greater  degree  of  risk  than 

investment  grade  securities,  as  explained  in  detail  in  the  fund's  prospectus. 


According  to  the  New  York  Times,  wealth  in  America 
has  been  concentrating  in  fewer  hands  almost  without 
interruption  since  the  1770s.  Ah,  if  only  good  numbers 
for  such  comparisons  actually  existed. 

Numbers  game 


By  John  Steele  Gordon 


John  Jacob  Astor 

Fur  trading,  real  estate.  NYC.  84.  Widowed,  8  children  (3  living).  Born  Waldorf, 
Germany,  settled  in  N.Y.  1784,  apprenticed  to  fur  trader;  soon  trading  on  own, 
greatest  in  country.  Expanded  trade  to  China,  often  cleared  $50,000/voyage. 
Invested  in  Manhattan  real  estate:  bought  cheap  land  north  of  city,  waited  for 
development  to  increase  values.  Made  emergency  loan  to  government  in  War  of 
1812,  drove  hard  bargain:  bought  Treasurys  at  deep  discount.  Withdrew  from 
declining  fur  trade  1830s.  Asked  about  regrets,  reported  answer:  only  regret  was 
not  having  bought  all  of  Manhattan.  Estimated  net  worth,  $25  million  (1847). 


If  The  Forbes  Four  Hundred  list  had 
been  around  for  150  years,  not  just 
the  last  10,  it  would  have  included  the 
wealthy  Americans  on  these  pages. 

Their  net  worths  seem  puny  in 
comparison  with  the  great  fortunes  of 
today.  William  Gates,  this  year's  rich- 
est .individual,  is  worth  over  $6.3  bil- 
lion. Sam  Walton's  heirs,  today's 
wealthiest  family,  $25.3  billion. 

Was  John  D.  Rockefeller  only  one- 
fifth  as  rich  as  Bill  Gates.>  Of  course 
not;  decades  of  inflation  make  old 
fortunes  and  new  ones  as  comparable 
as  apples  and  watermelons. 

Can  old-time  nominal  values  be 
translated  meaningftiUy  into  today's 
values?  Probably  not,  especially  in  an 
economy  as  dynamic  as  this  country's. 
But  this  doesn't  keep  economists 
from  trying.  Thus  the  New  York 
Times  recently  reported  that  owner- 
ship of  the  country's  wealth  by  the  top 
1%  of  Americans  grew  from  14.6%  in 
1774  to  36.3%  in  1989,  with  only  a 
few  interruptions  in  the  steady  pro- 
cess of  wealth  concentration. 

If  only  wealth  could  be  compared 
across  time  with  such  precision  as 
those  numbers  suggest.  But  over  time 
the  meaning  of  wealth  changes — 
partly  because  of  inflation  but  also 
because  of  changes  in  the  economy 
and  how  people  live. 

The  most  common  way  to  translate 
old  money  into  new  is  to  use  the 
Consumer  Price  Index,  which  has 
been  calculated  by  the  Department  of 
Commerce  all  the  way  back  to  1800. 
According  to  the  CPI,  $1  in  1847 
would  be  worth  $14  today,  making 
Jacob  Astor's  fortune  equivalent  to 
about  $350  million  in  today's  dollars. 
That  would  rank  Astor  three-fourths 
of  the  way  down  on  this  year's  Forbes 
Four  Hundred.  Moving  ahead  to 
1885,  William  Henry  Vanderbilt 
would  be  worth  $2.8  billion  today, 
close  to  Ronald  Perelman.  Carnegie: 
$7.5  billion,  ahead  of  Bill  Gates.  And 
John  D.  Rockefeller  an  impressive 
$10.4  billion,  making  him  the  richest 
one  of  all,  as  he  was  in  his  own  time. 

Unfortunately,  the  CTI  conversion 
method  has  a  major  drawback:  It 
doesn't  take  into  account  changes  in 
the  mix  of  things  people  buy. 

Consider,  for  instance,  the  writer 
Ralph  Waldo  Emerson,  a  contcmpo 
rary  of  Jacob  Astor.  Emerson  livcil 
on  an  income  of  about  $3,000  .i 
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AN  END  TO  MASSIVE  LAYOFFS 

AS  EXHIBITED  BY  THE  Chameleonidae  Dilepis. 


nature  of  business.  When  the  economy  goes,  so  do 
people.  But  layoffs  cost  money.  And  morale.  Not  the 
best  way  to  adapt  to  a  changing  business 
environment.  Olsten  has  the  solution:  flexibility. 
With  the  Olsten  Flexible  Workforce,  the  ability 
},  to  respond  effectively  to  economic  trends  is  built 
into  the  structure  of  your  company.  You're  never 
overstaffed  or  understaffed.  Instead, 
you  maintain  a  core  of  full-time  workers. 
Then,  when  production  increases  and 
needs  change,  Olsten  supplies 
you  with  appropriately  skilled 
temporary  workers.  You  get  the  job 
done  more  efficiently  and  economically. 
Morale  is  maintained.  AS  well  as  productivity. 

So  make  Olsten  your  partner  in  flexibility.  And 
prepare  your  company  for  the  future,  whatever 
changes  it  brings.  You  won't  have  to  let  people  go. 
Just  your  old  concepts  of  how  to  manage  them.     ©i9yiTiieoisiencorpo,aiionpr,™edinii,eLSAEO£;wF/HA' 


Temporary  Services 


THE     WORKING     SOLUTION^ 


51992  J.R  Morgan  &  Co.  Incorporated 


You've  heard  of  all 


the  legendary  fortunes 


that  began  in  a  garage. 


But  where  did  they 


go  from  there? 


arted  as  just  an  idea.  Which  grew  into  something  bigger.  And  something  bigger  still.  And 
re  long,  it  grew  into  a  good-sized  company.  The  kind  we've  been  helping  entrepreneurs 
d,  manage  and  sell  for  over  150  years.  How?  By  offering  private  banking  clients  everything 
1  generational  planning  to  employee  retirement  plan  services  with  the  same  level  of 
rition  that  serves  the  world's  largest  corporations.  Not  to  mention  the  same  analysts 
financial  strategists  that  serve  the  world's  largest  corporations.  In  hopes  that  one  day, 
I  be  serving  ■another  of  the  world's  largest  corporations.  If  you  have  assets  of  $5  million 
>wn  a  substantial  company,  call  Richard  B.  Jones,  TTJ  l%/¥^^-i^^V<^  »^ 
Morgan  California,  at  (213)489-9354.  Private  Banking    J  Jt    iVlUI  ^clfi 

*,  Wilmington,  Del.,  Palm  Beach,  Los  Angeles,  San  Francisco,  Biussels,  Frankfurt,  London,  Madrid,  Milan,  Nassau,  Paris,  Geneva,  Zurich,  Hong  Kong,  Singapore,  Tokyo 


Numbers  game 


William  H.  Vanderbilt 

Railroads.  NYC.  64. 
Married,  9  children.  Long 
thought  dolt  by  father,  ban- 
ished to  run  Staten  Island 
farm  while  the  Commodore 
made  millions  in  steam- 
boats. Reorganized  Staten 
Island  Railroad  into  prof-     < 
itable  enterprise,  showing 
talent  for  management. 
Brought  back  when  father 
took  over  New  York  & 
Harlem  Railroad.  Inherited 
$95  million  1877.  Now- 
infamous  "Public  be  dam- 
ned" remark  aberration 
provoked  by  hostile  report- 
er. Fortune  exceeds  as- 
sessed valuation  of  property 
in  Nebr.,  Colo.,  Nev., 
Ore.;  says  he  would  not  cross 
street  to  make  another 
million.  Estimated  worth 
$194  million  (1885). 


year — enough  to  maintain  him,  his 
wife,  his  mother,  four  children  and 
five  servants  in  a  spacious  house  on  6 
acres  in  Concord,  Mass. 

Here's  the  measurement  problem: 
Today's  equivalent  of  Emerson's  an- 
nual income,  according  to  Com- 
merce's CPi  figures,  is  about  $42,000. 
But  try  maintaining  four  children,  five 
servants,  one  wife,  a  mother  and  6 
suburban  acres  on  $42,000  a  year. 

Today  buying  such  a  basket  of 
goods  and  services  might  require  ten 
times  Emerson's  CPi-adjusted  in- 
come. So  is  a  factor  of  ten  right  for 
converting  mid- 19th-century  wealth 
into  current  values.^  If  so,  Astor's  for- 
tune would  be  equal  to  about  $3.5 
billion,  making  him  the  country's 
ninth-wealthiest  individual  on  this 
year's  list  (after  Warren  Buffett).  Of 
course,  this  conversion  method  has  its 
flaws.  For  example,  today  laundresses 
are  very  expensive  and  washing  ma- 
chines very  cheap.  That's  why  swiftly 
changing  technology  makes  translat- 
ing the  value  of  money  over  time  via 
the  CPI  ever  more  meaningless  as  the 
distance  in  time  increases. 

Perhaps  it  would  be  more  instruc- 
tive to  compare  each  era's  great  for- 
tune with  the  gross  national  product 
at  the  time — to  measure,  in  other 
words,  a  particular  fortune's  relative 
bulk  in  the  economy.  Granted,  this 


Andrew  Carnegie 

Steel.  NYC.  66.  Married,  I  daughter. 
Born  Dunfermline,  Scotland;  to  Penn- 
sylvania age  13.  Became  telegraph 
operator,  hired  by  Thomas  A.  Scott  of 
Pennsylvania  Railroad  as  personal 
operator,  secretary;  used  connection  to 
get  ahead,  build  nest  egg.  Got  rich 
three  ways.  I )  Used  depressions:  in 
1870s  bought  into  steel  business 
cheap;  in  1890s  enlarged  empire  to 
dominate  industry.  2)  Used  technol- 
ogy to  stay  low-cost  producer  for  3 
decades.  3)  Vertical  integration  kept 
costs  down,  profits  up.  Author;  wrote 
"he  who  dies  rich  dies  disgraced." 
Recently  sold  to  J.P.  Morgan,  who  said 
on  closing  deal,  "I  want  to  congratu- 
late you  on  being  the  richest  man  in  the 
world."  Thus,  major  worry:  how  to 
get  rid  of  $480  million  (I90I). 
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Put  our  Pendleton  wools  between 
you  ana  the  elements  —  ana  you're 
trenaproorea  ror  many  winters 
to  come.  Burgundy  border  jacket 
witb  grey  shadow  stripe,  175.00 
and  navy-sage  sweater,  82.50 
Botn,  M,  L,  XL.  Red  Rose  Service 
Personal  Shopping,  1-800-348-6940 


n.SWNA'TUREof' 

American 


The  Right  Balance. 


Resources  alone  do  not  determine 


which  bank  can  best  meet  your 


needs.  Financial  strength  must  be 


matched  by  strength  of  character 


At  Bank  of  America,  we  strive  to 


strike  the  right  balance,  with  global 


financial  services  delivered  by  people 


committed  to  helping  you  achieve 


your  long-term  objectives. 


The  Golden  Gate  Bridge, 
photographed  by  Morley  Baer. 


m 

Bank  of  America 


Numbers  game 
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gets  messy,  too.  gnp  was  first  officially 
calculated  in  1929  (just  in  time  for  the 
country  to  watch  it  go  into  the  tank). 
Historical  statisticians  have  carried  it, 
with  decreasing  precision,  as  far  back 
as  1869.  For  earlier  dates,  only  fairly 
crude  estimates  can  be  made. 

By  the  gnp  measure,  Astor's  for- 
tune (very  roughly)  was  probably  just 
under  1%  of  America's  GNP  during 
Astor's  day.  Vanderbilt  had  a  net 
worth  equal  to  maybe  1.7%  of  gnp, 
Carnegie  2.3%,  and  Rockefeller  1.6%. 

By  this  measure,  today's  megarich 
people  are  pikers.  The  five  Walton 
heirs  combined  equal  less  than  0.5% 
of  today's  GNP.  Or,  to  put  it  another 
way:  If  Bill  Gates'  net  worth  was  as 
large  relative  to  the  economy  as  An- 
drew Carnegie's,  Gates  would  be 
worth  over  $120  billion. 

Let's  try  one  more  way  of  convert- 
ing old  wealth  into  modern  terms. 
Consider  the  income  a  fortune  threw 
off,  and  measure  it  in  relation  to  the 
average  per  capita  income  of  the  time. 

Using  this  income-from-capital  ap- 
proach, Astor  would  have  had  an 
income  of  about  $1  million  in  1847; 
at  the  time,  America's  per  capita  in- 
come was  around  $125  (again  very 
roughly).  So  Astor  would  have  had 
something  on  the  order  of  8,000 


times  as  much  in  yearly  income  as  the 
average  citizen. 

Vanderbilt's  take,  had  he  invested 
solely  in  U.S.  Treasurys,  then  paying 
3  V2%  to  4%,  would  have  equaled  more 
than  35,000  times  the  per  capita  in- 
come. His  actual  income,  based  on  his 
New  York  Central  Railroad  stock  and 
bonds,  government  bonds  and  other 
securities,  was  about  $10.35  million  a 
year,  more  than  50,000  times  per 
capita  income. 

Carnegie's  1901  income  would 
have  been  more  than  35,000  times. 
Rockefeller's  in  1918:  63,000  times, 
if  you  look  at  his  pretax  earnings.  But 
he  would  also  have  paid  back  70%  in 
federal  income  taxes  in  1918,  reduc- 
ing him  to  some  20,000  times  pretax 
per  capita  income. 

Today.>  If  Bill  Gates  were  able  to 
trade  all  his  Microsoft  stock  in  a  capi- 
tal-gains-tax-free exchange  for  tax- 
free  municipal  bonds.  Gates  would 
have  an  aftertax  income  of  some  $400 
million,  equal  to  about  27,000  times 
today's  U.S.  per  capita  income.  Inter- 
estingly, this  multiple  is  one-third 
higher  than  Rockefeller's  fully  taxed 
figure  in  1918.  But  it  is  only  about 
three-fourths  of  Carnegie's,  and  40% 
of  Vanderbilt's  historical  income. 

What,  if  anything,  does  all   this 


John  D.  Rockefeller 
Oil.  NYC.  79.  Married,  4  children. 
Born  Richford,  N.Y.,  became  book- 
keeper in  Cleveland  commission 
house,  near  booming  Pa.  oilfields,  left 
to  concentrate  on  oil.  With  Henry 
Flagler,  Stephen  Harkness  and  others 
organized  Standard  Oil  Co.  1870. 
Perfected  privately  enforced  industrial 
monopoly.  Decade  later  controlled 
over  80%  of  oil  business.  Standard  Oil 
Trust  organized  1882;  Supreme 
Court  declared  it  illegal  1911.  Shares  of 
33  successor  companies  doubled  in 
value  first  year  after  breakup.  Ida  Tar- 
bell  may  have  induced  change  of  style: 
spent  years  giving  to  charity.  Dimes  to 
newsboys,  millions  to  colleges.  Esti- 
mated worth  $1.2  billion  (1918). 


mean?  If  you're  a  cynic,  it  means  that 
when  dealing  with  individual  wealth 
over  long  periods  of  time,  you  can 
make  the  numbers  support  just  about 
any  conclusion  you  want  to  reach. 
That's  worth  remembering  in  this 
political  season,  when  economists 
start  talking  about  the  growing  con- 
centration of  wealth  in  America. 

On  a  less  cynical  note,  though,  it 
seems  fair  to  conclude,  however  ten- 
tatively, that  wealth  now  is  much 
more  widely  distributed  through  the 
population  than  it  ever  was.  Yes,  diere 
are  more  great  fortunes,  but  there  are 
also  more  people  and  the  economy  is 
much  larger.  The  middle  classes  are 
very  much  richer  today.  Risk  has  been 
socialized;  everyone  today  enjoys  so- 
cial safety  nets  that  could  not  have 
been  imagined  a  century  ago.  Yet 
somehow  these  measures  of  wealth 
rarely  find  their  way  into  the  wealth 
and  income  distribution  debate.  (See 
related  story,  p.  78.) 

While  we're  at  it,  here's  a  final  way. 
to  judge  the  relative  weight  of  for- 
tunes over  time.  William  Henry  Van- 
derbilt, who  inherited  what  was  then 
the  largest  fortune  in  America,  died 
suddenly  at  his  Fifth  Avenue  mansion 
in  December  1885.  The  next  day  the 
New  York  Times  devoted  its  entire 
front  page  to  that  story.  By  compari- 
son, when  Sam  Walton  died  in  April, 
the  77w«gave  him  5%  of  page  one. 

Was  Vanderbilt  20  times  wealthier 
than  Walton?  Maybe  he  was.  ^ 
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The  Great  Council  Chamber 

In  The  Doge's  Palace  In  Venice  Is  177  Feet  Long, 

82  Feet  Wide  And  50  Feet  High. 


Even  Alitalia^  Business  Class  Isn't  That  Spacious. 


Alitalia's  Business  Class  has  the  ease  and  air 

of  an  elegant  private  club. 

There's  a  spaciousness  and  openness  unsurpassed 

by  any  other  airline. 

All  Widebodies. 

Sitting,  standing,  walking,  you  are  only 

as  close  to  other  people  as  you  want  to  be  on  our  all- 

widebody  fleet  to  Italy 

Un-^drline-like  Food. 

There  is  food  that  celebrates 

the  glories  of  Italy's  great  regional  cooking, 

wines  from  our  most  extraordinary  cellars  and  an 

inviting  food  island  laden  with  fresh  hors  d'oeuvres. 

All  Nonstops. 

Alitalia  flies  the  most  nonstops  from 

New  York,  Boston,  Miami,  Chicago  and  Los  Angeles 

to  Rome  and  Milan. 

No  wonder  more  people  fly  Alitalia  nonstop 

to  Italy  than  any  other  airline. 

There  was  an  art  to  the  way  they  designed 

business  rooms  in  Italy  in  the  old  days.  Alitalia  just 

made  it  modern. 

For  information  or  reservations,  call 

your  travel  agent  or  Alitalia  at  1-800-223-5730. 


Alitalia  is  a  participant  in  the 

mileage  programs  of 

Continental,  United  and  USAir. 


/Ilitalia^ 


Alitalia   first.  The    rest  is    easy. 


What  happens  to  the  children  and  grandchildren  of  extremely  wealthy 
people?  The  descendants  of  the  five  Houston  oilmen  who  formed 
the  legendary  Humble  Oil  &  Refining  Co.  provide  some  answers. 

Humble  pie 


By  William  P.  Barrett 


Call  it  the  world's  most  inappropri- 
ately named  corporation.  Humble  Oil 
&  Refining  Co.  was  organized  in 
1917  by  five  fiercely  determined 
Houston  oilmen  who  not  only  per- 
sonified Texas  oil  but  built  the  engine 
that  would  make  Standard  Oil  Co.  of 
New  Jersey — now  Exxon — the  coun- 
try's most  profitable  corporation. 

The  partners  became  fabulously 
wealthy,  the  vanguard  of  the  Texas 
superrich.  They  built  grand  mansions, 
founded  private  schools,  defined  cor- 
rect Houston  society.  In  Houston 
their  names  adorn  streets,  art  galler- 
ies, college  facilities  and  hospital 
wings.  You  can  find  their  resting 
places  at  elite  Glenwood  Cemetery, 
on  the  banks  of  Buffalo  Bayou,  just  off 
Houston's  shimmering  downtown: 
William  Stamps  Parish  (1881-1942), 
Robert  Lee  Blaflfer  (1877-1942), 
Ross  Shaw  Sterling  (1875-1949)  and 
Harrv  CarothersWicss  (1887-1948). 
The  fifiJi,  Walter  W.  Fondren  (1877- 
1939),  was  also  buried  there,  but  was 
later  reinterred  across  town. 

What  of  their  heirs  and  heiresses? 


These  days,  with  a  few  exceptions,  the 
founders'  families  go  largely  unno- 
ticed— not  because  they're  not  well 
off,  but  because  lots  of  other  Texans 
and  other  Americans  are  just  as  well 
off,  if  not  better  off.  Forbes  estimates 
the  125  or  so  descendants  collectively 
are  worth  about  $1.2  billion,  includ- 
ing some  10.8  million  shares  of  Exxon 
Corp.,  worth  about  $680  million. 
(An  original  $100  share  of  Humble 
stock  is  now  worth  more  than 
$30,000  of  Exxon.) 

The  overall  figure  indicates  an  aver- 
age net  worth  of  nearly  $10  million 
per  descendant — although,  like  all  av- 
erages, this  one  obscures  some  inter- 
esting extremes.  As  the  fourth  genera- 
tion matures,  many  of  the  Humble 
founders'  descendants  will  be  living 
solidly  upper-middle-class  lives. 

Humble  Oil's  founders  were  a  di- 
verse lot.  Blaffer,  a  stylish  dresser  who 
came  from  a  prominent  New  Orleans 
family,  started  out  in  the  coal  business 
but  quickly  saw  the  potential  of  oil.  It 
was  in  a  Beaumont,  Tex.  rooming- 
house  in  1902,  the  year  after  the  great 


FROM  LEFT: 

iam  S.  Parish,  Walter  W.  Fondren, 
Robert  L.  Blaffer,  Ross  S.  Sterling 
and  Harry  C.  Wiess 

RIGHT: 

An  early  company  facility 

$1  of  Humble  stock  in  1917 

is  now  worth  $300  of  Exxon. 


Spindletop  oilfield  discover}',  that  he 
met  Farish,  a  newly  minted  Mississip- 
pi lawyer  and  great-nephew  of  Jeffer- 
son Davis.  The  courtly  Farish  was 
monitoring  Spindletop  developments 
for  an  uncle  but  quickly  decided  he 
wanted  to  work  for  himself 

Blaffer  and  Farish  formed  a  partner- 
ship, moved  to  Houston  and  success- 
fijlly  drilled  for  oil  and  speculated  in 
leases.  "Next  to  W.S.  Farish,"  the 
Houston  Post  reported  in  1909,  "R. 
Lee  Blaffer  is  the  best  catch  in  town." 
(Blaffer  soon  married  the  daughter  of 
a  Texaco  founder.) 

Orphaned  at  age  10,  Tennessee: 
born  Walter  Fondren  became  a  tal- 
ented independent  driller,  the  true 
oilman  of  the  group,  it  was  said.  Un- 
dercapitalized but  with  a  nose  for  oil 
and  hard  work,  he  sometimes  drilled 
on  parcels  smaller  than  a  large  bed. 

Harr)'  Wiess  was  a  Beaumont  native 
(age  13  when  Spindletop  came  in,  he 
watched  the  oilfield  action),  the  only 
second-generation  oilman  among  the 
five  and  the  best  educated.  He  earned 
a    civil    engineering    degree     from 
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Princeton  before  returning  to  run  his 
father's  small  oil  business. 

Charismatic  Ross  Sterling  rounded 
out  the  gang,  the  only  founder  born 
in  the  Houston  area — and  into  pover- 
ty. He  had  surmounted  business  fail- 
ure— the  great  Galveston  hurricane  of 
1900  wiped  out  his  produce  commis- 
sion business — to  make  a  small  for- 
tune providing  oilfield  workers  with 
food  and  banking  services.  He  then 
started  investing — successfully — in 
the  wells  themselves. 

By  1916  the  five  men  were  sea- 
soned operators  in  the  rough-and- 
tumble  oil  exploration  and  produc- 
tion business.  They  operated  inde- 
pendendy  but  also  together  in  various 
small  companies  and  partnerships. 
That  produced  many  interlocking  in- 
terests— and  a  common  problem.  Of- 
ten they  had  no  way  of  getting  the  oil 
from  their  wells  to  market,  except  at 
stiff  rates  t!hrough  monopoly  pipe- 
lines. Acting  separately,  they  were  too 
small  to  build  a  pipeline,  or  a  refinery. 
But  together? 

Led  by  Parish,  the  five  decided  to 


pool  their  interests.  Each  of  them 
contributed  assets — wells,  leases, 
equipment,  production — and  got 
back  stock  in  a  six-year-old  company 
founded  by  Sterling,  who  at  the  time 
•was  the  most  prosperous  of  the  five. 
The  company  had  been  named  for  a 
modest  salt-dome  oilfield  just  north 
of  Houston,  near  a  town  that  in  turn 
had  been  named  for  an  obscure  justice 
of  the  peace,  one  Pleasant  Humble. 

The  reorganized  company,  Hum- 
ble Oil  &  Refining  Co.,  was  launched 
in  early  1917  with  $4  million  in  stock 
and  Sterling  as  president.  Sterling  and 
his  family  got  26%  of  the  shares;  the 
Wiess  family,  12%;  Parish  and  his  two 
brotiiers,  11.5%;  Blaffer,  about  10%; 
and  Pondren,  6.5%.  The  other  one- 
third  went  to  numerous  lesser  part- 
ners— and  an  employee  stock  owner- 
ship plan. 

Only  $18,000  sat  in  tiie  bank.  To 
expand,  a  search  for  new  fiinds  com- 
menced. One  day  in  1918  Parish  tele- 
graphed Sterling  from  New  York: 
"Had  lunch  today  with  the  father  of 
diem  all.  .  .  .  If  you  have  no  objec- 


tion, I  will  talk  to  him  fijrther  about 
it." 

The  "father"  was  Parish's  code 
name  for  Walter  Teagle,  head  of  John 
D.  Rockefeller's  Standard  Oil  of  New 
Jersey.  Shorn  of  its  oil-producing  op- 
erations by  the  famous  Supreme 
Court-ordered  breakup  of  1911,  Jer- 
sey Standard  was  left  with  refineries 
and  plenty  of  capital.  Humble,  by 
contrast,  needed  capital  and  down- 
stream assets  but  had  lots  of  oil. 

So  a  historic  deal  was  cut.  In  late 
1919  Jersey  bought  bare  majority 
control  of  Humble  for  $17  million. 
The  gang  of  five  w  tre  happy  to  be 
diluted:  Their  investment  had  in- 
creased more  than  300%  in  just  two 
years.  Along  with  liquidity  for  their 
remaining  holdings.  Humble  Oil's 
founders  still  had  a  big  chunk  of 
their  company,  management  salaries 
and  stock  options,  a  market  for 
Humble's  oil  and  the  financial  back- 
ing to  build  in  nearby  Baytown  what 
would  become  one  of  the  world's 
largest  refineries. 

"R.S.,  1  hear  that  Standard  is  going 
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George  Bush  (left) 
and  Will  Parish  III 
hunting  together 
Trustor  and 
trustee. 


Jane  Blaffer  Owen 
Helped  restore 
New  Harmony,  Ind. 


to  take  you,"  an  acquaintance  told 
Sterling  after  the  deal  was  announced. 
"Hell,"  Sterling  growled,  "we're  go- 
ing to  take  over  the  Standard." 

He  wasn't  far  off.  Humble  became 
Jersey  Standard's  largest  operating 
unit.  Thanks  partly  to  Texas'  strict 
antitrust  law,  the  founders  operated 
Humble  with  remarkable  autonomy; 
it  even  remained  publicly  traded  until 
1959,  when  Jersey  Standard  bought 


in  the  minority  stock.  Propelled  by 
the  demands  of  the  automobile  age, 
Humble's  daily  production,  fewer 
than  10,000  barrels  in  1917,  would 
become  the  largest  in  Texas — and 
eventually  the  U.S. 

Soon  the  big  homes  were  going  up 
in  Houston.  Blaffer,  Parish  and  Wicss 
erected  grand  mansions  in  Shadyside, 
a  walled-in  enclave  across  Sunset 
Boulevard  from  what  is  now  Rice 


University.  Fondren  built  a  large 
home  a  mile  away  on  a  whole  city 
block  on  Montrose  Boulevard.  Ster- 
ling built  a  dramatic  home  around  the 
corner  on  Yoakum  Boulevard  in  a 
subdivision  he  himself  developed. 

Then  Sterling  made  a  big  mistake. 
He  sold  his  entire  Humble  holdings 
in  1925  to  concentrate  on  his  many 
other  businesses,  which  included  the 
Houston  Post-Dispatch,  a  radio  sta- 
tion, a  railroad  and  real  estate,  and  to 
enter  poUtics.  When  he  was  elected 
Texas  governor  in  1930,  published 
accounts  put  his  net  worth  at  nearly 
$50  million;  adjusted  merely  for  infla- 
tion, the  fortune  today  would  be 
worth  $400  million.  But  during  his 
single  two-year  gubernatorial  term, 
an  overextended  Sterling  lost  it  all, 
unable  to  cover  debts  as  the  Depres- 
sion worsened. 

Sterling  left  office  in  1933  flat 
broke,  but  he  started  over.  At  age  58 
he  borrowed  a  Fondren  family  rig  and 
started  drilling  again.  As  if  in  a  movie, 
he  hit  a  gusher,  which  became  the 
basis  of  Sterling  Oil  Co.,  later  sold  to 
Tenneco.  When  he  died  in  1949  at 
the  age  of  74,  his  heirs  weren't  super- 
rich,  but  they  were  well  provided  for. 
Today  there  are  maybe  25  direct  de- 
scendants. Including  the  heirs  of  his 
many  siblings,  the  Sterling  extended 
family  has  a  combined  worth  of  may- 
be $70  million. 

For  his  part.  Will  Farish  went  over 
to  Jersey  Standard,  moving  to  New 
York  with  his  wife  and  two  children, 
Martha  and  Will  Jr.,  in  the  early 
1930s.  After  a  stint  as  Jersey  Stan- 
dard's chairman,  he  was  serving  as 
president  when  a  heart  attack  felled 
him  in  1942,  at  age  61 .  Will  Jr.  died  in 
a  military  air  show  crash  the  following 
year  in  Texas — witnessed  by  Will  Jr.'s 
wife  and  4-year-old  son.  Will  III. 
Nearly  a  half-century  later,  though,, 
no  other  direct  Farish  heir  has  died,, 
one  reason  the  Farish  family  is  now 
the  richest  of  the  Humble  brood,  with 
an  estimated  net  worth  of  $400  mil- 
lion (see  Farish  family) . 

Another  reason:  Will  Farish  had 
founded  W.S.  Farish  &  Co.  in  1929  to 
oversee  the  family  fortune.  It's  still  in 
existence  and  is  headed  by  Will  III, 
now  53,  one  of  the  few  Humble 
descendants  who  have  worked  active- 
ly and  successfully  to  increase  their  net 
worth.  The  firm  manages  an  cstimat- 
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One  reason  for  our  long  history  of  success  is 
we're  open  to  innovation.  Today  our  people 
manage  risk  by  hedging  with  CBOT  Treasury 
futures.  They  give  us  an  edge." 
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)hn  Hancock,  one  of  the  country's  oldest  financial  institutions,  is  also  one  of  the  leading  underwriters  of 
uaranteed  Investment  Contracts  for  pension  funds.  They  believe  in  both  prudent  investing  and  innovative 
linking.  "We  hire  the  best  and  the  brightest  people.  We  ask  them  to  find  new  ways  to  preserve  investment 
uality  and  deliver  superior  performance,"  says  Foster  Abom.  Hancock  has  made  CBOT  T-Bond  and  T-Note 
itures  an  important  piece  of  their  program  for  matching  the  duration  of  assets  and  liabilities  in  their  QIC 
ortfolio.  "CBOT  futures  help  us  control  our  primary  interest  rate  exposure,"  continues  Abom.  "They're  an 
ssential  risk  management  tool." 

To  find  out  how  Treasury  futures  can  give  you  a  competitive  j^*.    Q\x\jr^r\c\  Roafd  Of  Trdd^ 


(ige,  call  for  a  copy  of  "Treasury  Futures  for  Institutional  Investors"  at 
-SOO-THE-CBOT,  ext.  6004,  or  1-312-435-3558,  ext.  6004. 


Humble 


ed  $400-million-plus  of  family-relat- 
ed accounts,  including  the  $90  mil- 
lion in  the  Parish  Fund  foundation. 
For  years  the  family  company  had  at 
least  one  outside  account:  the  blind 
trust  of  George  Herbert  Walker  Bush, 
a  longtime  friend  of  Will  III.  Several 
of  Farish's  children  work  in  the  Bush 
reelection  campaign.  Farish's  stand- 
ing in  the  horse  world  is  also  quite 
high;  he  has  hosted  Queen  Elizabeth 
at  his  huge  horse  farm  near  Versailles, 
Ky.,  where  she  was  looking  at  promis- 
ing stock. 

Unlike  the  Farishes,  most  of  the 
other  Humble  heirs  and  heiresses 
have  been  less  concerned  with  making 
money  than  using  it.  Take  the 
Blaffers,  whose  net  worth  appears  to 
be  about  $250  million.  Robert  Buf- 
fer's eldest  daughter,  Jane  Blaffer 
Owen,  has  poured  millions  into  re- 
storing New  Harmony,  Ind.,  a  19th- 
centun^  communal  town  founded  by 
her  husband's  ancestors.  Her  younger 
sister,  Titi,  has  been  married  several 
times;  her  present  husband  is  a  titled 
European  prince,  making  her  official- 
ly a  Serene  Highness.  A  Blaffer  family 
foundation  in  Houston  mounts  trav- 
eling art  exhibitions. 

One  of  founder  Blaffer's  dozen  or 
so  grandchildren,  Sarah  Blaffer  Hrdy, 
became  a  noted  anthropologist.  But 
another  grandchild  ended  badly:  In 
1990  Robert  Blaffer  II,  30,  was  found 
dead  in  his  Houston  house  of  a  gun- 
shot wound  to  the  head,  leaving  a  $9 
million  estate.  Authorities  ruled  it 
suicide,  but  some  family  members 
continue  to  insist  it  was  murder.  The 
probate  proceeding  has  been  messy. 

What  of  Harry  Wiess'  18  or  so 
descendants.^  They're  together  worth 
perhaps  $210  million.  For  years  the 
emblem  of  the  Humble  families' 
wealth  was  the  Stables,  the  weekend 
country  estate  that  Harry  Wiess  creat- 
ed in  the  early  1930s,  8  miles  west  of 
downtown  Houston,  next  to  Memo- 
rial Park.  Until  World  War  11  Hous- 
ton's elite  gathered  on  weekends  at 
the  Stables  for  fun  and  frolic.  Today 
the  Stables  have  been  turned  into  an 
upmarket  real  estate  development 
half-owned  by  Wiess  heirs. 

Shy  like  their  father,  Harry  Wiess' 
children  have  generally  kept  out  of  the 
news,  although  his  youngest  daugh- 
ter, Margaret,  did  make  a  dynastic 
move.  In  1945  she  married  James  A. 


Jim  and  Margaret  Wiess  Elkins  (top); 

Caroline  Wiess  Law 

Their  family  estate, 

the  Stables, 

defined  Houston  society. 


Elkins  Jr.,  son  of  the  famous  Judge 
J. A.  Elkins,  Houston  power  broker 
par  excellence  for  most  of  the  20th 
century  and  founder  of  the  giant  Vin- 
son &  Elkins  law  firm.  The  judge  also 
founded  what  became  First  City  Ban- 
corp, of  Texas,  a  leading  lender  to 
energy  companies.  J.A.  Elkins  Jr.  was 
its  chief  executive  officer  when  First 
City  collapsed  in  1988,  wiping  out  a 
million-share  stake  once  worth  up- 
wards of  $25  million.  Fortunately, 
Elkins  and  his  wife  had  been  investing 
for  years  with  talented  money  manag- 
er Fayez  Sarofim  and  could  absorb  the 
loss.  They  now  live  quietly  on  a  14- 


acre  estate,  one  of  Houston's  biggest. 

A  second  Wiess  daughter,  Caro- 
line, married  an  Oklahoma  oilman. 
Childless,  and  widowed  since  1989, 
she  is  comfortably  fixed.  The  third 
Wiess  daughter,  Elizabeth,  died  in 
1985,  leaving  a  $51  million  estate. 
One  daughter,  Sandra,  was  the  sec- 
ond wife  of  former  U.S.  Commerce 
Secretary  Robert  Mosbacher. 

Wiess'  widow,  Olga,  gave  the  Wiess 
family  mansion,  a  huge  Mediterra- 
nean-style villa  at  the  corner  of  Main 
Street  and  Sunset  Boulevard,  to  Rice 
University  across  the  street.  But  it  has 
remained  empty  for  two  decades, 
thanks  to  tight  deed  restrictions  and 
the  cost  of  upkeep.  Olga  died  in  1979, 
leaving  a  $37  million  estate. 

Three  years  later,  Walter  Fondren's 
widow,  Ella,  died  with  an  estate  val- 
ued at  $64  million.  The  most  notable 
living  descendant  is  Walter  Fondren 
III — handsome  former  All-American 
football  player  at  the  University  of 
Texas,  one  of  Walt  Jr.'s  four  kids. 
Now  in  his  mid-50s,  Walt  III  tried  to 
augment  his  inheritance  by  investing 
in  a  large  number  of  real  estate  proj- 
ects in  Houston  and  other  places.  But 
the  real  estate  collapse  got  him.  In 
1989  he  filed  for  Chapter  7  bankrupt- 
cy, a  straight  liquidation.  Texas'  gen- 
erous homestead  exemption  laws  al- 
lowed him  to  keep  a  fancy  home,  and 
creditors  were  unable  to  reach  trust 
income  or  principal.  But  he  was 
forced  to  sell  his  nonexempt  posses- 
sions, even  his  exclusive  River  Oaks 
Country  Club  membership  (for 
$15,500). 

The  Fondrens,  who  are  probably 
still  worth  $250  million,  have  reflect- 
ed the  times  in  other  ways.  The  stately 
Fondren  mansion  on  Montrose  Bou- 
levard is  now  La  Colombe  d'Or,  an- 
other overpriced  restaurant  that  ca- 
ters to  ascending  members  of  Hous- 
ton's nouveau  aristocracy.  Some 
Fondren  clan  members  still  boycott 
the  place. 

Like  the  economy  they  mirror, 
great  American  fortunes  flow  and 
ebb,  and  rarely  flow  into  the  same 
hands  again.  As  the  economy  ex- 
pands, so  does  the  number  of  wealthy 
people,  with  the  result  tliat  modest 
fortunes  become  rather  common- 
place. Or  to  put  it  another  way,  rest- 
ing on  one's  laurels  can  be,  well, 
Humble-ing.  §■ 
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Just  watching  guys  trek  across  frozen  glaciers 
on  TV  gives  you  the  chills.   You're  into  more 
everyday -type  challenges.  Like  getting  a  dollar's 
worth  oj  value  Jot  every  dollar  you  spend.    Which  is  why, 
ij you're  going  to  spend  it  on  outerwear,  you  should  look 
for  the  Gore-Tex®  outerwear  hangtag. 

Gore-Tex  outerwear  is  engineered  to  last  years  longer 
than  ordinary  outerwear.  It's  versatile  enough  to  wear 
anywhere,  in  any  weather.  And,  of  course,  it's  guaranteed 
waterproof  and  breathable.   The  truth  is,  you  don't  have  to 
be  an  outdoor  fanatic  to  buy  Gore-Tex 
outerwear.  You  have  to  be  a  quality  fanatic 
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Most  people  think  charity  means  writing  a  check. 
Portland  businessman  and  philanthropist  Robert  Pamplin  Jr. 
argues  that  successful  business  people  have  more  to  bring 
to  the  table  than  simply  money. 

Creative 
philanthiropy 


By  John  H.  Taylor 

For  Evelyn  Collins,  there  was  only 
one  place  left  to  turn.  The  Internal 
Revenue  Service  was  threatening  to 
close  the  day  care  center  she  and  her 
late  mother  had  run  in  an  impover- 
ished section  of  northwest  Pordand, 
Ore.  for  more  than  40  years.  Her 
crime:  Plagued  by  periodic  cash 
shortages,  the  center  had  failed  to  pay 
employee  withholding  taxes.  Now 
the  IRS  wanted  its  money,  which 
meant  Collins  would  have  to  shut 
down  care  for  50  children  of  the  area's 
working  mothers. 

So  it  was  that  Collins  found  herself 
on  the  phone  in  1990  to  Robert 
Boisseau  Pamplin  Jr.,  Portland  busi- 


nessman, philanthropist,  Forbes  Four 
Hundred  member  and  minister. 

"Evelyn  owed  the  iRS  about 
$25,000,"  PampUn  recaUs.  "But 
what  she  really  needed  was  not  just 
the  money  but  someone  who  could 
go  to  the  IRS  for  her  and  straighten 
things  out." 

Pamplin  himself  volunteered  for 
the  job .  He  met  with  local  IRS  officials, 
explained  that  Collins,  who  was  in  her 
late  70s,  had  not  intended  to  cheat  the 
government,  and  worked  out  a  new 
repayment  schedule.  Pamplin  also 
wrote  some  checks.  He  paid  most  of 
the  back  taxes  and  gave  Collins  some 
money  to  fix  up  her  center.  But  it  was 


ThePamplins, 
Robert  Sr.  (right) 
and  Robert  Jr. 
"Business 
people  have  to 
take  that  entre- 
preneurial spirit 
they  applied 
to  business 
and  apply  it 
to  charity." 


the  application  of  Pamplin's  business 
skills  that  saved  the  center. 

"Business  people  have  to  take  the 
entrepreneurial  spirit  that  they  ap- 
plied to  business  and  apply  it  to  chari- 
ty," says  Pamplin,  now  51.  "That's 
what  real  charity  is  all  about.  I'm 
trying  to  show  that  this  can  be  done 
creatively  and  successftiUy,  and  1 
would  challenge  other  Forbes  Four 
Hundred  members  to  do  the  same." 

If  the  Pamplin  name  rings  a  bell,  it's 
probably  because  Pamplin's  father, 
Robert  B.  Pamplin  Sr.,  ran  Georgia- 
Pacific  Corp.  from  1957  until  his 
retirement  in  1976.  In  retirement  he 
bought  up  under\'alued  textile  mills, 
17  altogether.  Meanwhile,  son  Bob 
made  $1  million  investing  in  the  stock 
market  in  the  mid-1960s,  then  par- 
layed that  into  a  larger  fortune  buying 
and  selling  timberland  in  the  South- 
east and  farmland  in  Oregon. 

Together,  father  and  son  now  run 
R.B.  Pamplin  Corp.,  which  includes 
the  textile  mills,  a  sand  and  gravel 
company  and  a  concrete  and  asphalt 
manufacturer.  The  company  employs 
5,500  people,  has  annual  sales  of 
$573  million  and  is  worth  an  estimat- 
ed $575  million. 

The  elder  Pamplin  and  his  wife  are  a 
deeply  religious  couple  who  taught 
their  son  that  he  had  an  obligation  not 
only  to  better  himself  but  also  to  help 
those  around  him.  "What  I  know 
how  to  do  is  nm  a  company,"  the 
senior  Pamplin,  now  80,  says,  "but 
that  also  meant  I  was  responsible  for 
seeing  that  my  employees  were  given 
a  place  to  learn  and  an  opportunity  to 
improve  their  lot  in  life." 


I 
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18  K  Gold  and  Steel 
Collection 

RAYMOND  WEIL 

GENEVE 


18  K  Gold 

and  stainless  Steel. 
Sapphire  crystal. 
Water  resistant 
to  90  ft. 
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18  K  Gold  and  Stainless  Steel. 

Bezel  and  dials  set  with  genuine  diamonds. 

■  Mother  of  pearl  dials. 

■  Sapphire  crystal. 
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■  18  K  Gold  and  Stainless  Steel. 

-  Bezel  and  dials  set  with  genuine  diamond' 

-  Black  dials. 

■  Sapphire  crystal. 


■  18  K  Gold  and  Stainless  Steel  Chronograph. 

■  Automatic  movement. 
-  Water-resistant  to  160  feel. 

■  Sapphire  crystal. 


RAYMOND  WEIL 


GENEVE 


18  K  Gold  and  Sleel 
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Both  father  and  son  devote  nearly 
as  much  time  to  philanthropy  as  to 
business.  Each  year  they  give  away 
10%  of  the  pretax  income  of  their 
holding  company,  as  well  as  a  substan- 
tial amount  of  their  personal  income. 
In  1986  they  donated  over  $10  mil- 
lion to  Virgipia  Polytechnic  Institute, 
from  which  Robert  Pamplin  Sr.  grad- 
uated in  1933. 

For  the  Pamplins,  writing  a  check 
is  not  enough.  They  think  business 


sk'lls  are  as  valuable  as  money  to  a 
charity — and  in  many  cases,  more  so. 
In  1971,  for  example.  Bob  PampUn 
Jr.,  then  only  30  years  old,  saved  the 
University  of  Portland  from  financial 
ruin.  He  donated  $450,000  to  the 
debt-ridden  school  and  helped  raise 
another  $450,000  after  the  school's 
bankers  refused  to  lend  the  school 
any  more  money.  But  his  enduring 
contribution  was  helping  the  univer- 
sity   restructure    its    finances    and 


Robert  Pamplin  Jr. 
extols  a  student 
doing  sit-ups 
for  charity 
The  fundraiser 
dreamed  up  by 
Pamplin  raised 
$1  million  for 
Lewis  &  Clark 
College. 
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agreeing  to  remain  a  financial  advis- 
er. With  his  help  the  University  of 
Portland  has  been  operating  in  the 
black  ever  since. 

"What  a  business  person  can  add  to 
these  [charitable]  programs  is  creativ- 
ity," says  Pamplin.  "There  are  a  myri- 
ad of  agencies,  but  the  ones  that  really 
succeed  take  a  novel  approach.  They 
separate  themselves  from  the  pack. 
Business  people  do  that  every  day.  It's 
known  as  competition." 

Pamplin  cites  as  an  example  an  idea 
he  is  trying  out  with  a  nonprofit  group 
in  Portland  called  Self  Enhancement 
Inc.  The  organization  works  with 
Portland  public  schools  and  helps  stu- 
dents from  various  backgrounds  with 
learning  disabilities  and  other  special 
needs.  Self  Enhancement  Inc.  helps 
with  everything  from  remedial  read- 
ing to  improving  math  skills. 

Pamplin  wanted  to  devise  a  way  to 
build  up  these  kids'  self-esteem  and 
break  down  social  barriers  by  forcing 
them  to  work  closely  together.  So  he 
came  up  with  a  plan  to  dispatch  them 
to  Portland's  poorest  neighbor- 
hoods. Their  assignment:  Persuade 
entire  blocks  of  people  to  help  clean 
up  their  streets  and  neighborhood. 
He  paired  the  kids  off  in  groups 
of  two,  forcing  kids  from  very 
different  backgrounds  to  work 
together. 

"It's  an  idea  I  got  from  the  Bible, 
where  Jesus  sent  His  disciples  out  in 
twos  to  spread  the  word  of  Christ," 
Pamplin  says.  "Not  only  will  we  give 
the  people  in  these  neighborhoods 
more  pride  by  getting  them  involved 
cleaning  up  their  streets,  but  it  will 
give  these  kids  a  sense  of  accomplish- 
ment. The  thing  that  you  have  to 
realize  is  that  the  best  thing  you 
can  give  people  is  hope."  If  the 
Self  Enhancement  program  works, 
Pamplin  would  like  to  develop  it 
nationally. 

In  1976,  when  he  was  35,  Bob 
Pamplin  discovered  a  cancerous  mole 
on  his  leg.  Melanoma,  potentially  fa- 
tal. His  five-year  battle  against  cancer 
caused  him  to  reexamine  his  already 
deep  spiritual  beliefs.  "I  wanted  to 
know  where  we  stand  when  we  die," 
he  recalls.  He  then  took  courses  at 
Portland's  Western  Conservative 
Baptist  Seminary  and  became  an  or- 
dained minister.  In  1982  he  founded 
Christ  Community  Church,  in  New- 


berg,  Ore.  "I  believe  that  God  spared 
me  to  do  good,"  he  says.  "He  had  a 
use  for  me." 

Pamplin  says  he  has  concluded  that 
people  of  wealth  need  to  make  an 
effort  to  become  more  aware  of  the 
problems  and  needs  of  their  commu- 
nities. A  good  way  to  start,  he  says,  is 
to  continue  past  the  business  pages  of 
the  local  newspaper  to  the  human 
interest  and  news  pages.  For  instance, 
Pamplin's  attention  was  seized  re- 
cendy  by  a  story  in  the  Portland  Ore- 
Ionian  mentioning  that  a  van  used  to 
transport  disabled  kids  to  jobs  with 
the  U.S.  Forest  Service  had  been  van- 


"Not  only  will  we  give 
the  people  in  these  neigh- 
borhoods more  pride 
by  getting  them  involved 
cleaning  up  their 
streets,  but  it  will  give 
these  kids  a  sense  of  ac- 
complishment. The 
thing  that  you  have  to 
realize  is  that  the  best 
thing  you  can  give  peo- 
ple is  hope." 


dalized  and  nearly  destroyed.  Pam- 
plin contacted  the  Portland  school 
district  and  arranged  to  have  the  van 
repaired  quickly  so  none  of  the  youths 
missed  work. 

"These  jobs  are  very  important  to 
these  kids,"  he  explains.  "If  the  van 
wasn't  repaired  quickly,  it  would  just 
serve  to  reinforce  the  notion  that  they 
are  discriminated  against  because  they 
are  disabled.  Now  that's  not  going  to 
happen." 

On  any  given  day  Pamplin  can  be 
found  speeding  from  his  downtown 
Portland  office  to  one  of  the  universi- 
ties he  advises,  or  to  the  farm  where  he 
raises  cattle  whose  meat  is  given  to  the 
poor.  Each  year  Pamplin's  church 
(supported  mostly  by  him  and  his 
father)  provides  about  $1  million  in 
free  food — enough  to  feed  500  peo- 
ple for  a  year — to  more  than  43  Port- 
land-area social  agencies. 

Pamplin  makes  inquiries  through  a 
network  of  community  leaders  about 
the  qualifications  of  hundreds  of  area 
charities.  "One  day,  back  in  1984, 
Bob's  trucks  pulled  up  and  started 
unloading  dozen  of  boxes  of  canned 


food,"  recalls  Charles  Carter,  who 
runs  an  emergency  center  that  pro- 
vides food  and  clothing  to 
more  than  30,000  people  around 
Portland.  "We'd  never  even  called 
him." 

Early  this  year  Pamplin  came  up 
with  another  creative  flindraising 
idea,  which  he  called  the  Chairman's 
Challenge.  Pamplin,  who  is  a  physical 
fitness  buff,  is  also  chairman  of  the 
board  of  trustees  at  Pordand's  Lewis 
&  Clark  College.  He  announced  that 
he  would  donate  up  to  $1  million  to 
expand  the  college's  library  if  students 
and  faculty  could  beat  him  in  a  series 
of  tests  of  physical  strength — beat  his 
7.9-second  dme  in  the  rope  climb,  for 
example,  or  his  625  sit-ups  in  15 
minutes,  or  his  1 16  push-ups  without 
a  break. 

At  first,  many  on  the  campus  in 
southwest  Portland  dismissed  the 
challenge  as,  well,  a  litde  corny.  But 
gradually  Chairman's  Challenge  fever 
swept  the  campus.  On  May  29,  more 
than  1,500  students — more  than  40% 
of  the  student  body — came  out  to 
compete.  Pamplin  personally  cheered 
the  students  on,  shook  hands  with 
competitors  and  awarded  the  school  a 
$25,000  check  each  dme  a  student 
beat  one  of  his  records.  Although 
some  failed  to  beat  Pamplin's  person- 
al mark,  more  than  enough  succeeded 
to  raise  the  $1  million.  A  plaque 
bearing  the  name  of  every  student  or 
faculty  member  who  beat  Pamplin 
will  be  hung  in  the  library  when  it  is 
complete. 

"The  key  was  that  this  event  ignited 
the  imaginations  of  the  students," 
Pamplin  says.  "Each  of  them  will  be 
able  to  walk  by  that  new  library  for  the 
rest  of  their  lives  and  know  they  were 
part  of  its  construction." 

But  that's  not  the  whole  story. 
Pamplin,  who  normally  likes  to  go 
about  his  good  works  without  fanfare, 
appeared  on  cbs'  This  Morninjj  coxw- 
peting  against  one  of  the  school's  star 
athletes  in  the  rope  climb  (Pamplin 
lost).  The  result  was  priceless  national 
publicity  for  Lewis  &  C^lark. 

"I  could  have  just  written  a  check 
for  $1  million,  but  that  would  not 
have  accomplished  as  much,"  says 
Pamplin.  "That's  what  I  mean  by 
using  your  entrepreneurial  skills  to 
create  something  more.  This  is  the 
direction  charity  is  going."  Hi 
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Can  you  tell  which  fish  is  poisonous 

WITHOUT  eating  IT  FIRST? 


Avoiding.'dangerous  financial 
mistakes  requires  astute  analysis 
by  experts  who  understand  the 
economic  currents.  Over  the  past 
20  years,  Houlihan  Lokey  Howard 
&  Zukin  has  provided  financial 
advisory  and  investment  banking 


services  to  more  than  4000  clients, 
from  Wall  Street  to  Main  Street. 
For  advisors  who  delve  beneath  the 
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Houlihan  Lokey  Howard  &  Zukin 


surface,  call  (800)  788-5300. 
With  more  than  $  1 00  billion  of 
transaction  experience  in  the 
last  five  years,  Houlihan  Lokey 
recognizes  both  the  hazards 
and  opportunities  in  today's 
treacherous  business  w^aters. 


Financial  Opinions  -  Financial  Restructuring  -  Investment  Banking  -  Investment  Management 


Cheyano  Designs  produces  $5,000  blazers  and  other  apparel  items  for 
wealthy  people  and  provides  badly  needed  jobs  for  the  Northern 
Cheyenne  Indians.  But  the  company  needs  an  angel. 

The  hope  of  Lame  Deeir 


By  Phyllis  Berman 

An  HOUR'S  DRi\T  west  of  Montana's 
Little  Bighorn  battlefield  is  Lame 
Deer,  the  headquarters  town  of  the 
Northern  Cheyenne  Indians,  who  live 
on  the  barren  reser\'ation  by  the  same 
name.  The  nomadic  Northern  Chey- 
enne were  horsemen  and  accom- 
plished warriors — they  formed  an  alli- 
ance with  the  Sioux  and  in  1876 
defeated  George  Custer  in  the  Battle 
of  the  Litde  Bighorn.  While  Chey- 
enne men  fought  and  hunted,  Chey- 
enne women  produced  elaborately 
decorated  buckskin  clothing;  their  in- 
tricately sewn  designs  incorporated 
animal  teeth  and  bones,  and  later 
beads  and  metal.  Some  articles  of 
clothing  that  have  been  preserved  are 
considered  priceless  museum  pieces. 

Today  Lame  Deer  (pop.  6,000)  is  a 
drear)^  and  dust\'  hamlet  composed  of 
a  cluster  of  convenience  stores,  one 
general  store,  two  gas  stations  and  a 
welfare  office.  Strewn  around  the  out- 
skirts of  town  are  a  jumble  of  dilapi- 
dated house  trailers,  cinder-block 
houses  and  peeling  frame  buildings. 
Alcoholism  is  endemic.  Unemploy- 
ment is  usually  around  80%. 

But  if  you  look  hard  you'll  find  a 
spark  of  high-priced  fashion  entrepre- 
neurship  in  Lame  Deer.  In  a  rebuilt 
house  at  the  end  of  a  dust\'  road  is 
Cheyano  Designs,  Inc.  The  one-year- 
old  company  makes  heavily  beaded 
silk  blouses  and  supple  lamb-suede 
kimono  coats  bearing  the  geometric 
designs  that  warriors  and  braves  of  the 
Plains  tribes  once  wore.  Through 
Cheyano,  Lame  Deer  is  linked  to  the 
priciest  boutiques  in  wealthy  enclaves 
like  Aspen,  Santa  Fe  and  West  Holly- 
wood. Cheyano's  silk  blouses  retail  at 
$1,000,  its  blazers  and  other  coats  at 
$5,000  and  up.  Special-order  items — 
evening  dresses,  say,  or  long  coats,  for 
men  and  women — run  $8,000  and 
more,  depending  on  the  quantity  of 
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beading. 

Cheyano  got  started  when  movie 
star  Tom  Berenger  (best  known  for 
his  role  in  Platoon)  was  cast  to  play  a 
half-breed  Cheyenne  in  the  1991  film 
At  Play  in  the  Fields  of  the  Lord.  As 
part  of  their  research  for  the  film, 
Berenger  and  the  movie's  makeup 
artist,  JoAnna  Wabisca,  visited  Lame 
Deer.  Wabisca,  whose  ancestors  were 
Cree  Metis  from  northern  Canada, 
was  immediatelv  drawn  to  the  beaded 


moccasins  and  robes  that  some  mem- 
bers of  the  tribe  were  still  producing 
for  tribal  dances  and  other  celebra- 
tions. Berenger,  who  is  one-sixteenth 
Potawatomi,  was  equally  enthusiastic. 
Wabisca  had  an  idea.  Why  not  pro- 
duce a  line  of  beaded  apparel  based  on 
traditional  Cheyenne  patterns  in 
Lame  Deer?  Berenger  liked  the  idea, 
and  agreed  to  back  her.  So  last  year 
Wabisca  and  her  husband,  Terence 
Nightingall,  a  British  camera  techni- 


Nimble  fingers  with  soul 
Not  available  in  China. 


cian,  formed  Cheyano  Designs.  They 
took  two-thirds  of  the  company;  the 
other  third  went  to  Berenger  in  return 
for  his  promise  of  financing.  Wabisca 
and  Nightingall  took  a  house  in  Lame 
Deer,  and  have  since  lived  there  and  in 
Los  Angeles. 

Wabisca  posted  help-wanted  signs 
at  the  local  Bureau  of  Indian  Affairs 
office  and  the  reservation's  health 
center.  She  hired  18  Cheyenne 
headers  and  paid  them  $6  an  hour — 
good  money  in  a  place  where  hardly 
anyone  has  a  job.  Until  Cheyano 
came  along,  many  headers  and  sewers 
were  single  mothers  who  subsisted  on 
welfare,  food  stamps  and  the  odd 
money  they  earned  selling  beaded 
wallets  or  barrettes  to  local  stores  on 
and  off  the  reservation. 

It  takes  1 10  hours  for  the  women  to 
complete  one  suede  blazer  beaded  on 
its  lapels  and  collar,  and  140  hours  to 
produce  a  more  elaborately  beaded 
kimono  coat.  But  this  isn't  merely  a 


nimble-fingers  business.  That  kind  of 
labor  can  easily  be  purchased  in  China 
for  $3  a  day.  What  Wabisca  was  really 
getting  for  her  $6  an  hour  was  au- 
thenticity, the  workers'  accumulated 
knowledge  of  their  ancestors'  original 
designs.  Says  44-year-old  Rachel 
Magpie,  a  mother  of  eight  who  hadn't 
worked  in  years  until  Cheyano 
opened  shop  and  who  is  now  in 
charge  of  production:  "I  began  mak- 
ing the  geometric  mountain  designs 
that  my  82-year-old  mother  always 
used  when  she  made  leggings  for  my 
children."  Other  headers  have 
worked  into  Cheyano's  designs  an- 
cient symbols  for  bear  tracks,  butter- 
flies, buffalo  trails  and  coup  counts — 
the  latter  were  a  kind  of  honor  badge 
given  to  any  Cheyenne  who  was  able 
to  touch  an  enemy  with  a  pole  known 
as  a  coup  stick. 

Once  she  had  her  first  samples, 
Wabisca  went  to  a  fashion  trade  show 
at  the  Hotel  Macklowe  in  New  York 


LEFT: 

Rachel  Magpie 
Cheyano's  lead 
header  passes  on 
traditional  Chey- 
enne designs 
learned  from  her 
mother.  She  wears 
an  elaborate  ce^ 
emonial  gown. 


RIGHT: 

Museum  quality 
Becding  this 
$5,000  blazer  re- 
quires 110  hours 
of  handiwork.  But 
one  retailer 
missed  the  point. 
"Forget  your  mu- 
seum-quality 
pieces,"  he 
shouted.  "I 
need  delivery." 
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and  sold  her  high-priced  garments  to 
buyers  from  a  handfi.il  of  luxur\'  bou- 
tiques, including  Browns  in  central 
London,  Panache  in  Chester,  N.J., 
and  Hirshleifer's  in  Manhasset,  N.Y. 
Other  retailers  who  carry  her  line 
include  Jane  Smith's  in  Aspen  and 
Sante  Fe,  and  Fred  Segal  in  West 
Hollywood.  Five  months  later 
Cheyano  began  shipping  its  first 
blouses  and  jackets. 

Despite  Cheyano's  prices — or  per- 
haps because  of  them — the  goods 
sold  quickly.  Hoih^vood  stars  like 
Kirstie  Alley  and  country  western 
singers  like  Wynonna  Judd  became 
devotees.  Wearing  a  Cheyano  bead- 
and-lamb-suede  skirt,  Wabisca 
bumped  into  Jane  Fonda  (now  mar- 
ried to  billionaire  Ted  Turner)  at  a 
benefit  in  Helena,  Mont.;  Fonda,  says 
Wabisca,  wanted  to  know  where  to 
buy  one. 

The  retailers  soon  reordered.  But 
then  Cheyano  began  experiencing  a 
problem  common  to  many  small 
companies.  Without  adequate  work- 
ing capital,  Wabisca  was  unable  to  fill 
the  reorders. 

What  happened  to  actor  Tom  Ber- 
enger,  Cheyano's  financial  angel?  In 
the  beginning  Berenger's  accountant 
would  send  checks  to  purchase  mate- 
rials and  pay  salaries.  But  after  pour- 
ing around  $700,000  into  the  opera- 
tion, Berenger's  passion  for  the  busi- 
ness cooled.  At  the  beginning  of  the 
year  he  told  Wabisca  he  wanted  out, 
and  subsequendy  turned  over  his 
share  to  the  employees. 

The  loss  of  Berenger's  support 
forced  Wabisca  to  find  new  money  at  a 
time  when  reorders  for  the  1992  fall 
season  were  pouring  in.  She  pleaded 
with  a  retailer  to  understand  Cheyano 
was  producing  works  of  art  as  much  as 
items  of  clothing;  she  would  get  the 
goods  to  them  when  she  could. 

The  retailer  was  unmoved.  "Forget 
your  museum-quality  pieces,"  Wa- 
bisca says  the  merchant  told  her.  "I'm 
not  a  museum.  I  need  delivery." 

Her  search  for  working  capital  went 
badly.  The  banks  wanted  to  see 
Cheyano's  financials,  which  were  a 
mess:  There  were  no  payroll  tax  re- 
ports, records  of  bank  deposits  were 
missing  and  no  one  had  even  thought 
of  preparing  cash-flow  projections. 

The  picture  seemed  hopeless.  But 
Wabisca  was  persuasive  and  her  com- 


Cheyano  s  majority  stockholder  JoAnna  Wabisca,  in  a  $4,000  Cheyano  outfit 
The  less  beading,  the  lower  the  prices. 


Cheyano's  headers 

Good  work  where  there  isn't  much. 


mitment  to  building  a  viable  business 
at  Lame  Deer  struck  responsive 
chords  in  Thomas  Scott,  president  of 
Billings'  First  Interstate  Bank  System, 
who  took  a  personal  interest  in  the 
company.  Leo  O'Brien,  a  local  ac- 
countant, helped  out  by  spending  last 
summer  putting  the  company's  books 
in  order.  Finally,  in  August,  Scott's 
bank  stretched  its  credit  rules  and 
gave  Cheyano  a  short-term  loan  of 
$75,000,  just  enough  for  the  compa- 
ny to  fill  all  the  reorders  it  received  on 
its  initial  fall  collection.  Beaders  and 
sewers  worked  round  the  clock  for 
weeks  on  end  this  summer  to  get  the 
goods  ready  for  delivery. 

Cheyano  isn't  out  of  the  woods  yet. 
Aware  that  she  could  do  no  more  than 
fill  existing  reorders,  Wabisca  has  de- 
cided to  skip  this  spring's  production 
season  entirely  until  she  can  bring  in 
new  money.  She  canceled  Cheyano's 


planned  appearance  at  the  Fashion 
Coterie  for  clothing  buyers,  held  at 
New  York's  Plaza  Hotel  in  Septem- 
ber. To  raise  capital,  Wabisca  has  au- 
thorized Kauffman  &  Associates,  a 
Washington-based  lobbying  group 
owned  by  an  American  Indian,  to  try 
to  get  loans  for  Cheyano  from  the 
Farmers  Home  Administration.  The 
company  is  also  applying  for  support 
from  the  Small  Business  Administra- 
tion and  the  rural  Community  Devel- 
opment Block  Grant  program. 

Potentially  most  promising,  Mon- 
tana's senior  U.S.  senator.  Max  Bau- 
cus,  recently  put  Wabisca  in  touch 
with  wealthy  designer  Liz  Claiborne 
and  her  husband/business  partner, 
Arthur  Ortenberg,  who  have  a  large 
ranch  in  the  state.  They  may  act  as 
advisers  to  Cheyano,  and  plan  to  visit 
Lame  Deer  this  month. 

If  it  survives,  Cheyano  will  never  be 
a  huge  employer  in  Lame  Deer;  the 
market  for  $1,000  blouses  and 
$5,000  blazers  is  not  broad.  But  Wa- 
bisca believes  that  if  Cheyano  suc- 
ceeds, similar  apparel  businesses  will 
develop  on  other  reserxations. 
"Someday,"  she  says,  "I  hope  that 
students  at  the  colleges  on  reserva- 
tions [around  the  country]  will  be 
trained  to  do  everything  from  fashion 
design  to  illustration,  from  marketing 
to  pattern  making."  And  prescr\'c  an 
important  part  of  America's  cultural 
heritage  in  the  process.  IB 
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THE  BEST  REASON  YET  TO  CHOOSE 

COUNTY  17  INSTEAD  OF  THE  INTERSTATE. 

SAAB  INTRODUCES  THE  9000  CSE. 


The  Interstate  Highway  System 
may  be  a  prudent,  efficient  way  to  get 
from  point  A  to  point  B.  But  it's  not  much 
fun  to  drive. 


IT'S  WAITING. 

Unfortunately,  the  same  could  be 
said  of  many  new  cars.  With  the  note- 
worthy exception  of  the  Saab  9000  CSE, 
a  sports  sedan  you  can  drive  hard  with 
your  conscience  intact. 

Ask  it  to  run,  and  it  complies  as 


though  the  idea  were  its  own,  planting 
you  deeper  into  the  leather  upholstery. 
Yet  it  delivers  its  exhilarating  200hp* 
thrust  while  keeping  a  wary  eye  on  its 
own  fuel  appetites. 

Ask  it  to  embrace  serpen- 
tine roadways,  and  it  feels  slotted 
into  the  asphalt.  A  sensation  cre- 
ated, in  part,  by  a  new  chassis  design  that 
substantially  increases  torsional  rigidity 

Ask  it  to  stop  on  a  rain-slicked  sur- 
face, and  a  unique  anti-lock  braking  system 
does  so  with  literally  inhuman  precision. 

Ask  it  to  help  you  survive  an  acci- 
dent, and   its  rigid  steel  safety  cage, 


crumple  zones,  driver's-side  air  bag  and 
new  side-impact  mejisures  are  put  to  work. 

The  result  is  a  car  that  responds  to 
your  emotions  without  betraying  your 
conscience.  And  one  whose  warranty 
(6  years  or  80,000  miles**)  could  well 
outlast  your  payments. 

To  learn  more,  choose  a  direct 
route  to  your  nearest  Saab  dealer,  where 
the  9000  CSE  awaits  your  test  drive.  And 
save  the  back  roads  for  the  trip  home. 
Or  call  1-800-582-SAAB. 


•WITH  AVAILABLE  2  3-LITER  TURBOCHARGED  ENGINE   "WHICHEVER  COMES  FIRST  SEE  YOUR  SAAB  DEALER  FOR  COMPLETE  DETAILS  ON  LIMITED  POWERTRAIN  WARRANTY  ©  1992  SAAB  CARS  USA.  INC. 


When  it  comes  to  Ross  Perot's  net  worth,  are  the  media 
and  Perot's  people  stretching  things  a  little? 

What's  Ross 
really  worth.^ 


By  Randall  Lane 

When  Texas  billionaire  and  on- 
again-ofF-again  presidential  candidate 
Ross  Perot  filed  hiis  2-pound,  123- 
page  financial  disclosure  form  with 
the  Federal  Election  Commission  in 
May,  the  media  estimated  Perot's  net 
worth  at  $3.3  billion.  Top  Perot  cam- 
paign official  James  Squires  told  re- 
porters the  figure  was  accurate. 

But  are  the  media  and  Perot's  peo- 
ple stretching  things?  Forbes  figures 
Perot  is  worth  around  $2.4  billion. 
That's  a  lot  of  money,  but  it's  $900 
million  short  of  $3.3  billion. 

Here's  how  we  come  up  with  our 
estimate: 

Perot's  wealth  derives  mainly  from 
Electronic  Data  Systems,  the  compa- 
ny he  built  and  sold  to  General  Mo- 
tors in  1984.  Perot  received  $991 
million  in  cash  and  over  5.6  million 
shares  of  gm  Class  E  stock.  After 
paying  capital  gains  taxes  on  the  cash 
portion,  Perot  was  left:  with  around 
$793  million  cash,  plus  the  stock. 

In  1986  GM  bought  back  Perot's 
stock  for  $701  million.  Afi:er  paying 
capital  gains  taxes  on  this  transaction, 
Perot  probably  kept  $561  million. 
Add  to  this  the  cash  he  received  in 
1984,  grossed  up  for  the  interest  he 
probably  earned  on  the  money,  and 
dividends  on  the  GM  stock,  and  by  the 
close  of  1986  Perot's  sale  of  eds  had 
netted  him  about  $1.5  billion. 

Perot  took  a  few  fliers  with  some  of 
the  money — he  invested  $20  million 
in  Next,  Steve  Jobs'  disappointing 
computer  startup  (see  p.  250),  and 
another  $130  million  or  so  to  buy 
land  in  north  Fort  Worth  around  the 
Alliance  industrial  airport  project. 

Most  of  the  rest  of  the  money, 
around  $1.35  billion,  Perot  put  into 
tax-free  municipal  bonds,  plus  some 


The  U.S.'  most  publicized  billionaire 
Where's  the  other  $900  million? 


U.S.  Treasurys,  T  bills,  taxable  munis 
and  high-grade  commercial  paper. 
He  owns  very  little  publicly  traded 
stock.  Other  investments — some  ven- 
ture capital,  some  options  and  fiitures 
trading,  etc. — are  insignificant  in  the 
grand  scheme  of  his  portfolio. 

How  much  has  Perot  earned  on  his 
$1.35  billion  since  the  end  of  1986? 
Using  a  standard  index  for  tax-free 
municipal  bonds  (and  taking  out  $40 
million  in  1988  for  his  computer  ser- 
vices startup  Perot  Systems),  we  esti- 
mate that  his  proceeds  from  selling 
EDS  have  grown  to  $1,992  billion — 
let's  call  it  an  even  $2  billion.  (We 
ignore  possible  capital  gains  on  his 
bonds,  on  the  grounds  that  Perot 


plans  to  hold  them  to  maturity.  If  one 
were  to  include  some  appreciation, 
the  figure  would  unlikely  be  more 
than  $135  million.) 

Now  add  back  some  estimated  val- 
ues for  Perot's  illiquid  investments. 
His  Next  stake  appears  worth  about 
$21  million  today.  Perot  Systems  is 
faring  much  better:  With  several  mul- 
tiyear  contracts  signed  recentiy,  the 
company  is  estimated  to  be  worth 
around  $600  million,  putting  Perot's 
40%  (employees  own  the  rest)  at 
about  $240  million. 

The  Alliance  airport  real  estate  is 
not  doing  as  well.  Perot  bought  much 
of  his  17,000  acres  near  the  height  of 
the  real  estate  market.  Worth  of  the 
land.'  Maybe  $100  million,  say  out- 
side appraisers — though  Perot  might 
have  a  very  different  opinion. 

Perot  also  had  outside  investments 
before  he  sold  eds,  and  these  must  be 
included  in  the  reckoning.  During  the 
mid-1980s  he  spoke  fairly  candidly 
with  Forbes  about  these  holdings, 
listing  them  as  some  real  estate,  some 
oil  and  gas,  and  about  $60  million  for 
personal  holdings.  Today  Perot  is  far 
less  forthcoming.  Taking  account  of 
assets  he  has  sold  (mainly  oil  and  gas) 
and  using  estimates  by  outside  ap- 
praisers for  what's  left:,  we  think  the 
current  value  of  these  assets  is  no 
more  than  $250  million. 

This  brings  the  total  to  $2.61  bil- 
lion. But  remember:  Perot  spends  like 
a  billionaire — on  boats,  his  Americana 
art  collection,  travel  by  private  jet.  He 
also  gives  a  lot  away;  we  traced  about 
$100  million  in  charitable  gifts  over- 
all. Deduct  $150  million  here  over  a 
decade — plus  $20  million  for  money 
spent  on  his  presidential  carnpaign. 

Grand  total:  just  over  $2.4  billion. 

How  did  the  other  media  get  to 
$3.3  billion.'  Most  apparently  relied 
on  statements  by  Perot's  campaign 
officials.  Fortune  magazine  evidently 
double-counted  the  stock  he  got 
from  GM,  giving  him  credit  for  it  once 
in  1984,  and  then  again  when  he  was 
bought  out  in  1986. 

What  does  Perot — who  prcsum 
ably  signed  off  on  the  $3.3  billion 
figure — now  have  to  say  about  his  nci 
worth?  "That's  the  beauty  of  having  a 
private  company,"  he  told  Forbes  in 
August.  "You  don't  have  to  talk 
about  it."  We're  sticking  with  $2.4 
billion.  ■■ 
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If  you  think  viewing  a  movie  at  home  is 
a  mere  spectator  sport,  you've  never  strapped 
yourself  into  the  Pioneer*  Home  Theater. 
With  our  leadership  in  both  audio  and  video 
technology,  the  linking  of  the  two  produces  unprece- 
dented results. 

What  you  see  is  the 
sharpest,  brightest 
picture  ever  played  on  a 
50-inch  screen.  Our 


^u  dont  just  watch  it. 


ProVisiori"  line  of 
projection  TVs  fea- 
tures a  sophisticated 
new  short-focus  lens 
system  for  a  25% 
brighter  picture. The 
new^  high-contrast 
black  screen 

increases  the  contrast  ratio  by  20%.  And  an  advanced 
three-line  digital  comb  filter  significantly  enhances 
color  accuracy  and  improves  picture  quality. 

The  picture  source  is  a  Roneer  LaserDisc  Player,  a 


The  Pioneer  CLD-D701  Combination 

CD/LcuerDuc  Player  and  VSX-D901S  A/V  Receiver 

with  Dolby  Pro  Logic. 


technology  in  w^hich  we  have  led  worldwide 
The  ultimate  in  sight  and  sound,  it  comes 
60%  closer  to  reality  than  ordinary  video- 
tape. And  features  the  superiority  of  digital  sound. 
Of  course,  what  you  hear  is  spectacular.  The 

enveloping  intensity  of  five- 
channel 
Dolby"  Pro 
Lxjgic* 
Surround 
Sound.  All 
delivered 
care  of  the  industry-leading 
AudioA^ideo  Receivers  by  Pioneer. 

To  maximize  the  quality  of 
Surround  Sound,  we've  assembled  a  superb  new^  pack- 
age of  perfectly  matched  modular  speakers  specially 
designed  to  deliver  a  theater-like  experience. 

Of  course,  there's  a  lot  more  to  tell,  so  call  us  at 
1-800-PIONEER  for  more  information.  Or,  drop 
by  a  Pioneer  Home  Theater  dealer.  You'll  find  just  what 
you'd  expect  frofn  the  leaders  in  audio 
and  video:  Home  theater  so  advanced, 
you  don't  just  w^atch  it.™ 


Our  new  Pro  Vidian 
SD-P5065K  Projection  TV 
incorporate.!  a  hojt  of 
technological  innovations. 
Putured here  Li  an  actual 
on-jcreen  image. 


rm 


All  Pioneer  La.ierDLic  Playerj 
let  you  enjoy  both  la.ieri)Lic,i 
and  CD,).  A</t  your  Pianeer 
retailer  about  special  CD 
anil  lotierduic  offer.i  from 
Columbia  Hotuie. 


^  PIONEER 

The  Art  of  Entertainment 


©  1992  Pimietr  Elednmii-.i  (USA)  Inc.,  Long  Beach,  CA.  Dolby  and  Pro  Logic  art  retjii- 
tered  tradenuirh  of  Dollry  LahomttyrU,*  Liceih'iiig  Corponitim.  ©  1991  Carolco  PicUtre^ 
Inc.  All  right,!  re.ierm).  The  Hcpiction  of  ENDOSKELETON  ii  a  trailrmark  ofCaroUv. 


Do  the  rich  always  get  richer?  To  judge  from  the  smell 
of  deflation  lingering  over  the  prices  of  luxury  goods, 
a  lot  of  people  who  were  rich  are  getting  poorer. 


Dom  at  a 
discount 


By  Nina  Munk 

In  the  1980s  prices  of  luxury  goods 
rose  rapidly  as  more  people  became 
able  to  afford  them,  or  thought  they 
could.  But  for  the  past  two  years  the 
cost  of  living  the  high  life  has  lagged 
behind  the  Consumer  Price  Index. 
While  the  CPI,  which  measures  the 
prices  of  things  that  ordinary  vVmeri- 
cans  buy,  increased  3.2%  in  the  last  12 
months,  The  Forbes  Four  Hundred 
cost  of  living  extremely  well  index 
(Clewi)  had  actually  fallen  0.2%  as  we 
went  to  press  (see  chart).  This  is  the 
first  time  prices  of  luxury  goods  have 
actually  fallen  since  1976,  Clewi's 
base  year. 

A  glut  of  hotel  suites  has  prices  at 
even  New  York's  exclusive  Stanhope 
down  24%.  Looking  for  a  Thorough- 
bred horse.^  Prices  have  stumbled  an- 
other 19%  this  past  year.  A  kilo  of 
beluga  malossol  caviar  is  down  some 
26%;  a  case  of  Dom  Perignon  cham- 
pagne can  be  yours  for  $859,  which  is 
9%  less  than  a  year  ago. 

Certain  items  understate  the  dis- 
counts available.  The  Learjet  35A's 
sticker  price  is  up  4%.  But  aircraft 
makers,  like  carmakers,  are  defdy  cut- 


Lea  rjet 

Cheap  financing. 
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For  tlie  first  time  since  1976, 
the  cost  of  living  extremely  well 
just  got  cheaper. 


ting  sticker  prices  with  cheap  financ- 
ing and  rebates.  Cessna  just  intro- 
duced 0%  financing  on  its  Citation 
business  jet;  Beech  Aircraft  now  offers 
a  $500,000  rebate  on  a  Super  King 
Air  350. 

Luxury  cars?  A  few  years  ago  a  BMW 
525  could  be  leased  for  $700  a 
month;  today  the  same  car  with  an 
identical  lease  costs  less  than  $500  a 
month.  Even  Mercedes-Benz  is  offer- 
ing cut-rate  leases  on  its  cars  in  order 
to  spur  sales. 

Some  of  the  year's  sharpest  price 
declines  have  come  in  areas  our  index 
doesn't  cover.  F!,xpensive  real  estate, 
for  example.  The  Hemmeter  family, 
part  of  The  Forbes  Four  Hundred 
until  1989,  has  just  knocked  $9  mil- 
lion off  the  $39  million  asking  price  of 
its  Diamond  Head,  Hawaii  estate  (see 
photo,  p.  220). 

What  about  the  cliche  that  rich 
people  will  always  have  money  to 
spend  on  luxury  goods.''  Purveyors  of 


haute  couture  dresses,  expensive 
champagne  and  the  rest  report  that 
there  is  constant  demand  for  their 
products  from  customers  at  the  very 
top  of  the  pyramid.  The  problem  is 
with  customers  just  below  the  top  of 
the  pyramid. 

During  the  1980s  a  lot  of  people 
made  a  lot  of  money  and  felt  confi- 
dent enough  to  spend  it.  It's  the  loss 
of  those  clients  that  has  hurt  the 
luxury  goods  makers.  "Rather  fewer 
people  can  afford  our  [$1,844]  shoes, 
I'm  afraid,"  sighs  London's  grand 
cobbler  lohn  Lobb. 

Of  course,  some  of  the  goods  in  our 
index  are  up  anyway.  Harvard  Univer- 
sity still  gets  away  with  increasing 
prices  at  nearly  three  times  the  rate  of 
the  CPI.  A  day  at  the  Washington 
Hospital  Center  jumped  7%  last  year. 
And  the  price  of  a  Patek  Philippe  gold 
watch  rose  13%  last  year.  Asked  to 
explain  the  watch's  increase.  Vice 
President  Henry  Edelman  said  it  was  a 
mystery  to  him,  too:  "Sometimes  we 
wonder,  what  with  negatives  every- 
where, how  it  is  that  people  are  still 
buying."  Hi 


BMW  525 

Lease  cost  down  30%. 
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Forbes  cost  of  living  extremely  well  index 

Price %  change 

1976 

1992       1991-92 

Apparel 

Coat/natural  Russian  sable 

$40,000 

$200,000     none 

by  Maximillian  Fur  Co.,  N.Y. 

Dress/Adolfo  Couture 

950 

1,500     none 

Loafers/Gucci 

89 

295     none 

Shirts/1  dozen  cotton,  bespoke, 

448 

1,832     none 

Turnbull&Asser,  London 

Shoes/men's  black  calf  wing-tip. 

202 

1,844     +8% 

custom-made,  John  Lobb,  London 

Educational  expenses 

School/preparatory,  Groton,  1-year  tuition, 

room,  board 
University/Harvard,  1-year  tuition,  room, 

board,  insurance 

Entertainment 


4,200   20,400   +8 
5,900   24,114   +9 


Catered  dinner/for  40,  by  Ridgewells, 

2,200 

3,276 

none 

Washington,  D.C. 

Opera/2  season  tickets.  Metropolitan  Opera, 

480 

2,430 

+8 

Saturday  night,  box 

Food  at  home 

Caviar/beluga  malossol,  1-kilotin, 

283 

1,100 

-26 

from  Caviar  &  Fine  Foods,  L.A. 

Champagne/Dom  Perignon,  case, 

300 

859 

-9 

Sherry-Lehmann,  N.Y. 

Filet  mignon/7  pounds,  Lobel's,  N.Y. 

50 

125 

none 

Food  away  from  home 

Dinner  at  La  Tour  d'Argent/Paris,  estimated 

34 

196 

+12 

per  person  (including  wine  and  tip) 

Home  furnishings 

Piano/stein  way  &  Sons,  concert  grand, 

13,500 

59,900 

+5 

Model  D,  ebonized 

Flowers  in  season/arrangements  for 

1,400 

5,577 

+  10 

6  rooms,  changed  weekly. 

, 

by  Christatos  &  Koster,  N.Y.,  per  month 

Sheets/set  of  embroidered  silk,  by  Pratesi, 

1,218 

5,090 

none 

queen  size 

Silverware/Kirk  Stieff  Co., 

1,341 

3,000 

none 

Colonial  Williamsburg  Shell  pattern, 
4-piece  place  setting,  for  12 

Lodging  while  out  of  town 

Hotel/2-bedroom  suite,  park  view, 
The  Stanhope,  N.Y. 

Medical  care 

Face-lift/American  Academy  of  Facial 

Plastic  &  Reconstructive  Surgery 
HospitalA/IP,  Washington  Hospital  Center, 

Washington,  D.C,  1  day,  concierge, 

security,  gourmet  meals 
Psychiatrist/Upper  East  Side,  N.Y., 

45  minutes,  standard  fee 


333 

650 

-24 

4,000 

8,500 

+6 

325 

765 

+7 

40 

150 

none 

Personal  services 

Lawyer/established  mid-Atlantic  firm, 

partner,  estate  planning, 

average  hourly  fee 
Spa/The  Golden  Door,  California, 

basic  weekly  unit 


$80 


$300     none 


1,250         3,950       +5% 


Toilet  goods  and  personal  care  appliances 

Perfume/1  oz.  Joy  by  Jean  Patou  100  300 

Sauna/by  Cecil  Ellis  Sauna,  6x8  feet,  5,000         9,800 

8-person,  cedar,  stained-glass  window 


none 
+9 


Sporting  goods 

P 

Motor  yacht/Hatteras  60  (current  model) 

231,097  1,289,000 

Sailing  yacht/Nautor's  Swan 

(current  model) 

384,300  1,676,124 

-1 

Shotguns/pair  of  James  Purdy  &  Sons, 

20,000       85,673 

none 

at  Griffin  &  Howe,  N.Y. 

Thoroughbred/yearling,  average  price 

67,300     258,858 

-19 

at  Keeneland  select  sales 

Sports  facilities 

Swimming  pool/Olympic,  standard  site  180,000     491,400      -10 

Tennis  court/clay,  standard  site  25,000       45,000        -4 


Toys  and  hobbies 

Train  set/G  gauge,  by  LGB, 

178 

550 

none 

atFAOSchwarz,  N.Y. 

Transportation,  private 

Airplane/Learjet  35A,  standard 

1,800,000  4,795,000 

+4 

equipment,  certified  10  passengers 

Helicopter/Sikorsky  S-76,  full  executive 

1,300,000  6,500,000 

+3 

options  (introduced  1978) 

Automobile/Rolls-Royce  Silver  Spirit 

38,000 

157,800 

+4 

(formerly  Silver  Shadow) 

Transportation,  public 

Airline  ticket/British  Airways  Concorde, 

1,512 

8,334 

none 

round-trip  N.Y. -London 

Utilities  and  public  services 

Telephone  call/10  minutes,  AT&T 

12 

9.90 

none 

N.Y. -London 

Other  goods  and  services 

Cigars/Cuban,  box  of  Davidoff  No.  2, 

186 

722 

-8 

Toronto 

Magazine/Forbes,  1-year  subscription 

15 

52 

none 

Suitcase/Loewe,  black  napa  leather, 

73) 

1,276 

-20 

27  inches 

Watch/Patek  Philippe  classic  man's  gold, 

2,450 

9,600 

+13 

leather  strap 

Purse/Hermes,  "Kelly  Bag,"  calf,  10  inches           550 

3,525 

+1 

Sotheby's  Art  Market  Trends  Index/Basis: 

111 

797 

-5 

1975  equals  100 
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BROADWAY. 


CHRISTI      RANKIN,    18 
St.    Ignatius    College    Prep.,    Chicago. 


The  Plot:  High  school  senior  wins 
young  playwrights  competition. 
Her    play    is    performed    to    rave 

reviews.  She  is  discovered  by  a  famous  producer,  opens 
on  Broadway,  and  goes  on  to  write  one  smash  hit 
after  another,  becoming  the  hottest  playwright  since 

Tennessee  Williams... 

It's  every  budding  playwright's  dream  and  Christi 
Rankin  is  no  exception. 


1 


Her  one-act  play,  "Off  Highway  21," 
was  judged  a  winner  in  the  1990  Chicago 
Young  Playwrights  Festival. 

But  this  is  no  ordinary  writing  competition. 

The  four  winners  had  their  creations 
brought  to  life  by  Pegasus  Players,  a 
small,  award-winning  theater  company 
from  Chicago. 

"Who'd  have  thought  I'd  see  my  first 
play  actually  performed  on  stage?  Not 
me,"  says  Christi. 

Almost  as  exciting  for  her  was  being 
invited  to  attend  rehearsals.  And  not 
just  as  a  bystander,  but  a  collaborator. 

She  worked  with  the  director  and 
the  actors,  making  script  changes  as 
need  be,  just  like  a  real  playwright.  "I 
had  dreamt  of  becoming  a  set  designer 
ever  since  I  was  nine  and  played  a 
'no-neck  monster'  in  'Cat  on  a  Hot  Tin 
Roof''  Now,  I'm  hooked.  Theater's 
in  my  blood  forever,"  says  the  next 
Neil  Simon. 

Pegasus  had  its  humble  beginnings 
13  years  ago,  with  its  very  first  performance 
at  a  local  county  jail. 

"At  least  we  had  a  captive  audience," 
quips   Arlene    Crewdson,   its   Artistic 


Director  and  founder.  "Our  goal  from 
the  start  has  been  to  bring  theater  to 
people  who  don't  ordinarily  get  a  chance 
to  see  it." 

So  as  part  of  its  community  outreach 
program,  Pegasus  gives  away  20%  of 
the  tickets  for  each  show  to  the  elderly, 
the  handicapped  and  to  youth  groups. 

And  this  year,  the  Young  Playwrights 
Festival  reached  out  further  than  ever. 
An  amazing  258  entries  were  received, 
more  than  double  last  year's  response. 

Toyota  is  proud  to  have  funded  the 
production  of  this  enormously  successful 
Festival. 

For  us  to  stand  in  the  wings  and  watch 
these  young  people  grow  and  learn  with 
theater  is  truly  inspiring. 

By  unearthing  so  much  talent,  Pegasus's 
impact  on  the  theatrical  arts  is  sure  to 
be  felt  in  the  years  ahead. 

In  fact,  it  would  not  surprise  us  at 
all  if,  in  the  future,  we  read  the  following 
happy  ending  to  this  story: 

"Christi  Rankin  ends  up  with  the  love 
of  her  life:  Tony  Award." 

TOYOTA 

INVESTING   IN  THE  INDIVIDUAL 


if  you  believe  wliat  you  read  in  newspapers  and  see  on  television,  tlie  1980s  were  years 
of  greed  and  vulgar  ostentation  for  wealthy  Americans  who  grew  richer  during  the 
decade  while  everyone  else  rode  a  treadmill.  It  was  a  rerun  of  the  1920s. 

Lawrence  B.  Lindsey  examines  the  facts  and  the  figures  and  concludes  that  the 
popular  view  of  the  1980s  is  just  plain  wrong.  Lindsey  brings  formidable  credentials  to 
bear  on  the  subject.  He  is  a  former  professor  of  economics  at  Harvard  University  and 
was  on  staff  at  the  President's  Council  of  Economic  Advisers  fron?  1981  to  1984.  He  is 
now  a  governor  of  the  Federal  Reserve  Board.  Fed  staffers  Andrew  Mitrusi,  Arthur 
Kennickell  and  Janet  Walker  assisted  in  the  preparation  of  this  article. 

Why  the  1980s  were 
not  the  1920s 


By  Lawrence  B.  Lindsey 

Earlier  THIS  ^tar  a  prominent  econ- 
omist received  a  lot  of  press  when  he 
pointed  reporters  to  preliminary'  data 
from  the  Federal  Resene's  1989  Sur- 
vey of  Consumer  Finances.  That  sur- 
vey, said  the  professor,  showed  that 
the  share  of  household  net  worth 
owned  by  the  top  1%  of  the  nation's 
households  had  risen  to  36.2%,  up 
from  31.3%  in  the  last  full  sur\'ey 
taken  in  1983.  It  is  now  widely  report- 
ed as  a  fact  that  the  distribution  of 
wealth  in  America  is  less  equal  than  at 
any  time  since  the  late  1920s.  The 
Age  of  Gatsby  is  back. 

But  the  ersatz  clarit\'  of  front-page 
headlines  in  leading  newspapers  not- 
withstanding, the  real  story  about 
wealth  in  America  in  the  1980s  is  far 
from  clear.  Comparisons  to  earlier 
eras  are  tricky  at  best.  Statistically 
valid  comparisons  to  the  1920s  are 
impossible:  Comparable  data  for  that 
period  simply  do  not  exist,  in  spite  of 
some  heroic  attempts  by  leading 
economists  to  create  estimates. 

Even  our  picture  of  the  present  is 
somewhat  blurry.  The  Fed's  survey  is 
by  far  the  best  we  have  in  terms  of 
measuring  household  finances.  In 
1989,  3,143  households  were  asked 
149  pages  of  verN'  personal  and  de- 
tailed questions  about  their  finances. 
This  is  roughly  twice  the  number  of 
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550,000  to         Over 
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Source:  Survey  of  Consumer  Finances,  Federal  Reserve  System 

Over  the  six-year  period  from  1983  to 
1989,  the  Federal  Reserve  data  show  that 
all  Income  groups  scored  substantial 
gains,  with  the  middle  class  winning  the 
biggest  increase  in  average  net  worth. 


people  contacted  in  a  topical  national 
poll  about  presidential  preferences. 

But  it  is  still  only  a  survey  based  on  a 
limited  number  of  respondents.  Sta- 
tistically, its  estimate  of  the  wealth  of 
the  top  1%  of  the  population  has  a 
standard  deviation  of  $600  billion. 
That  gives  new  meaning  to  Senator 
Everett  Dirksen's  quip,  "A  billion 
here,  a  billion  there,  and  pretty  soon 


you're  talking  about  real  money." 

In  terms  of  modern  opinion  poll 
data,  this  estimate  has  a  "margin  of 
error"  of  SI. 2  trillion,  roughly  one- 
fifth  of  the  estimate  of  the  wealth  of 
that  group.  This  remarkable  degree  of 
statistical  variance  is  the  result  of  the 
sur\'ey's  original  intent,  which  was 
not  to  measure  wealth  distribution  in 
America  but  to  understand  consumer 
interactions  with  the  financial  services 
industr}',  both  as  asset  holders  and  as 
borrowers.  Its  use  as  a  barometer  of 
America's  wealth  distribution  is 
somewhat  new  and  still  evolving. 

But  statistical  uncertainty'  as  a  result 
of  sample  size  is  only  one  problem 
with  using  the  Fed  survey  to  map 
wealth  distribution  patterns.  In  addi- 
tion, two  major  components  of 
household  wealth  were  missing  from 
the  preliminary  data  reported  earlier.' 
(The  Fed  is  working  to  include  this 
information  in  the  fijture.) 

The  first  of  these  missing  house- 
hold assets  is  the  value  of  workers' 
claims  on  pension  plans.  This  is  seri- 
ous money.  The  estimated  value  of 
these  assets,  $3.7  trillion,  plus  an  ad- 
ditional $400  billion  in  estimated  mil- 
itary pension  liabilities,  is  twice  the 
survey's  estimate  of  the  value  of  the 
stocks  and  bonds  held  by  all  of  the 
nation's  households.  If  these  holdings 
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These  Federal  Reserve  figures  show  that  during  the  1980s  the  top  1% 
of  households  took  greater  financial  risks— and  reaped  the  benefits. 


had  been  included  in  the  survey, 
household  wealth  would  have  in- 
creased 24%.  Most  of  this  gain  be- 
longs to  the  middle  class. 

The  second  missing  asset  is  what 
economists  call  "Social  Security 
Wealth,"  the  legal  claims  that  most  of 
us  have  on  the  Social  Security  System. 
The  discounted  present  value  of  these 
claims  owned  by  active  or  retired 
workers  is  $5.6  trillion — an  amount 
equal  to  one -third  of  all  of  the  wealth 
reported  in  the  Fed  survey.  Just  like 
retirement  saving  in  the  form  of 
stocks,  bonds  and  bank  accounts,  So- 
cial Security  claims  represent  wealth 
to  finance  future  consumption. 

In  sum,  the  uncounted  pensions 
and  Social  Security  assets  of  American 
households  amounted  to  nearly  $10 
trillion — more  than  half  of  all  of  the 
wealth  counted  in  the  Fed's  survey. 
This  wealth  belongs  overwhelmingly 
to  the  great  American  middle  class. 

Incorporation  of  these  assets  into 
household  wealth  would  cut  the  share 
of  total  wealth  held  by  the  top  1  %  by 
roughly  one-third,  from  36.2%  to 
perhaps  25%.  Qualitatively,  this  $10 
trillion  in  retirement  assets  makes  a 
comparison  of  the  distribution  of 
well-being  in  the  1980s  to  that  of  the 
1920s  an  absurdity. 

The  Fed's  survey  also  does  not 
include  the  value  of  our  social  safety 
net  to  individuals.  In  1989  govern- 


ment nonretirement  transfer  pay- 
ments— social  safet}'  net  payments  for 
things  like  welfare  payments,  food 
stamps  and  Medicaid — amounted  to 
$250  billion,  a  figure  22%  bigger  than 
the  aftertax  profits  of  all  American 
corporations  combined  for  that  year. 

Even  if  we  ignore  these  vast  retire- 
ment assets  and  the  value  of  the  social 
safet)'  net,  the  conventional  wisdom 
about  only  the  rich  getting  richer  is 
simply  false.  Data  from  the  Fed's  sur- 
vey show  that  individuals  in  all  in- 
come groups  saw  their  wealth  increase 
between  1983  and  1989. 

The  chart  on  page  78  shows  the 
wealth  of  people  in  various  income 
brackets  in  1983  and  1989.  The  chart 
adjusts  the  income  brackets  and  the 
wealth  levels  for  inflation  to  make  the 
inter^'ear  comparison  as  valid  as  possi- 
ble. The  data  show  substantial  gains 
for  all  income  groups,  with  house- 
holds earning  $25,000  to  $50,000 
seeming  to  make  the  biggest  gains  on 
a  percentage  basis. 

Most  economists  have  stressed  the 
importance  of  the  life  cycle  as  a  motive 
for  saving.  Individuals  save  during 
high  earning  years  in  order  to  con- 
sume during  retirement. 

The  Federal  Reserve  data  show  that 
this  was  the  case  in  the  1980s,  with 
widespread  gains  across  all  age  co- 
horts. But  there  does  seem  to  be  a 
remarkable   difference   between   the 


wealth  gains  for  those  under  age  50 
and  those  over  50.  This  relationship 
reinforces  the  contrast  with  the 
1920s.  Today  the  typical  male  retires 
at  age  63  and  can  expect  16  years  of 
retirement.  In  the  1920s,  with  no 
Social  Security  and  few  private  pen- 
sion schemes,  most  men  died  "in 
harness,"  and  the  prospect  of  16  years 
of  retirement  was  something  to  be 
feared  from  a  financial  point  of  view. 
The  very  low  accumulation  rates  of 
people  over  50  today  may  well  reflect 
the  impact  of  the  private  and  public 
pension  schemes  that  were  excluded 
from  the  survey.  It  might  also  be  that 
the  strikingly  higher  accumulation  by 
those  under  50  may  reflect  a  simple 
lack  of  confidence  that  those  schemes 
will  exist  when  they  retire. 

Still,  the  fortunes  accumulated  by 
those  at  the  very  top  of  the  income 
distribution  probably  cannot  be  ex- 
plained simply  by  motives  such  as 
saving  for  retirement.  To  finance  a 
very  comfortable  and  inflation-pro- 
tected $100,000  annual  income  from 
age  55  to  age  85,  assuming  a  4%  real 
return,  one  would  need  about  $1.7 
million  if  one  were  to  retire  today.  But 
the  average  holding  of  the  top  1%  of 
the  wealth  distribution,  regardless  of 
age,  is  four  times  that  figure.  A  likely 
reason  that  some  people  accumulate 
more  than  they  need  has  to  do  with 
the  dynamics  of  economic  change  and 
business  formation. 

Take  a  look  at  the  people  at  the  top 
of  The  Forbes  Four  Hundred.  Sam 
Walton,  founder  of  Wal-Mart  and  the 
patriarch  of  the  country's  richest  fam- 
ily before  he  died  earlier  this  year,  was 
the  merchandising  entrepreneur  who 
fiindamentally  changed  the  way  busi- 
nesses look  at  inventory  control.  To- 
day's richest  man  is  Bill  Gates,  the  36- 
year-old  entrepreneur  behind  Micro- 
soft, whose  product  allows  most  of 
our  desktop  computers  to  operate  on 
a  single  compatible  system.  Most  of 
The  Forbes  Four  Hundred  are  people 
like  Walton  and  Gates:  self-made  en- 
trepreneurs who  are  remaking  a  bit  of 
the  American  economy  under  their 
own  personal  vision,  not  some  corpo- 
rate or  collective  view  of  the  future. 
Economists  like  Joseph  Schumpetcr 
applauded  entrepreneurs  and  the 
"creative  destruction"  they  wreak; 
Schumpetcr  understood  that  the  ful 
fillment  of  entrepreneurial  vision  lies 
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A  roundtable  discussion 

Edited  by  Cecily  Patterson 


oday's  global  marketplace  offers  new  opportu- 


nities for  investors  to  expand  their  horizons  beyond  national 
borders.  Technology  is  obliterating  traditional  barriers.  Thanks 
to  the  computer^  we  can  send  billions  of  dollars  overseas  and  back 
again  in  a  second. 


As  international  investment  options  have 
increased,  so  has  the  information  required  to 
understand  those  options.  Individual  investors 
have  to  educate  themselves  about  foreign 
accounting  and  foreign  tax  laws.  They  have  to 
be  avv^are  of  currency  risks,  as  well  as  political 
and  economic  shifts  in  governments.  The  infor- 
mation needed  to  invest  in  global  markets  has 
grown  exponentially  as  the  technology  to  facili- 
tate this  kind  of  investing  has  grown. 

Where  are  these  trends  leading  us  as  individ- 


ual investors?  What  are  the  pros  and  cons  of 
international  investing?  What  are  the  risks 
involved?  What  instruments  are  appropriate  for 
the  individual  investor,  and  which  are  more 
suited  to  the  province  of  the  professional? 

On  July  29,  1992,  financial  services  and 
industry  leaders  met  to  discuss  current  trends 
and  future  prospects  for  international  invest- 
ing. American  Heritage,  Forbes  and  Merrill  Lynch 
sponsored  the  event.  Highlights  of  the  discus- 
sion follow. 
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Moderator  Jonathan  Davis,  marketing  consultant  and  host 

of  the  new  PBS  series  Thinking  About  the  City:  International 
investing  30,  40  or  50  years  ago  was  seen  as  something 
much  riskier  and  less  liquid  that  gave  a  lower  return  than 
a  U.S.  investment.  How  is  the  situation  different  today? 

John  L,  Steffens,  Executive  Vice  President,  Private  Client 
Group,  Merrill  Lynch  &  Co.,  Inc.:  International  investing  has 
been  around,  successfully,  for  quite  some  time.  But  frankly, 
the  U.S.  investor  has  not  taken  advantage  of  it.  In  1970  the 
U.S.  market  represented  approximately  70%  of  what  was 
then  the  market  capitalization  of  the  world.  Today  it 
represents  about  35%.  The  international  index  outperformed 
the  U.S.  market  in  the  '60s,  70s,  '80s,  and  so  far,  in  the  '90s. 
During  that  period,  interesting  shifts  in  the  market  have 
occurred.  In  the  '80s,  for  instance,  investing  $10,000  in  the 
U.S.  market  would  have  returned  $35,000.  Investing  that 
same  $10,000  in  the  number  one  performing  market  in  each 
year  would  have  returned  approximately  $1,400,000. 

Davis:  That  the  U.S.  portion  of  world  capitalization  shrank 
from  70%  to  35%  in  a  period  of  approximately  20  years  is 
surprising.  How  do  you  account  for  that? 

Arthur  Zeikel,  President  and  Chief  Executive  Officer 
of  Merrill  Lynch  Asset  Management:  Clearly,  beginning  in 
the  '60s,  both  the  Japanese  and  the  German  economies 
began  to  develop  more  vibrancy.  Other  countries  around 
the  world  developed  their  infrastructure  and  their  market- 
based  thinking.  Since  the  early  '80s  this  shift  has  also  been 
accelerated,  with  the  rest  of  the  world  moving  toward 


m.i. 


John  L  Steffens 


capitalism,  free-marke 
economies  and  a   nev 
form  of  political  and  eco 
nomic  thinking.  The  cas(  k- 
for  international  investing 
from    my    perspectiv 
rests  fundamentally  oi 
this  enormous  sea  chang( 
that  the  world  is  livinj 
through.  When  a  natioi 
embraces  free-market  ecc  t':. 
nomics,     whether    it 
Portugal,  Thailand,  Singa 
pore,  Malaysia  or,  mor 


hi 


recently,  Mexico,  an  enormous  explosion  in  capital  market 
development  occurs.  So  it's  not  surprising  that  the  U.S.  poi 
tion  of  world  equity  capitalization  has  declined.  My  guess  i 
that  it  will  continue  to  decline  over  the  next  few  years. 

Jeremy  J.  Siegel,  Professor  of  Finance,  The  Wharton  Schoci 
of  the  University  of  Pennsylvania:  I  think  that  analysis  is  or 
target.  I  did  a  careful  study  of  the  data,  from  January  I97i 
through  January  1992,  which  showed  that  the  average  con 
pound  dollar  return  in  the  U.S.,  including  reinvested  div 
dends,  was  about  10.8%.  For  foreign  stocks,  on  a  valuate- 
basis,  it  was  about  13.7%  per  year.  This  difference  is  most! 
reflected  by  a  2.4%  per  year  appreciation  of  foreign  currer 
cies  against  the  dollar.  I'm  very  enthusiastic  about  foreig 
investing  on  the  equity  side,  not  as  enthusiastic  on  bond  Dgq, 
and  fixed  income.  On  the  equity  side,  I  feel  that  people  ar  [tj- 
dreadfully  underinvested. 


TOP-PERFORMING  MARKETS 
The  Top  Five  Markets  in  Percent  Growtli  from  Previous  Year  (1981-1990) 


YEAR 

1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 


Ist 


2nd 

Denmark  •t-25 
U.S.+22 
Denmark  -t-69 
Spain  +42 
Germany  +137 
Italy  •t-109 
Spain  -I-38 
Denmark  •I-54 
Germany  +47 
Hong  Kong  +9 


3rd 

Singapore  +18 
Netherlands  +17 
Australia  +56 
Japan  +17 
Italy  +134 
Japan  +  100 
U.K.  +35 
Sweden  +49 
Norway  +46 
Austria  +7 


4th 

Japan  +16 
Germany  +10 
Sweden  +50 
Belgium  +13 
Switzerland  +108 
Belgium  +81 
Canada  +15 
Norway  +43 
Denmark  +45 
Norway  +1 


5th 

Spain  +13 
Belgium  +10 
Netherlands  +38 
Netherlands  +12 
France  +83 
France  +79 
Denmark  +14 
France  +39 
Singapore  +42 
Denmark  0 


Sweden  +39 
Sweden  +24 
Norway  +82 
Hong  Kong  +47 
Austria  +177 
Spain  +123 
Japan  +43 
Belgium  +55 
Austria  +105 
U.K.  +10 


. 


Source:  Morgan  Stanley  Capital  International  (MSCI) 
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»avis:  Mr.  Buntrock,  so  far  we've  been  talking  from  the 
oint  of  view  of  the  individual  investor.  As  the  founder  of 
/aste  Management,  did  you  wake  up  one  morning  and  say, 
A^e  should  be  overseas'? 

>ean  L.  Buntrock,  Chairman  of  the  Board  and  Chief 
xecutive  Officer  of  Waste  Management  Inc.:  No,  it  was 

mpler  than  that.  We  went  public  in  1971.  The  following 
ear,  the  U.S.  went  into  a  recession.  There's  only  been  one 
:me  in  our  21-year  history  when  we  haven't  had  the 
apital  to  grow  our  business,  and  that  was  the  recession 
f  1972.  We  couldn't  use  our  stock  for  acquisition  because 
f  its  low  value  level,  and  we  didn't  care  to  sell  it  to  raise 
apital,  so  we  started  to  pursue  a  contract  in  Saudi  Arabia, 
umored  to  be  worth  half  a  billion  dollars.  We  eventually 
/on  that  contract,  and  sud- 
enly  we  were  known  as 
lore  than  just  a  Midwest 
arbage  company.  Because 
rt  were  recognized  as 
leing  a  global  company, 
ur  stock  increased  signifi- 
antly.  Last  year,  on  our 
0th  birthday,  our  compa- 
ly  was  ranked  50th  in  the 
/orld  in  market  capitaliza- 
ion  value. 

)avis:  1  think  we  all  sense 
hat  the  world  has 
hanged,  in  the  technology 
i)f  how  equity  is  traded 
nd  of  how  investments 
re  made. 


>iegel:  Clearly,  there's  been 
liquidity  explosion  in  the 
est  of  the  world,  where 
narkets  are  very  active.  1 
hink  one  of  the  most 
mportant  aspects  of  inter- 

lational  investing  is  diversification.  We  gain  in  the  long 
un  by  diversifying  and  taking  advantage  of  the  superior 
eturns  that  are  available  in  the  world  markets.  And  now, 
vith  such  high  liquidity,  investors  have  access  to  mutual 
unds,  managed,  funds  and  closed-end  funds.  There  are 
;reat  opportunities  for  the  average  investor. 

iteffens:  I  agree  that  diversification  is  very  important  to 
hese  markets.  I  would  also  argue  that  it's  important  to  be 


A  GLOBAL  INVESTMENT  GLOSSARY 

AMERICAN  DEPOSITARY  RECEIPTS  (ADRs): 
Securities  issued  by  a  major  U.S.  bank  (the  depository 
bank)  that  represent  ownership  in  a  specific  number  of 
shares  of  a  company  located  outside  the  United  States. 
The  prices  of  ADRs  are  quoted  in  U.S.  dollars, 
and  investors  may  be  able  to  monitor  these  daily  in 
financial  newspapers. 

CLOSED-END  FUNDS:  Single-country  mutual  funds 
that  are  listed  on  the  stock  exchange  or  NASDAQ,  just 
like  any  other  public  company. 

CURRENCY  RISK:  The  risk  associated  with  the  rela- 
tive strength  and/or  weakness  of  currencies  worldwide. 

GLOBAL  FUNDS:  Mutual  funds  that  buy  worldwide, 
including  the  U.S. 

INTERNATIONAL  FUNDS:  Mutual  funds  that  buy 
everywhere  but  the  U.S. 

REGIONAL  FUNDS:  Mutual  funds  that  cover  a  small 
group  of  related  countries,  like  those  comprising  Europe 
or  Latin  America. 


looking  at  overweighting  and  underweighting  some  of  the 
more  attractive  markets.  If  you  were  smart  enough  in  the 
last  few  years  to  figure  out  that  you  should  be  under- 
weighted  in  Japan,  your  international  performance 
would  have  been  much  better.  We've  talked  about  asset 
allocation  in  various  industries.  I  think  that  one  of  the 
challenges  of  the  '90s  is  going  to  be  asset  allocation  in 
various  countries  as  well  as  industries.  And  when  we  add 
currency  concerns,  it  clearly  is  going  to  mean  that  having 
some  level  of  diversification  is  going  to  be  critical  to 
success  in  international  investing. 

Davis:  We've  been  speaking  about  getting  into  other 
markets.  If  I  understand  it  correctly,  in  order  for  American 
companies  to  operate  internationally,  there  sometimes 

has  to  be  some  bending  of 
local  rules,  which  results  in 
a  hybrid  market.  This  com- 
bines, for  instance,  rules  that 
reflect  SEC  policy  and  rules 
that  reflect  the  policies  of 
the  London  Stock  Exchange. 
Would  anyone  like  to  com- 
ment on  that? 

Buntrock:  I  think  that's  reflec- 
tive of  what  is  really  chang- 
ing, globally,  right  now. 
Waste  Management  Interna- 
tional did  a  Merrill  Lynch- 
managed  initial  public  offer- 
ing this  spring,  one  of  the 
largest  ever  on  the  London 
Stock  Exchange,  at  a  very 
market-sensitive  time.  It  was 
just  a  few  days  before  the 
British  elections,  and  a  num- 
ber of  political  decisions  were 
pending  in  E\  rope  as  well. 
We  had  decided  the  London 
Exchange  was  still,  by  far,  the 
best  exchange  for  us,  if  they  could  compromise  on  several 
points.  These  were  not  material  compromises,  but  rules 
specific  to  their  internal  needs.  We  found  that  not  only 
were  they  very  cooperative,  our  own  SEC  was  also 
extremely  cooperative,  so  that  we  could  meet  our 
requirements  to  stay  within  our  schedule  and  maintain  our 
offering  dates.  Based  on  that  experience,  I  think  that  all  the 
stock  exchanges  will  become  much  more  flexible  in  order  to 
compete  in  global  markets. 
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Davis:  What  we  seem  to  be  moving  tow^ard  is  a  global  mar- 
ket where  rules  will  be  similar  enough  so  that  people  can 
function  in  different  geographic  areas.  Technology  will 
allow  24-hour  trading.  Would  that  be  an  accurate  way  to 
characterize  it? 

Buntrock:  Waste  Management  Inc.  has  worked  for  20  years 
promoting  an  international  market  for  our  stock.  We're  list- 
ed on  the  Australian  Stock  Exchange,  the  Tokyo  Stock 
Exchange,  the  Swiss  Stock  Exchanges,  in  London,  in 

Toronto  and  now  in 
Germany.  We've  made  at 
least  one  European  trip 
every  year,  going  directly 
to  our  investors  to  sell 
our  company.  When  we 
went  public  in  1971,  we 
sold  quite  a  bit  of  our 
initial  public  offering  in 
Europe,  particularly  in 
Scotland,  that's  still  held 
today.  We've  been  held, 
globally,  outside  of  this 
country,  as  much  as  25% 
at  one  time,  and  always 
over  15%.  I  believe  that  if  non-U.S.  companies  want  us  as 
investors,  they're  going  to  have  to  do  what  we  did,  and 
come  here.  They  have  to  realize  that  they  can't  rely  just  on 
a  prospectus.  Investors  really  want  to  see  the  officers  of  a 
company.  They  want  to  get  to  know  the  company,  to  be 
able  to  ask  questions  directly. 

Zeikel:  That's  an  extremely  important  trend  that  will 
encourage  a  greater  flow  of  U.S.  investment  abroad. 
International  companies  in  the  '70s  did  not  practice  finan- 
cial public  relations  or  financial  disclosure  the  way  it  is  prac- 
ticed in  the  U.S.  Accounting  was  sketchy  and  non-uniform. 
Culturally,  it's  still  very  difficult  for  some  management 
teams  to  open  up  and  recognize  that  they  have  an  obligation 
if  they  want  international  investors  to  own  their  shares. 
They  have  to  respond  to  questions  of  financial  disclosure,  to 
questions  of  adversity.  This  is  a  new  ball  game. 

Davis:  Is  it  accurate  to  say,  then,  that  as  the  markets  in  dif- 
ferent parts  of  the  world  become  more  alike,  they're 
becoming  more  like  the  American  market? 

Zeikel:  I  think  it's  clear  that  the  U.S.  markets  have  set  the 
standard,  in  terms  of  SEC  supervision,  in  terms  of  account- 
ing responsibility  and,  more  recently,  in  terms  of  director 


and  shareholder  intrusion  into  what  was  traditionally  ; 
non-scrutinized  avenue  of  activity. 

Steffens:  Clearly,  I  think  the  trends  are  going  that  way 
There  will  be  a  narrowing  of  differences  from  a  regulate 
ry,  accounting  and  information-flow  standpoint  tha 
should  be  positive. 

Siegel:  It  is  in  their  best  interest  to  present  the  kind  o 
information  that  places  the  best  value  on  their  company  i 
they  want  to  market  their  stock.  I  agree  that  most  majo 
markets  are  driven  by  the  individual  investors  within  th 
country.  But  I'm  starting  to  think  that  it's  the  internationa 
investor  who's  beginning  to  determine  prices  in  the  mai 

kets  of  smaller  countries 
The  amount  of  capital  con 
ing  in  to  emerging  market 
is  enormous  compared  t 
what's  there.  A  push  of  1' 
or  2%  into  those  market 
and  they  can  explode  an. 
become  overvalued.  Th 
world  investor  is  reall 
going  to  be  determining  th 
marginal  valuation.  Whil 
in  the  major  markets,  Japai 
Europe  as  a  whole  and  th 
U.S.,  it's  the  sentiment  c 
the  individual. 


"HAVING  SOME 

LEVEL  OF  DIVER- 

SIFICATION   IS 

GOING    TO    BE 

CRITICAL    TO 

SUCCESS    IN 

INTERNATIONAL 

INVESTING." 

John  L  Steffens,  Executive 
Vice  President,  Private 
Client  Group,  Merrill 
Lynch  &  Co. 


Zeikel:  I  agree.  That  is  agau 
a  phenomenon  of  profe 
sional  investors  looking  i 
the  world  and  devotin 
some  portion  of  their  por 
folio  to  these  opportunitic 
that  crop  up.  Information  flow  and  financial  publi 
relations  awareness  are  still  largely  institutional  phenoraeni  Ji . 
The  individual  investor  is  to  a  large  extent  uninvolvei 
Analysis  indicates  that  in  the  U.S.,  individuals  probably  o 
not  invest  more  than  3%  of  their  portfolio  in  internationj  !q. 
equities.  The  information  flow  is  only  now  developin 
rapidly  enough  to  make  the  individual  investor  aware  a 
the  opportunities,  the  risks  of  the  selection,  and  thj  ^■^• 
methodology  of  the  risk-return  trade-off.  This  Iv 
traditionally  been  an  institutionally  driven  market. 

Siegel:  The  Securities  &  Exchange  Commission  is  battlir 
with  the  New  York  Stock  Exchange  about  listing  fon-i;. 
shares.  The  NYSE  wants  the  SEC  to  liberalize  the  retiuii 
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ern  China,  Hong  Kong, 
Taipei,  other  parts  of 
Southeast  Asia  and  India. 
These  are  big  countries  that 
have  enormous  economic 
potential.  The  question  is: 
Will  they  realize  it? 


Source:  Morgan  Stanley  Capital  International  (MSCI),  ML  Global  Investment  Strategy 


ents  that  are  imposed  on  international  companies  that 
ant  to  be  listed.  I  think  the  NYSE  is  right.  I  believe  that  it 
puld  add  to  the  liquidity,  both  for  institutional  investors 

id  for  individuals.  I  think  there  is  going  to  be  a  big  battle 

:)ming  up  over  this  issue. 

leikel:  One  point  I  would  like  to  make  is  that  no  amount 
technological  development,  market  liquidity  or  informa- 
on  flow  will  eliminate  the  excesses  driven  by  human  emo- 
on  and  the  extremes  that  investors  of  all  kinds  will  drive 
ock  values  to,  both  up  and  down.  So  while  it's  comforting 
)  think  that  liquidity  will  deepen,  and  that  information 
all  improve,  and  that  people  will  understand  how  to  pro- 
ounce  the  names  of  these  stocks,  there's  no  way  investing 
i'ill  ever  be  devoid  of  human  emotions,  which  will  drive 
[lese  issues  to  extremes. 
i 

()avis:  Speaking  of  democratization,  why  don't  we  take  a 
)ok  at  Eastern  Europe? 

i.eikel:  Eastern  Europe  is  an  exciting  political  arena.  But 
ifom  an  economic  point  of  view,  these  are  essentially  very 
Tiall  countries  that  offer  a  limited  experience  in  terms  of 
ivestment  opportunity.  Czechoslovakia  has  only  12  mil- 
fon  people.  Poland,  Romania,  Bulgaria,  Albania, 
zechoslovakia  and  Hungary  collectively  do  not  make  up 
'hat's  going  on  in  southern  China  today.  If  you  want  to 
["•ok  at  economic  development  in  an  embryonic  stage, 
t'here  investment  opportunity  will  be  inordinately  differ- 
■rit  20  years  from  now,  I  think  you  have  to  look  at  south- 


Steffens:  What  you  see 
going  on  in  Eastern  Europe 
is  a  groping  for  identity. 
This  interferes  with  the 
progress  of  economic  devel- 
opment. I'd  argue  that  for 
at  least  the  next  five  years 
those  countries  will  have 
to  be  viewed  as  emerging 
markets.  Look  at  what's 
happening  in  Asia,  on  the 
other  hand.  There's  Singa- 
pore, which  is  76%  Chinese;  Taiwan,  98%  Chinese;  and 
Hong  Kong,  98%  Chinese.  Most  of  what's  going  on  suc- 
cessfully in  Malaysia  has  a  Chinese  orientation  to  it.  Add 
China  itself  and  what's  happening  in  southern  China,  and 
you've  got  almost  1.5  billion  people,  as  well  as  a  market 
that  is  going  to  offer  two  significant  benefits.  One  is 
going  to  be  internal  growth.  Anything  that  helps  that 
GNP  growth  rate  is  positive.  The  other  is  that  this  is 
an  area  where  people  are  going  to  make  major  invest- 
ments in  terms  of  plants,  using  relatively  inexpen- 
sive but  in  many  cases,  well-qualified  labor  forces. 
Motorola,  for  instance,  recently  agreed  to  put  a  plant 
in  China,  a  $300  million  investment.  This  area  is  at 
least  five  years  ahead  of  Eastern  Europe. 

Buntrock:  A  point  worth  discussing  is  global  pri- 
vatization. Capital  is  going  to  go  where  it  can  get 
the  best  return,  and  the  best  return  is  going  to  come 
globally  where  there's  privatization,  where  there  is 
less  regulation  binding  the  capital  development.  It's 
been  taking  place  in  France  for  the  last  five  or  six 
years.  And  the  Pacific  Rim  is  another  good  example. 
Capital  is  always  going  to  search  these  things  out. 

Davis:  Let's  take  a  look  at  the  sort  of  return  that  someone 
can  expect  by  investing  globally. 

Siegel:  As  I  said  before,  U.S.  stocks  have  come  in  at  10.8%  on 
a  compound  annual  return  basis  over  the  last  20  years.  Non- 
U.S.  stocks  have  come  in  at  13.7%.  This  2%  or  3%  increase 
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compounded 
over  that  many 
years  means  you 
nearly  double 
the  value  of 
your  assets. 

Steffens:       An 

interesting  way 
to  look  at  this  is 
in  making  cer- 
tain country-by- 
country  judg- 
ments in  terms  of  overvaluation  and  undervaluation, 
judgments  that  are  going  to  come  about  because  of  changes 
in  political  or  economic  vievv^s.  It's  very  interesting  to  me  to 
see  that  in  the  last  two  years,  Hong  Kong  has  gone  up  about 
40%  a  year,  while  in  the  same  period  of  time  its  next-door 
neighbor,  Japan,  has  gone  down  60%. 

Siegel:  I  think  the  strongest  case  for  international  investing 
is  made  on  the  basis  of  diversification.  Even  if  foreign 
returns  are  the  same  as  U.S.  returns,  they're  not  completely 
in  phase,  and  you  get  what  we  academics  call  "diversifica- 
tion benefit."  The  average  investor  could  commit  more  to 
equity  and,  in  general,  reduce  his  risk. 

Zeikel:  This  rests  on  the  principle  that  the  world  markets 
are  not  in  complete  synchronization  with  one  another.  And 
that  the  correlation  of  returns,  or  the  performance  of 
different  markets,  is  not  exactly  similar.  As  one  goes  up,  the 
other  one  comes  down.  In  a  sense,  this  balancing  off 
reduces  the  volatility  of  return,  and  from  an  investment 
viewpoint,  increases  the  risk-return  trade-off.  That  has  been 
the  classic,  fundamental  case  for  international  investing. 
But  my  argument  rests  on  a  different  foundation. 

I'm  always  reluctant  to  argue  that  there's  something  new 
and  different  going  on,  because  I'm  a  big  believer  in  the 
repetitiveness  of  cycles  and  the  repetitiveness  of  history. 
But  I  think  that  what  is  happening  now  will  be  looked  on 
in  retrospect  as  truly  a  new  area  of  international  political 
and  global  economic  thinking.  And  that  is  the  acceptance 
of  market-based  principles  around  the  world.  There  is  not  a 
single,  semi-industrialized  country  that  is  not  embracing 
what  used  to  be  the  American  ideal  of  doing  business  and 
having  a  profit  incentive,  as  well  as  reducing  the  involve- 
ment of  government  in  business  activities.  These  tendencies 
not  only  increase  economic  activity  but  also  political  and 
economic  freedom.  What  you  have  is  a  new  world  econo- 
my that  requires  investors  to  participate  in  this  trend. 


Davis:  How  do  the  foreign  markets  view  this  infusion  c 
American  capital? 

Zeikel:  It's  a  cyclical  phenomenon.  In  the  early  stages 
development,  you  want  foreign  investors;  in  the  later  stage 
you  don't  want  them.  Imported  capital  helps  develop 
nation  in  the  early  stages.  We  should  always  keep  in  min 
that  America  was  essentially  financed  with  foreign  capit; 
The  first  junk  bond  was  the  Revolutionary  War  bond.  A 
economic  development,  by  definition,  is  started  to  som 
extent  from  imported  capital.  And  the  welcome  mat  is 
very  transitory  thing.  There  is  always  a  risk  in  any  of  the; 
markets  that  the  host  country  will  become  less  hospitab 
toward  foreign  investing  than  it  was  the  day  you  made  tl 
investment. 

Siegel:  One  concern  a  lot  of  investors  have  is  that  if  tP 
U.S.  takes  a  very  unpopular  international  political  positioi 
there  could  possibly  be  retaliation  by  other  nation 

such  as  seizing  America 
owned  assets. 

Zeikel:  I  think  the  concer 
that  stimulates  the  mo: 
reluctance  is  lack  c 
awareness  of  the  potenti 
benefit,  and  the  risk-retui 
trade-off.  It's  a  lack  < 
knowledge  that  real 
creates  the  reluctance  1 
invest  abroad,  and  a  lack  - 
appreciation  of  all  tl 
things  we're  talking  aboi 
rather  than  these  individi! 
risk  elements  that  do  exist 

Buntrock:  It's  really  amazi  , 

to  me,  from  Waste  Mana> 

ment's  experience  of  bei  : 

an  investor  in  23  countri , 

how  accepted   and   ca 

it   is  for   us  today.    I 

exception  is  a  few  count  i 

that  traditionally  are  more  difficult  to  enter.  In  most  otl 

countries,  it's  probably  never  been  easier. 


"CAPITAL    IS 

GOING    TO    GO 

WHERE      IT 

CAN    GET    THE 

BEST   RETURN, 

AND  THE   BEST 

RETURN  IS  GOING 

TO  COME  GLOB- 

ALLY." 

Dean  L  Buntrock,  Chair- 
man of  the  Board  and 
Chief  Executive  Officer  of 
Waste  Management  Inc. 


Davis:  Okay,  I'm  persuaded.  The  returns  are  attractive 
risks  are  tolerable,  or  might  actually  be  less  than  the  ri 
would  be  of  not  investing.  The  markets  are  sufficicn 
liquid  that  I'm  not  afraid  I'll  be  stuck  with  a  worthl 
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piece  of  paper.  What  do  I  do?  How  do  I  add  a  global  com- 
[xinent  to  my  portfolio? 

Steffens:  There  are  almost  unlimited  ways  to  do  that. 
American  Depositary  Receipts  are  one  way.  Thirty  years 
ago  there  were  probably  a  handful  of  ADRs.  Now  there 
are  almost  1,400  or  1,500  of  them.  You  can  invest  on  an 
individual  stock  basis.  There  has  clearly  been  an  explosion 
in  closed-end  funds.  If  you  want  to  invest  in  Germany,  for 
instance,  there  are  five  or  six  choices  there.  Rather  than 
looking  at  strictly  closed-end  funds,  we  feel  it  makes  more 
sense  to  look  at  what  we  call  "regional  funds."  A  European 
^und  instead  of  a  German  fund.  A  Latin  American  fund 
rather  than  a  Mexican  fund.  And  in  the  last  five  years,  a 
hundred  or  more  mutual  funds  have  been  created  that 
4ive  you  the  ability  to  invest  in  either  equity  or  fixed 
income  around  the  globe,  with  specific  identification  of 
countries,  regions  or  even  industries. 

Davis:  Does  anyone  have  an  opinion  on  the  difference 
between  stock  and  debt,  overseas? 

Siegel:  As  enthusiastic  as  I  am  about  international  stock 


investing,  I  don't  tend  to 
be  as  enthusiastic  about 
international  bond  invest- 
ing, and  particularly, 
short-term  fixed  assets.  I 
know  all  these  global 
money  funds  appear 
attractive  when  the  U.S. 
has  a  y/i%  interest  rate. 
But  I've  just  seen  too 
many  people  sucked  into 
an  international  money 
market  without  being 
fully  cognizant  of  the 
currency  risks,  which  are  ^^^^y  ^-  ■^'^.^^' 
very,  very  high.  I  would  much  rather  see  someone  who's 
willing  to  take  that  sort  of  exchange  risk  go  into  stocks, 
where  the  return  is  going  to  be  much  better.  Money  mar- 
ket assets  are  the  temporary  abodes  of  purchasing  power  in 
every  country.  The  dollar  is  low,  and  could  go  even  lower. 
But  it  could  snap  back  5%,  10%,  in  a  month,  and  wipe 
out  all  the  gain  over  a  year  on  those  currency  funds. 
Bond  funds  are  a  little  better.  But  even  then,  the  risk 
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equity  markets  have  followed 
a  similar  pattern,  international 
markets  have  broadly  performed 
at  a  higher  level  since  1986. 
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is  much  greater  abroad.  Of  course,  if  you're  a  person  who 
has  a  really  good  sense  of  where  the  dollar  is  going  to  go  and 
which  currencies  are  going  to  be  strong,  then  you're  going  to 
do  well  in  foreign  currencies.  But  with  stocks,  the  extra  cur- 
rency risk  is  minimal  in  comparison  with  the  returns  that 
you're  going  to  get,  overall.  Stocks,  in  my 
opinion,  overwhelm  fixed-income  invest- 
ments, especially  in  foreign  markets. 


WHAT'S  HAPPEN 


Davis:  I  suspect  that  one  way  to  take  the  first 
step  is  to  invest  in  a  company  that's  doing 
business  overseas. 

Buntrock:  Because  of  the  risk  factors  we've 
discussed,  I  think  that's  been  the  traditional 
way.  The  trend  is  definitely  moving  toward 
mutual  funds,  or  using  more  sophisticated 
money  managers  to  invest  not  just  in  U.S. 
companies,  but  in  leading  companies  in  the 
global  markets.  In  order  to  take  advantage  of 
these  new  opportunities,  the  financial  service 
community  must  educate  the  average  investor. 

Steffens:  The  international  educational  pro- 
gram that  this  symposium  represents  is  part 
of  a  broader  educational  program.  Our  aver- 
age client  portfolio  today  is  less  than  30%  in 
equities.  What  we're  trying  to  do  is  to  encour- 
age our  clients  in  general  to  take  a  longer- 
term,  broader  position  in  equities  as  a  whole. 

Even  in  the  U.S.  market  we  are  underinvested  on 
a  long-term  basis.  We  are  trying  to  encourage  our 
investors  to  appreciate  the  long-term  benefit  of  equi- 
ties in  a  portfolio,  to  look  at  their  portfolio  on  a 
total-return  basis  over  a  long  period  of  time  and,  as 
part  of  that,  to  expand  their  international  portion.  A 
very  important  part  of  the  education  process  is 
teaching  not  only  about  international  equities,  but 
about  equities  in  general.  We'd  like  to  move  the 
equity  share  up  from  30%  to  45%  over  time,  on  a 
long-term,  disciplined,  sustained  basis. 

Siegel:  I  totally  agree.  People  are  definitely  underinvested, 
for  the  long  run,  in  equities.  They  perceive  much  more  risk 
than  really  exists.  For  people  saving  for  retirement,  for  a  20- 
or  30-year  holding  period,  equities  are  definitely  the  place 
to  be,  and  foreign  equities  should  be  a  significant  share.  But 
the  first  major  battle  is  to  convince  people  to  invest  in 
stocks.  That  they'll  do  even  better  on  an  international  basis 
is  the  icing  on  the  cake. 
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Davis:  What  about  the  issue  of  taxation,  from  the  point  o 
view  of  the  individual  investor? 

Steffens:  Obviously  the  investor  gets  two  types  o 
returns.  He  gets  dividend  and  interest  income,  an 
secondly,  a  capital  gain  or  loss.  Basicalh 
capital  gains  and  losses  are  not  treate 
any  differently  than  if  you  had  pui 
chased  a  U.S.  security.  The  potential  fo 
eign  taxes  on  dividend  and  interest  ar 
going  to  vary  by  country.  Filling  ou 
your  tax  return  becomes  a  little  mor 
complicated,  and  in  most  cases,  yo 
receive  a  tax  credit  for  the  tax  you'v 
already  paid  for  that  particular  flow  c 
funds.  We  probably  over-worry  about  ta 
considerations,  and  frankly,  makin' 
investments  on  a  tax-consideration  bas 
is  a  mistake. 


Davis:  The  elections  are  coming  up.  Wou 
anyone  like  to  volunteer  anything  about  t 
implications  of  following  different  econom 
policies  for  the  health  of  American  inve: 
ments  in  the  world  economy,  depending  c 
which  policy  is  pursued? 


Steffens:  I  think  we  have  to  be  concern 
about  the  lessons  of  history  in  terms 
looking  at  closed  markets  versus  opt 
markets.  As  we  look  at  the  concept  of  an  international  m* 
ketplace,  I  think  that  we  would  be  very  hard-pressed 
have  satisfactory  economic  results  if  in  fact  we  think  v 
are  going  to  close  our  markets.  We  live  in  a  global  enviro 
ment.  That  fact  is  going  to  play  an  important  role  in  o 
domestic  affairs,  whether  we  like  it  or  not.  Understandi 
that  and  making  it  a  part  of  our  strategic  direction  is  goi 
to  be  very,  very  important.  ■ 

Cecily  Patterson  is  a  freelance  business  writer  and  edito, 
based  in  Brooklyn,  New  York. 
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at  the  heart  of  economic  growth,  and 
is  reflected  in  rising  living  standards 
and  job  creation. 

On  the  other  hand,  economists  like 
John  Kenneth  Galbraith  despair  of 
the  aggregation  of  power  in  the  hands 
of  a  single  individual.  The  concentra- 
tion of  power  always  carries  a  risk. 
However,  there  is  only  one  alternative 
to  letting  capitalism's  entrepreneurs 
accumulate  the  economic  clout  need- 
ed to  fulfill  their  personal  vision.  It  is 
reliance  on  a  bureaucratic  vision  of 
economic  change  in  the  form  of  state 
planning,  an  option  that  has  been 
tried  elsewhere  during  the  century, 
and  found  to  be  badly  wanting. 

While  the  1980s  were  unlike  the 
1920s  in  most  respects,  one  aspect 
they  seem  to  share  is  their  entrepre- 
neurial vigor.  The  Fed  survey  shows 
that  70%  of  those  in  the  top  1%  who 
were  working  reported  that  they  were 
self-employed.  Only  15%  of  the  entire 
population  was  in  this  category. 
These  self-employed  workers  typical- 
ly reported  working  at  least  50  hours 
per  week,  compared  with  40  hours  for 
everyone  else.  Despite  what  you 
might  read  in  your  newspaper,  the  top 
1%  of  Americans  do  not  constitute  an 
idle  wealthy  class. 

The  entrepreneurial  nature  of  the 
richest  1%  is  also  evident  from  their 
balance  sheets.  The  chart  on  page  80 
shows  the  composition  of  net  worth 
for  the  top  1%  and  for  all  households 
in  both  1983  and  1989.  In  1983 
closely  held  and  personally  managed 
non-real-estate  businesses  composed 
32%  of  the  net  wealth  of  the  top  1%. 

I  This  figure  rose  to  33%  in  1989. 
Moreover,  the  top  percentile  held 
49%  of  these  business  assets  in  1983 
and  64%  in  1989. 

A  similar  story  can  be  told  about 
investment  real  estate.  This  rose  from 
20%  of  the  portfolio  of  the  top  1%  in 
1983  to  23%  in  1989.  The  share  of  the 
nation's  investment  real  estate  con- 

I  trolled  by  this  top  1  %  rose  from  3  5  %  in 
1983  to  44%  in  1989.  By  contrast,  the 
ownership  of  financial  assets,  includ- 
ing widely  traded  corporate  stocks, 

I     became  more  evenly  distributed  in 

•  the  1980s.  The  share  of  these  passive 
investment  assets  held  by  the  top  1% 
fell  from  42%  in  1983  to  36%  in  1989. 
As  a  share  of  the  portfolios  of  the  top 
1%,  the  decline  was  equally  dramatic, 
from  41%  in  1983  to  35%  in  1989. 


Thus,  the  wealth  gains  enjoyed  by 
the  top  1%  were  accompanied  by  tak- 
ing on  a  greater  share  of  the  nation's 
economic  risks — and  probably  a 
greater  share  of  active  economic  man- 
agement as  well. 

Also  implicit  in  the  Fed  survey's 
numbers  is  the  fact  that,  far  from 
consuming  their  gains,  the  wealthy 
reinvested  the  overwhelming  share  of 
their  income  in  these  growing  enter- 
prises. Given  the  incomes  reported  in 
the  Fed  survey,  we  estimate  that  80% 
of  the  income  of  the  top  1%  was  saved, 
not  consumed.  This  does  not  com- 
port well  with  notions  that  the  1980s 
were  a  period  of  excessive  greed  and 


The  ersatz  clarity  of 
front-page  headlines  in 
leading  newspapers 
notwithstanding,  the  real 
story  about  wealth  in 
America  in  the  1980s  is 
far  from  clear. 


conspicuous  spending  a  la  Jay  Gatsby. 

Another  popular  image  about 
wealth  in  America  is  that  it  accumu- 
lates in  the  hands  of  a  small  and  more 
or  less  constant  group  of  privileged 
individuals  and  families — that  the 
same  people  who  made  up  the  top  1% 
in  1973,  say,  also  made  it  up  in  1983 
and  again  in  1989.  Nothing  could  be 
fiirther  from  the  truth.  According  to 
d^ata  on  inheritances  collected  in  the 
Fed's  survey,  less  than  half  of  the  top 
1%  of  America's  wealth-holders  re- 
ceived any  inheritance  at  all  during 
their  lifetimes.  Furthermore,  the  sum 
of  all  inheritances  that  individuals  in 
the  top  1%  did  receive  over  their 
lifetimes  amounted  to  just  9.8%  of 
their  collective  wealth,  even  aft:er  ad- 
justing for  the  inflation  from  the  time 
they  were  received. 

>iembership  in  the  rich  people's 
club  turns  out  not  to  be  very  exclu- 
sive. In  1983  you  could  be  a  member 
of  the  top  1%  with  a  net  worth  of  $1.3 
million  in  the  dollars  of  that  year.  In 
1989  it  took  a  net  worth  of  $2.3 
million  to  make  the  grade.  This  high- 
er threshold  helps  to  hide  the  explo- 
sion in  the  number  of  millionaires  in 
America.  We  now  live  in  an  age  where 
one  household  in  18 — over  5% — 
headed  by  people  in  their  50s  and  60s 


is  worth  at  least  a  million  dollars. 

A  study  of  1983  data  done  by  the 
staff  at  the  Federal  Reserve  confirmed 
what  every  business  person  knows: 
that  successes  in  business  are  very 
often  followed  by  economic  reverses. 

The  same  study  examined  a  small 
group  of  individuals  in  both  1983  and 
1986.  It  found  that  28%  of  the  group 
in  the  top  10%  of  the  wealth  distribu- 
tion had  dropped  out  of  that  group 
three  years  later.  This  implies  an  attri- 
tion rate  of  about  50%  over  six  years. 
Simply  put,  half  of  the  top  1%  are 
replaced  every  six  years  by  nouveaux 
riches  entrepreneurs  on  the  way  up. 

A  similar  result  can  be  found  by 
examining  The  Forbes  Four  Hun- 
dred. Of  the  504  names  listed  in  the 
1989  survey,  some  50%  did  not  ap- 
pear in  the  1983  survey.  Again,  we 
lack  the  ability  to  compare  this 
amount  of  mobility  with  that  which 
existed  in  the  1920s.  But  in  the  1980s 
it  could  not  have  been  only  the  rich 
who  got  richer.  Someone  further 
down  the  wealth  distribution  had  to 
have  earned  and  accumulated  enough 
to  take  their  place. 

Comparing  the  1980s  with  the 
1920s  makes  for  some  attention- 
grabbing  headlines.  But  history  is 
rarely  captured  by  a  headline  or  a 
sound  bite.  It  will  be  years  before  we 
begin  to  agree  on  what  the  1980s 
were  all  about.  But  even  today  we  can 
say  something  about  what  they  were 
not  about. 

American  society  did  not  return  to 
the  1920s  and  the  Age  of  Gatsby.  We 
did  not  unweave  our  social  safety  net, 
nor  did  we  come  to  expect  American 
workers  to  toil  until  they  died.  There 
is  simply  no  comparison  between  the 
distribution  of  economic  well-being 
in  the  1980s  and  that  of  the  1920s. 

Nor  did  the  1980s  amount  to  a 
decade  during  which  a  small  segment 
of  American  society  waxed  steadily 
richer  at  the  expense  of  people  lower 
on  the  totem  pole.  Some  rich  people 
got  richer,  others  got  poorer,  and  the 
same  occurred  in  every  other  income 
group.  Our  data  show  conclusively 
that,  on  average,  Americans  were  bet- 
ter off  in  1989  than  in  1983,  regard- 
less of  their  circumstances  at  the  be- 
ginning of  the  period.  The  reality  is 
that  America  in  the  1980s  continued 
to  be  the  land  of  opportunity,  security 
and  economic  mobility.  WM 
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If  you  think 
wealthy  people 
don't  deserve 
their  riches,  you'll 
be  glad  to  know 
that  122  members 
of  The  Forbes 
Four  Hundred  got 
poorer  last  year 
and  43  fell  off  the 
list.  But  if  you 
think  rich  people 
get  that  way  by 
producing  goods 
and  services  that 
enrich  society  as  a 
whole,  you'll  be 
pleased  to  read  that 
as  a  group  the 
Four  Hundred  keep 
getting  richer. 
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Going  by  the  overall  statistics,  very  rich  Americans  got 
richer  this  year.  The  total  estimated  net  worths  of  The 
Forbes  Four  Hundred  rose  4.3%,  a  bit  better  than  infla- 
tion, to  $300.7  billion.  The  average  fortune  grew  by  $31 
million.  There  are  a  record  73  identifiable  billionaires  this 
\  ear,  up  from  67. 

But  overall  statistics  often  obscure  as  much  as  they 
reveal.  Look  more  closely  at  the  Four  Hundred,  and  you'll 
find  many  who  are  struggling.  One  indication:  The  mini- 
mum net  worth  required  to  be  counted  one  of  the  400 
richest  in  the  country  fell  to  $265  million  this  year  from 
$275  million  in  199L 

Another  sign:  122  members  of  1992 's  Four  Hundred 
were  worth  less  money  than  they  were  the  year  before. 
Some  famous  names  are  involved — John  Kluge,  Carl  Icahn, 
Curt  Carlson,  Al  Taubman.  Together,  the  aggregate  net 
worth  of  these  122  drop-down  individuals  came  in  at  $76 
billion,  down  16%  ($15  billion)  from  its  year- ago  level. 

Forty-three  people  on  last  year's  list  fell  off  our  tally  this 
year.  Among  them  was  computer  entrepreneur  Steven 
Jobs.  Last  year  we  figured  Jobs'  stock  in  his  Next  Comput- 
er, Inc.  might  be  worth  around  $350  million.  But  Next's 
sales,  currentiy  around  $127  million,  have  been  disap- 
pointing. On  the  basis  of  market  valuations  of  comparable 
computer  companies,  we  figure  Jobs'  Next  stake  is  worth 
well  under  $100  million.  (For  others  who  dropped  off  the 
Four  Hundred  last  year,  see  p.  250.) 

If  so  many  rich  folks  are  getting  poorer,  how  is  it  that  the 
Four  Hundred  as  a  group  are  getting  richer.''  No  mystery 
there.  The  individuals  whose  goods  and  services  were  in 
strong  demand  did  so  well  that  they  raised  the  averages  for 
everyone. 

Bill  Gates,  the  country's  richest  individual,  and  his 
fellow  multibillionaire  Paul  Allen  did  spectacularly  well,  as 
their  Microsoft  shares  went  up  from  59  to  78  (split- 
adjusted)  in  the  past  year.  Do  Microsoft's  rich-and- 
getting-richer  entrepreneurs  deserve  this  wealth.^  Or,  in 
the  name  of  fairness,  should  they  be  penalized  with  heavy 
income  and  capital  gains  taxes?  The  lattej,  if  you  beheve 
the  economy  should  get  out  of  computers  and  return  to  a 
simpler,  electromechanical  age. 

The  late  Sam  Walton's  heirs  move  up  from  $4.4  billion 
each  to  $5.1  billion  (we're  counting  in  his  widow  Helen, 
who  replaces  Sam)  on  Wal-Mart  Stores'  continued 
growth.  Unfair.^  Tell  that  to  the  masses  to  whom  Wal-Mart 
has  brought  quality  merchandise  at  discount  prices. 

As  usual,  there  were  a  number  of  spectacular  new  arrivals 
to  the  list.  San  Antonio's  James  Leininger  joined  the  list 
with  $285  jnillion  worth  of  Kinetic  Concepts  stock. 
Leininger  built  his  fortune  by  installing  specialized  hospi- 
tal beds  that  save  lives  in  intensive  and  prolonged  postop- 
erative care.  Ray  Noorda  took  over  a  struggling  litde 
computer  company  in  1983  and  turned  it  into  a  network- 
ing-software power  that  further  facilitates  the  computer 
revolution.  Noorda's  Novell  shares  are  now  worth  over 
$800  million. 

In  short,  the  economy  continues  to  excel  at  penalizing 
people  who  take  wrong  turns  in  business  and  rewarding 
those  who  make  the  right  decisions  and  bring  desirable 
goods  and  services  to  the  market.  Are  the  rich  getting 
richer.''  One  sincerely  hopes  so.  Hi 
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New: 

Abraham,  S.  Daniel/W.  Palm  Beach,  Fla. 

600 

152 

Abramson,  Leonard/Blue  Bell,  Pa. 

550 

156 

Ackerman,  Peter/London,  England 

300 

196 

Bass,  Anne  Hendricks/NYC;  Fort  Worth 

270 

208 

Blank,  Arthur/Atlanta 

500 

148 

Blech,  David/NYC 

295 

206 

Bloomberg,  Michael  Rubens/NYC 

350 

189 

Catsimatidis,  John  Andreas/NYC 

350 

189 

Clayton,  James  Lee/Knoxville,  Tenn. 

265 

208 

Cosby,  William  Henry  Jr./Amherst,  Mass. 

300 

200 

Coulter,  Joseph/Miami  Springs,  Fla. 

495 

162 

Davis,  Artemus  Darius/Walden,  Colo. 

300 

156 

Duke,  Jennifer  Johnson/Jacksonville,  Fla. 

300 

202 

Frist,  Thomas  F.  Jr./Nashville 

470 

168 

Goizueta,  Roberto  Crispulo/Atlanta 

315 

193 

Haas,  Walter  A.  Jr./San  Francisco 

310 

160 

Hyde,  Joseph  Reeves  Ill/Memphis 

285 

207 

Johnson  Charles/Hillsborough,  Calif. 

550 

155 

Johnson,  James  Loring/Hunterdon  Cty.,  N.J. 

300 

202 

Johnson,  Rupert  Jr./Hillsborough,  Calif. 

400 

155 

Kaiser,  George  B./Tulsa 

265 

208 

Kimmel,  Sidney /Philadelphia 

480 

166  Jl 

Kovner,  Bruce/NYC 

300 

205 

Leininger,  James  Richard/San  Antonio,  Tex. 

285 

206 

Marcus,  Bernard/Atlanta 

675 

148 

Milken,  Lowell  Jay/Los  Angeles 

275 

189 

Noorda,  Raymond  J./Provo,  Utah 

800 

137 

Pamplin,  Robert  Boisseau  Jr./Portland,  Ore. 

300 

196 

Simmons,  Richard  Paul/Sewickley,  Pa. 

315 

193 

Solheim,  Karsten/Phoenix 

450 

170 

Walton,  Helen/Bentonville,  Ark. 

5100 

93 

Returnee: 

Cantor,  Bernard  Gerald/Beverly  Hills 

300 

196 

Dixon,  Suzanne  Searle/Lake  Forest,  III. 

300 

201 

Fuqua,  John  Brooks/Atlanta 

275 

208 

Levine,  Leon/Charlotte,  N.C. 

380 

182 

Lund,  Sharon  Disney/Los  Angeles 

320 

193 

Mellon,  Richard  Prosser/Ligonier,  Pa. 

300 

198 

Mellon,  Seward  Prosser/Ligonier,  Pa. 

300 

198 

Milbury,  Cassandra  Mellon/Ligonier,  Pa. 

.00 

198 

Naify,  Marshall/San  Francisco 

345 

166 

Perdue,  Franklin  Parsons/Salisbury,  Md. 

300 

201 

Searle,  Daniel  CrowAWinnetka,  III. 

300 

201 

Searle,  William  Louis/Lake  Forest,  III. 

300 

201 

This  year  31  individuals  join 
The  Forbes  Four  Hundred  for  the 
first  time;  12  others  return  to 
our  list  of  richest  Americans. 


Forbes  400  ■  October  19, 1992 


91 


sOSi 


■  ■■h    ■  VllWhV     ■  WVII     ■■VllWIIbW 


Billionaires 


I  Capades.  Much  later,  cellular  phones. 
I  "Don't  go  into  something  just  for  the 
I  sake  of  it.  Go  into  something  because 
you  really  like  it."  Realized  $4.65 
billion  pretax  liquidating  Metrome- 
dia assets  1984  (2.5  times  what  other 
shareholders  got).  With  cash,  started 
or  bought  numerous  businesses,  in- 
cluding 70%  ailing  Orion  Pictures; 
Ponderosa  Steak  chain;  also  owns  Bo- 
nanza, Steak  &  Ale.  Sold  nyc  cellular 
business  1990  for  $1.05  billion  cash, 
$850  million  UN  Broadcasting  stock. 
Metromedia  Communications  now 
fourth-largest  long  distance  U.S.  tele- 
phone carrier.  Gave  longtime  asso- 
ciate Stuart  Subotnick  5%  of  Metro- 
media Co.:  "Assets  are  cold.  What 
brings  them  to  life  are  the  people  who 
operate  those  assets."  Convert  to  Ca- 
tholicism before  third  marriage,  to 
model-actress  Patricia  Rose  Gay, 
1981  (divorced  1990).  Has  10,000- 
acre  estate  Virginia.;  80,000  acres  and 
castle  in  Scodand  (for  sale);  signifi- 


William  Henry  Gates  III 

The  richest  man  in  America. 


William  Henry  Gates  IH 

Microsoft  Corp.  Seatde.  36.  Single. 
Father  prominent  Seattle  lawyer; 
mother  a  regent  of  U.  of  Washington. 
Created  computer  program  age  13. 
Perfect  800  on  math  sat.  Dropped 
out  of  Harvard  to  cofound  Microsoft 
Corp.  with  longtime  friend  Paul  G. 
Allen  1975;  now  world's  largest  mi- 
crocomputer software  company.  De- 
veloped operating  systems  for  IBM's 
first  PC  1980;  gets  royalty  on  each 
machine  using  ms-dos.  Recently 
bought  into  icos  Corp.,  biopharma- 
ceutical  company  specializing  in 
chronic  inflammatory  diseases  (ar- 
thritis, asthma,  etc.).  Notoriously  fast 
driver;  owns  Porsche  959,  Ferrari,  but 
drives  Lexus  to  work.  "The  focus  of 
my  life  is  my  work,  certainly  in  my  30s 
and  probably  in  my  40s."  Favorite 
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books  include  The  Catcher  in  the  Rye, 
A  Separate  Peace.  Giving  Stanford  $6 
million  computer  science  building. 
Described  as  friendly,  extremely  in- 
formal; hard-driving  boss.  Self-de- 
scription: "hard-core  technoid."  Net 
worth  $6.3  billion. 


John  Werner  Klu£fe 

Metromedia.  Charlottesville,  Va.; 
NYC.  78.  Thrice  divorced,  3  children. 
German-born  {klu0  is  German  for 
"clever"),  poor,  family  settled  in  De- 
troit 1922.  Scholarship  to  Columbia, 
earned  economics  degree  ( 1937)  and 
$7,000  gambling.  After  WWII  (Army 
intelligence)  bought  Maryland  radio 
station,  formed  Metromedia:  built 
string  of  radio,  'i\  stations;  added 
billboards,  Harlem  Globetrotters,  Ice 


John  Kluge 

"You  could  say  we've  been  fortunate." 
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cant  art  collection,  new  yacht.  "I  have 
looked  forward  to  Monday  morning 
all  my  life."  Net  worth  estimated  $5.5 
billion.  "I  haven't  added  it  up  myself 
recendy." 


Helen  Walton  -^ 
S.  Robson  Walton 
John  T.  Walton 
Jim  C.  Walton 
Alice  L.  Walton 

Widow  and  children  of  Sam  Walton 
(d.  April).  Wal-Mart  Stores.  Sam 
opened  Ben  Franklin  five-and-dime 
1945,  lost  lease;  started  again  Ben- 
tonville  with  brother  James  (which 
see).  By  1962,  15  stores,  took  public 
1970.  Had  concept:  discount  stores 


S.  Robson  Walton 

Can  he  fill  "Mr.  Sam's"  shoes? 


in  small  towns,  rural  areas,  each  big 
enough  to  freeze  out  competitors. 
Today  over  1,700  stores  in  43  states 
and  Mexico;  now  largest  retailer  in 
U.S.  (1991  sales,  $43.9  billion).  Sam, 
perhaps  most  admired  businessman 
of  his  era,  down-to-earth;  drove 
clunkers,  hunted  quail.  Sam  divested 
privately  owned  stock  into  family 
tnist  1990;  lost  2-year  batde  with 
bone  cancer  this  year;  will  remains 
sealed  but  assets  passed  to  Helen  tax- 
free.  Family  holding  company  be- 
lieved to  be  shared  equally  among 
Helen,  children.  Helen:  Bentonville. 
73.  Valedictorian  Claremore  (Okla.) 
H.S.,  U.  of  Okla.  Married  Sam  1943; 
homespun,  private.  "We  never  missed 
a  year  canoeing  the  Buffalo  River." 
Avid  traveler,  large  donor  to  Presby- 
terian Churc^.  S.  Robson:  Benton- 
ville. 48.  Yale  Law.  Divorced,  remar- 
ried; 3  children,  2  stepchildren.  Part- 
ner, Oklahoma  law  firm,  Wal-Mart 
chairman.  Skier,  pilot.  John  T.:  San 


Diego.  47.  Married,  1  child.  Viet- 
nam veteran.  Involved  in  family 
holding  company  Walton  Enter- 
prises. Owns  firm  that  builds  ocean- 
racing  sailboats.  Jim  C:  Bentonville, 
44.  Married,  4  children.  Oversees 
family  banking,  newspaper  business- 
es, real  estate.  Alice:  Rogers,  Ark. 
43.  Divorced  twice.  Started  Llama 
Co.  (investment  firm  named  after  a 
pet)  1989  with  $19.5  million  from 
Walton  Enterprises.  Says  famous  sur- 
name merely  opened  the  door. 
Pushing  to  get  hall-size  airport  in 
Benton  County.  Family's  38%-plus 
Wal-Mart  stock,  other  assets  estimat- 
ed at  least  $25.3  billion. 


Wat*ren  Edward  Buffett 

Stock  market.  Omaha.  62.  Married,  3 
children.  M.S.  Columbia.  Picked  up 
first  stock  at  age  11;  at  13  published 
racetrack  tip  sheet.  Learned  hunting 
for  securities  undervalued  by  market 
from  late  Benjamin  Graham  in  grad 
school.  Launched  Buffett  Partnership 
age  25  with  $100,000;  after  thirty- 
fold  increase,  dissolved  partnership 
1969    at   speculative    market   peak. 


Picked  up  textile  firm  Berkshire 
Hathaway  1965.  Berkshire  no  long- 
er in  textiles,  but  in  the  money: 
portfolio  worth  over  $9  billion.  Sig- 
nificant holdings:  Washington  Post, 
Coca-Cola,  Capital  Cities/ABC,  etc. 
Says  he  hates  Wall  Street,  prefers 
Omaha,  away  from  the  rumors;  but 
spent  10  months  in  Big  Apple  try- 
ing to  salvage  Salomon  investment 
after  price-fixing  scandal.  Resigned 
interim  Salomon  chairmanship  June, 
installed  associate.  Ostensibly  private, 
but  made  soap  opera  cameo  appear- 
ance urging  character  Erica  Kane  to 
go  public.  Investment  strategy:  assess 
long-term  economics,  quality  of 
management,  buy  only  a  few  of  the 
best  at  sensible  price.  Motto:  "If  at 
first  you  do  succeed,  quit  trying  [i.e., 
hold]."  Retirement  plans.'  "About  5 
to  10  years  after  I  clie."  His  42%  of 
Berkshire  worth  $4.4  billion. 


Samuel  I.  Newbousejr. 
Donald  Edward  Newhouse 

Brothers.  Publishing,  cable  TV.  Father 
Samuel  born  to  Eastern  European 
immigrants.    Ran    Bayonne    (N.J.) 


Berkshire  Hathaway's  Warren  Buffett 

"investment  must  be  rational;  if  you  don't  understand  it,  don't  do  it." 
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Donald  and  S.I.  Newhouse 

"They  are  tough,  tough  cookies." 


Times  age  16,  took  over  ailing  Staten 
Island  Advance  1922.  Fanatic  cost- 
cutter,  worked  out  of  briefcase;  built 
nation's  largest  private  newspaper 
chain:  "The  only  thing  to  do  with 
money  in  the  newspaper  business  is 
leave  it  in  the  newspaper  business." 
His  two  sons  tagged  along  on  rounds. 
Purchased  magazine  publisher  Con- 
de  Nast  1959  (motto  then:  "Class, 
not  mass")  for  $5  million  as  anniver- 
sary present  to  wife:  "She  asked  for  a 
fashion  magazine,  and  I  went  out  and 
got  her  Vogue."  Attracted  legend- 
making  talent.  Samuel's  death  1979 
brought  estate  tax  cases  (2  settled 
favorably,  1  to  go).  Sons  expanding 
empire:  29  newspapers  (total  circ. 
over  3  million);  14  magazines;  books; 
cable  TV  ( 1 .3  million  subscribers);  etc. 
S.I.:  NYC.  64.  Divorced,  remarried;  3 
children.  Supervises  magazines  (New 
Yorker,  Vogue,  Gourmet,  Vanity 
Fair,  Parade,  etc.).  Random  House. 
Introverted,  dedicated  art  collector; 
workday  starts  4:45  a.m.,  answers 
own  phone.  Policy  on  sacred  cows: 
picked  Vanity  Fair's  Tina  Brown  as 
editor  of  New  Yorker  (yes,  the  New 
Yorker).  Son  Samuel  III  Jersey  Jour- 
nal publisher.  Donald:  63.  Married,  3 
children.  Advance  Publications  presi- 
dent; runs  newspapers,  cable  TV.  Son 


Steven  Jersey  Journal  editor.  Intense- 
ly private:  "These  people  are  fanatics. 
They  would  kill  someone  who  walked 
with  their  numbers."  Si,  Donald 
share  empire  conservatively  estimated 
$7  billion.  Without  their  numbers. 


Sumner  Murray  Redstone 

Movie  theaters.  Viacom.  Newton* 
Centre,  Mass.  69.  Married,  2  chil- 
dren. Father,  part-time  restaurant 
owner/nightclub  operator,  opened 
drive-in  theater  late  1930s;  made 
good  living.  Sumner  attended  highly 
competitive  Boston  Latin  School; 
graduated  with  highest  academic  rec- 
ord 1940.  In  top  12  of  class  Harvard 
Law  1947;  practiced  law;  entered  fa- 
ther's theater  business  1954.  "I 
thought  if  I  had  to  be  in  business,  I'd 
rather  be  in  business  for  myself."  Built 
National  Amusements  Inc.,  now  over 
750  screens  U.S.,  U.K.;  coined  term 
"multiplex."  Survived  1979  Boston 
hotel  fire  with  scarred  right  hand  by 
clinging  to  outside  ledge.  Successful 
player  1980s:  profitable  investment 
roles  in  Twentieth  Century  Fox,  Co- 
lumbia Pictures  takeover,  MGM/UA 
home  video  buyback.  Acquired  Via- 
com in  highly  leveraged  transaction, 
$3.2  billion,  1987;  took  public  next 
day;  operating  profits  increased  40%, 


to  $312  million  1991.  Fought  John 
Kluge  for  Orion  Pictures,  fortuitously 
lost:  Viacom  came  away  with  $16.8 
million  profit.  "Great  successes  are 
built  on  failures  and  calamities  and 
frustrations,  not  on  small  successes." 
Net  worth  recendy  $3.25  billion. 


Ronald  Owen  Perelman 

LBOs.  NYC.  49.  Divorced,  remarried;  5 
children.  Exposed  to  business  at  fa- 
ther's metal  fabricating  outfit  in  Phil- 
adelphia; then  Wharton  business 
school.  In  1978  borrowed  $1.9  mil- 
lion to  buy  minority  interest  in  jewelry 
distributor;  built  into  MacAndrews  & 
Forbes    conglomerate,    using    debt 


Sumner  Murray  Redstone 
Happy  loser  in  fight  for  Orion. 


Ronald  Perelman 

Revion  needed  more  malteup. 

from  Drexel  Burnham.  Constructed 
money  machine:  buy  undervalued  as- 
sets, divest  all  but  cash  cows,  use- 
money  to  bag  bigger  game.  Nailed 
Revion  for  $3  billion  1985,  failed 
$4.1  billion  bid  for  Gillette.  Acquired 
Marvel  Entertainment,  outdoor- 
equipment  leader  Coleman  Co.,  Na- 
tional Health  Laboratories,  First  Gi- 
braltar s&Ls,  etc.  Staggered  under 
weight  of  debt,  but  pulled  off  coup: 
timed  1991-92  IPO  market  right, 
public  bought  into  Marvel,  C^olcman, 
National  Health;  debt  under  control. 
Ron's  stakes  smaller  but  lucrative. 
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Sports  cars  come 

'    and  go.  Most 

flare  brightly  for  a 


moment,  then  fade  away  like  falling 
stars.  But  one  has  endured:  igniting 
vivid  memories  of  Sting  Rays,  Makos, 
Split  Rear  Windows  and  the  look 
on  a  kid's  face  as  it  drove  by 


The  original  dream  car  Corvette. 

Our  new  Commemorative  Edition  ^ 

is  amply  equipped  to  make  a  little  ^ 

history  of  its  own.  It  continues  'Vette's  A 
unrivaled  tradition  of  cutting-edge 

technology  with  our  most  powerful  ^' 

small-block  production  V8  ever:  the  J' 

300  horsepower  LTl.  There's  also  t 


A  N  N  I  V  F  R  S 


j    Acceleration  Slip  Regulation  (ASR), 
a  six-speed  manual  transmission  and 
directional  asymmetric  tires.  The 
American  Sports  Car.  Corvette  LTl. 

Forty  years  and  over  a  million 
Vettes  later,  it  still  takes  your  breath 
away  But  then,  what  else  would  you 
expect  from  The  Heartbeat  of  America? 


(.Jk"^ rtjltl.  iIk-  CJx%Txiti1  i:ml*.iii.  Ci>r\vlU'  .iixl  iIk-  (xirulf 
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The  Heartbeat 
OF  America  ■ 


R  O  L  E  T         C  O  R  V  E  I 
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Offered  "New  Revlon"  float  this 
year,  but  withdrew  after  public  balked 
at  asking  price.  Stock  holdings,  Rev- 
lon, S&Ls  estimated  $2.9  billion. 


TedArisan 

Carnival  Cruise  Lines.  Tel  Aviv,  Isra- 
el. 68  Divorced,  remarried;  2  chil- 
dren from  first  marriage,  1  adopted  in 
second  marriage.  Born  Tel  Aviv  to 
shipowner  father.  Left  American  Uni- 
versity of  Beirut  1942  to  join  British 
army;  sergeant  major.  Postwar,  dis- 
couraged by  shipping  business  pros- 
pects, sold  out  after  father  died.  To 
U.S.  1952,  dabbled  in  air  cargo,  etc. 
Took  over  troubled  cruise  ship  com- 
pany 1966.  Survived.  In  1972  started 
Carnival  Cruise  lines  with  one  used 
transadantic  liner  that  guzzled  too 
much  fiiel.  Slower  speeds  meant  more 
time  at  sea,  so  added  disco,  casino, 
nightclubs,  movie  theater,  made  ship 
the  destination.  The  "Fun  Ship" 
grew  to  9-ship  fleet  of  "Love  Boats" 
cruising  to  nowhere,  revenues  $1.4 
billion.  Retired  to  Israel  1990;  son 
Micky  in  charge.  Also  majority  owner 
Miami  (basketball)  Heat,  real  estate 
firm,  etc.  Recendy  donated  $14  mil- 
lion to  New  World  Symphony.  Also 
supports  Mount  Sinai  Medical  Cen- 
ter, U.  of  Miami,  Albert  Einstein  Col- 
lege of  Medicine.  His  shares,  etc., 
recendy  worth  $2.85  billion. 


Paul  Gardner  Allen 

Microsoft.  Mercer  Island,  Wash.  39. 
Single.  Left  Washington  in  1975  to 
start  Microsoft  with  boyhood  friend 
Bill  Gates.  Ran  r&d  developing  MS- 
DOS  and  Basic.  Left  1983  diagnosed 
with  Hodgkin's  disease;  in  remission. 
Sdll  on  board,  a  major  shareholder. 
Founded  Asymetrix  Corp.,  software 
company,  1985.  Original  product: 
Toolbook,  do-it-yourself  program- 
ming kit  for  IBM  compatibles.  Shoots 
hoops  in  backyard  for  relaxation.  In 
1988  purchased  Pordand  (basketball) 
Trail  Blazers.  "Basketball  is  one  of  my 
real  passions."  Also  on  board  of  retail- 
er Egghead  Discount  Softrware.  Re- 
cently cofounded  Inter\'al  Research 
Corp.:  computer  r&d  in  information 
systems,  communications.  Enjoys 
sailing,  chess  and  playing  his  electric 
guitar.  His  stock  recently  worth  $2.8 
million. 


Keith  Rupert  Murdoch 

Contemptuous  of  most  U.S.  newspapers. 


Keith  Rupert  Murdoch 

The  News  Corp.  Ltd.  Australia,  Lon- 
don, NYC,  LA.  61.  Divorced,  remar- 
ried; 4  children.  Father  Sir  Keith  cele- 
brated editor  Melbourne  Herald. 
Son:  Oxford  1952.  Trained  on  Lon- 
don's Fleet  Street.  Took  over  Ade- 
laide News  age  23.  Famous  for  sensa- 


tional headlines:  "Queen  Eats  a  Rat." 
Bought  Sydney  Daily  Mirror  1960. 
Diversified  into  TV,  magazines,  book 
publishing.  Bought  U.K.  publica- 
tions; to  U.S.  1974.  Purchased  N.Y. 
Post;  since  sold:  "It  was  a  heartbreak- 
er.  Mission  Impossible.  Afterwards  I 
was  lost  and  kind  of  depressed."  Also 
New  York  magazine.  File,  Boston 
Herald  et  al.  Bought  Metromedia  TV 
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Microsoft  Corp.  cofounder  Paul  Allen 

Trying  to  re-create  his  first  success  with  Asymetrix,  interval  Research. 
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Because  you  have  a  distinct  view  of  the  world. 


V\e  designed 
Chemical  Private 
Banking  explicitly 
to  satisfy  the  diverse 
and  complex  needs 
of  the  most  discern 
ing  individuals. 
tor  help  in  invest- 
ing your  resources, 
realizing  financial 
opportunities  and 
building  and  pro- 
tecting your  wealth, 
rely  on  us. 
io  explore  the 
benefits  of  a  Private 
Banking  relation- 
ship, please  call 
Thomas  }.  Letarte  at 
(212)  621-2583. 


^Chemical 


The  Private  Bank 


Neu  York,  New  Jersey,  Florida,  California,  Texas,  London,  Tokyo,  Nassau,  Guernsey.      ©1992  chemicai  Bank  Member  fdic. 
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stations.  Twentieth  Century  Fox,  but 
perhaps  bored  by  the  glitz  of  Holly- 
wood: "I'm  not  into  that.  It's  a  crazy 
business.  I  enjoy  the  risk  factor.  I 
enjoy  exercising  one's  taste  and  judg- 
ment." Owns  Fox  Broadcasting.  Ag- 
gressive use  of  leverage  threatened  to 
sink  company  1990-91;  restructuring 
saved  it.  Sold  Premiere,  Soap  Opera 
Digest,  New  York  magazine,  etc.,  to 
Kohlberg  Kravis  Roberts  for  reported 
$650  million.  Company  still  highly 
leveraged,  but  his  News  Corp.  shares 
are  vast  bulk  of  $2.6  billion  fortune. 


Richard  Marvin  DeVos 
JayVanAndel 

Partners.  Am  way  Corp.  Ada,  Mich. 
Richard,  66;  Jay,  68.  Both  married,  4 
children;  all  children  serve  on  compa- 
ny's pohcy  board.  Next  door  neigh- 
bors, high  school  buddies.  DeVos' 
father  electrician;  Van  Andel's  car 
dealer.  Army  Air  Corps  WWII.  Post- 
war, started  chartered  air  service,  then 
hamburger  stand.  Joined  Nutrilite, 
small  direct-sales  firm.  Developed 
successfiil  distribution  network.  After 
quarrel  1959,  pulled  out,  took  dis- 
tributors with  them.  Started  Am  way 
in  their  basements.  First  product,  bio- 
degradable soap,  bought  distribution 
rights  from  struggling  Detroit  chem- 
ist. Sold  so  much  soap  in  2  years, 
opened  own  plant  outside  Grand 
Rapids.  Eventually  over  400  products 
sold  person-to-person;  preaching 
American  dream,  free  enterprise  to 
recruit  salespeople.  From  1970s,  also 
in  Australia,  U.K.,  France,  Germany, 
Japan.  Independent  Amway  distribu- 
tors sued  by  Procter  &  Gamble  for 
spreading  damaging  rumors.  Compa- 
ny continues  to  boom:  marketing 
pacts  with  big  names  (mci,  Firestone, 
Coca-Cola).  Company  claims  1992 
retail  sales  $3.9  billion.  Net  may  ex- 
ceed $200  miUion.  Also  real  estate, 
jewelry,  hotels,  etc.  With  Irwin  Ja- 
cobs, knocked  on  Avon's  door  1989 
with  $2  billion  bid  for  the  company. 
Failed.  Spring  1991  8%  Amway  Japan 
went  public;  Amway's  92%  stake  then 
worth  $8.2  billion.  Dropped  fast, 
now  worth  over  $2  billion.  DeVos: 
"Amway  is  more  than  a  company,  it's 
a  movement  to  help  people  help 
themselves."  Partners  share  revival - 
meeting  dream  machine,  sales  opera- 
tion worth  some  $5  billion. 


Henry  Lea  HilUnan 

Industrialist,  venture  capital,  real  es- 
tate. Pittsburgh.  73.  Married,  4  chil- 
dren. Quiet  son  of  strong-willed  coal- 
steel-gas  tycoon  John  Hartwell  liill- 
man  Jr.,  who  followed  lead  of  Mellon 
and  Carnegie,  took  over  Pittsburgh 
Coke  &  Chemical  and  built  Texas  Gas 
Transmission.  After  Princeton,  Hen- 


Henry  Hillman 

From  smokestacks  to  high  tech. 


ry  joined  business  1946,  took  over 
after  father's  death  1959,  bought  out 
5  siblings  (now  deceased).  Sold  off 
smokestack  assets  to  diversify  into 
real  estate,  light  industry.  "When 
times  change,  you  have  to  change." 
Invests    in    advanced    technologies. 


sank  large  sums  into  Silicon  Valley 
mid-1970s;  now  investing  medical 
technology.  Backed  lbo  shops,  in- 
cluding Kohlberg  Kravis  Roberts; 
later  his  own  Copeland  Corp.  Real 
estate  holdings  span  nation.  Wife  El- 
sie leading  Pa.  Republican.  Henry 
owns  80%  of  business  empire;  step- 
brothers Howard  and  Tatnall  (which 
see)  split  20%;  Henry's  share  estimat- 
ed $2.4  billion. 


Henry  Ross  Perot 

Computer  services.  Dallas.  62.  Mar- 
ried; 4  daughters,  1  son.  Son  of  east 
Texas  horse  trader.  Eagle  scout.  An- 
napolis. Left  Navy  after  4  years  for  IBM 
sales  job;  once  filled  annual  sales  quota 
in  19  days.  Formed  Electronic  Data 
Systems  1962  after  IBM  decided 
against  selling  data  processing  ser- 
vices. Paper  billionaire  by  1969.  Stock 
crashed  1970,  recovered.  Sold  eds  to 
GM  1984  for  some  $1  billion,  plus 
stock.  Pesky  GM  board  member;  was 
paid  $700  million  to  go  away.  Started 
EDS-like  Perot  Systems  1988;  doing 
well.  Major  Dallas  real  estate,  includ- 
ing Alhance  industrial  airport  project. 
Huge  muni  bond  portfolio.  Re- 
nowned patriot;  rescued  2  EDS  em- 
ployees from  Iranian  prison  1979. 
Outspoken  populist  image  turned 
into  1992  promise  to  angry  electorate: 


H.  Ross  Perot  on  the  stump 

So  far,  he's  proved  more  successful  in  business  than  politics. 
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get  him  on  the  ballot  in  all  50  states, 
will  run  for  President,  spend  $100 
million  on  campaign.  Promised  "elec- 
tronic town  hall,"  lower  deficit.  Thou- 
sands of  "Perotistas"  collected  mil- 
lions of  signatures.  Perot  led  Bush, 
Clinton  in  polls  May,  June.  But  weak- 
ened after  hammering  from  press, 
politicians.  Dropped  out  July:  said  he 
can't  win.  But  couldn't  stay  quiet. 
What  now,  Ross.^  "Go  to  work.  Go  to 
work.  I've  got  to  pay  the  bills."  Esti- 
mated $2.4  billion  should  cover  Visa 
card  (see  story,  p.  72). 


Ed^ar  Miles  Bronfman 

Seagram  Co.  nyc.  63.  Married  4  times 
(twice  to  same  woman),  now  di- 
vorced; 7  children.  Father  Samuel  ran 
small  Winnipeg  hotel;  established  li- 
quor distillery  Montreal  1924.  Cap- 
tured windfall  during  Prohibition, 
bought  out  rival  Joseph  E.  Seagram  & 
Sons  1928.  "Mr.  Sam"  died  1971; 
spht  fortune  among  4  children.  Du- 
ties also  divided:  Edgar  took  Ameri- 
can branch,  brother  Charles  got  Ca- 
nadian subsidiary.  Today  one  of 
world's  leading  liquor  and  wine  pro- 
ducers (1991  revenues,  $6.3  billion); 
owns  24.4%  Du  Pont  and  acquired 
Tropicana  Products  1988.  Edgar  Jr. 
runs   company   day   to   day;   Edgar 


Edgar  Miles  Bronfman 
Seven  and  Seven,  anyone? 


spends  much  time  on  outside  inter- 
ests, especially  World  Jewish  Con- 
gress. Invited  Jesse  Jackson  to  speak  at 
wjc  conference  on  anti-Semitism; 
guest's  comments  lauding  Zionism 
well  received.  Jackson:  "Edgar  Bronf- 
man took  a  bold  and  courageous  step. 
He  reached  out  and  he  found  there 
were  waiting  hands."  Seagram's 
stock,  other  assets  recently  worth 
$2.35  billion. 


Forrest  Edward  Mars  Sr. 
Forrest  Edward  Marsjr, 
John  FranJdyn  Mars 
Jacqueline  Mars  Vqgel 

Candy,  pet  food.  Son,  2  grandsons 
and  granddaughter  of  Frank  and 
Ethel  Mars,  Seatde  candymakers.  Af- 
ter two  failures,  1914  bankruptcy, 
moved  to  Minnesota  1920;  struck  it 
rich  with  Milky  Way  recipe  1923. 
Frank  (d.  1934)  financed  son  For- 
rest's British  candy  business  to  keep 
him  out  of  U.S.  business.  Forrest  Sr.: 
Las  Vegas.  80s.  Widowed;  2  sons,  1 
daughter.  Built  candy  power  in  Eu- 
rope, returned  1940  one-third  owner 
of  U.S.  company;  added  m&ms,  Uncle 
Ben's  rice.  Bought  out  half  sister,  won 
control  from  rest  of  family  1964.  Built 
Mars,  Inc.  into  one  of  world's  largest 
candy  companies.  Also  Kal  Kan  pet 
food,  etc.  Estimated  1991  sales  over 
$10  billion.  Tenets:  quality  ("the 
consumer  is  our  boss"),  cheap  pack- 
aging ("they  don't  eat  the  paper"), 
.fanatic  cost  control,  cleanliness.  Re- 
tired 1973,  now  completely  retired; 
runs  fine  chocolate  boutique  Las  Ve- 
gas. "I  pray  for  Milky  Way,  I  pray  for 
Snickers."  Forrest  Jr.:  McLean,  Va. 
61.  Married,  4  daughters.  Secretive 
like  father.  Set  up  company's  Dutch 
unit.  Now  co-president.  Pushed  new 
candy  image  as  energy  food;  added 
granola  bars,  noncandy  snacks.  John: 
Arlington,  Va.  57.  Married;  1  son,  1 
daughter.  Said  to  have  inherited  fa- 
ther's brusque,  autocratic  manner; 
began  Australia  operation,  now  co- 
president.  Jacqueline:  Bedminster, 
N.J.  52.  Divorced,  remarried;  3  chil- 
dren. Director.  Siblings  said  to  own 
Mars,  yet  final  word  still  father's.  With 
over  50  autonomous  units  world- 
wide, sun  never  sets  on  Mars  empire; 
4  share  company  worth  estimated  $9 
billion. 


Barbara  Cox  Anthony 
Anne  Cox  Chambers 
andfamilies 

Sisters.  Inheritance.  Father  James  M. 
Cox,  country  schoolteacher  who 
bought  Davton  (Ohio)  Daily  News 
1898  for  $26,000.  Three-time  Ohio 
Democratic  governor;  failed  presi- 
dential bid  1920  (FDR  running  mate). 
Left  politics,  bought  Atlanta  Journal 
1939,   Adanta   Constitution    1950. 


Anne  Cox  Chambers 

A  self-described  "peasant." 


Merged,  now  flagship  of  newspaper 
empire.  Son  James  Jr.  took  over  after 
father's  death  1957,  moved  into  cable 
TV,  d.  1974.  Sisters  have  98%  owner- 
ship. Gave  control  first  to  Barbara's 
husband.  Garner  Anthony,  then  to 
Barbara's  son  by  other  marriage, 
James  C.  Kennedy  44,  1988.  Cox 
Enterprises  now  17  dailies,  8  week- 
lies, huge  cable  empire  (over  1.6  mil- 
lion subscribers).  Also  Manheim  Auc- 
tions, nation's  largest  car  auction. 
Barbara:  Honolulu.  69.  Divorced, 
widowed,  remarried;  2  children. 
More  reclusive  sister,  owns  ranch  in 
Australia;  chairwoman  Dayton  pa- 
pers. Anne:  72.  Twice  divorced,  3 
children.  Atlanta  socialite,  crack  shot. 
Served  as  old  friend  Jimmy  Carter's 
ambassador  to  Belgium,  but  asserts 
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she's  "basically  a  peasant."  Chair- 
woman Atlanta  papers.  Two  sisters 
share  estimated  S4.2  billion  fortune. 


Robert  Edward  (Ted)  Turner  HZ 

Turner  Broadcasting  System.  Ros- 
well,  Ga.  54.  Twice  divorced,  5  chil- 
dren; married  actress  Jane  Fonda  De- 
cember 1991.  Booted  from  Brown: 
girl  found  in  frat  room.  At  24  saved 
late  father's  billboard  company.  Ac- 
quired small  Atlanta  TV  station  1970, 
bought  out  partners;  launching  pad 
for  "superstation"  TBS  1976:  beamed 
local  programming  to  cable  systems 
nationally  via  satellite.  Now  empire 
includes  TBS  and  TNT  (48%  of  reve- 
nues), CNN  and  Headline  News 
(32%),  MGM  film  library  and  Hanna- 
Barbera  (13%),  Atlanta  (baseball) 
Braves  and  Atlanta  (basketball) 
Hawks  (4%).  Big  December:  one 
week  tied  knot  with  Fonda,  next  week 
named  Time  Man  of  the  Year  for 
"redefining"  news  with  CNN  in  year  of 
Gulf  war  and  communism's  collapse. 
In  1991  also  acquired  Hanna-Barbera 
parent.  "I  approve  ever}'  project." 
Politics   in   future   for  Mr.   Fonda? 


"You've  got  to  make  so  many  com- 
promises and  everything  goes  so 
slow.  1  like  to  move  fast,  make  the 
decision  and  go."  Champion  yachts- 
man now  also  raising  buffalo  on 
Montana  ranch.  Stock,  other  assets 
worth  $1.9  billion. 


Philip  Hampsan  Knight 

Nike,  Inc.  Hilisboro,  Ore.  54.  Mar- 
ried, 2  sons.  U.  of  Oregon  track  star. 
M.B.A.  Stanford,  1962;  wrote  mar- 
keting paper  on  potential  of  selling 
athletic  shoes  made  in  the  Far  East. 
"Everybody  was  writing  about  com- 
puters and  electronics,  but  all  I  really 
knew  about  was  running."  Price  Wa- 
terhouse  cpa;  moonlighted  import- 
ing Japanese  track  shoes  with  former 
college  track  coach.  Bill  Bowerman 
(cofounder  Nike  and  designer  of  track 
shoes).  Started  making  own  shoes 
1971  under  new  name:  Nike.  Prolif- 
erated st)'les,  gimmicks:  introduced 
waffle  soles,  1972;  air-cushioned  in- 
soles, 1979.  Heavy  advertising.  Went 
public  1980.  Sales  boomed  until 
Reebok  bumped  Nike  from  top  spot 
1986.   Six-year  footrace:   now  31% 


Cable  TV  billionaire  Ted  Turner  looks  to  the  1990s 
A  very  good  year. 


Philip  Hampson  Knight 

Carved  a  niche  through  "word  of  foot. 


market  share,  Reebok  24%  (see  Fire- 
man). Sneakers  go  only  so  far.  Nike 
diversifying  into  apparel,  accessories, 
casual  shoes;  recendy  acquired 
Sports  Specialties,  largest  seller  li- 
censed headwear.  "Headwear  alone 
is  a  $1.5  billion  retail  segment  in  the 
U.S.  and  holds  great  potential  for 
rapid  growth  internationally."  Still 
an  avid  runner;  tennis.  Stock  sale 
proceeds,  shares  recendy  worth  $1.9 
billion.  "1  wouldn't  trade  places 
with  anybody." 


Leslie  Herbert  Wexner 

The  Limited,  Inc.  New  Albany,  Ohio. 
55.  Single.  Dropped  out  of  law  school 
1961  to  work  in  father's  clothing 
store.  Dropped  out  of  father's  store  to 
try  "his  way"  with  $5,000  from  aunt: 
segment  market,  sell  sportswear  to 
young  women.  "1  wanted  to  show  my 
dad."  Named  venture  the  Limited — 
limited  to  women's  sportswear.  First 
year's  sales:  $160,000.  Another  skep- 
tic, Milton  Petric  (which  see).,  told 
Leslie  to  stay  small.  Expanded  any- 
way; built  national  chain  after  first  5 
stores  went  public  1969.  Later  bor- 
rowed, expanded  via  acquisitions: 
Victoria's  Secret,  Henri  Bendel,  Ab- 
ercrombie  &  Fitch,  Lerner  New  York. 
Also  men's,  children's  apparel.  Today 
over  4,100  stores  nationwide,  1991 
revenues  $6.3  billion;  seeks  $10  bil- 
lion sales  by  mid-1990s.  Not  confi- 
dent  about   economy,   but   "Since 
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Goming 
From  A 

Tliaclition 

Rivaled 

Only&/ 

The  Game 

Itself. 


Since  our  entry  into  the 
golf  market,  Cross  Creek 
Pro  Collection  has  con- 
tinued its  rapid  growth  as 
a  leading  resource  of 
quality  knit  shirts.  Backed 
by  57  years  of  experience, 
Cross  Creek  offers  a  full 
range  of  superior  cotton 
knit  shirts,  sweaters,  and 
shorts  created  exclusively 
for  the  golf  market. 
Look  for  Cross  Creek,  the 
finest  golf  apparel  made. 


Cross  Creek 

Pro  Collection.  Since  1935. 

The  Experience  Shows? 


CrossCrcek* 


The      Exceptional      Shirt 
MADE  IN  U.S.A. 


©Cross  Creek  Apparel  Inc.  1992 


inL  iunDL«f  luun  nununLU 


OVER  SKOOO.OOO.OOO 


The  Limited's  Leslie  Wexner 

"I  buitt  a  business  so  I  can  create  my  own  world.  And  I  live  in  it." 


Adam  and  Eve,  people  have  always 
wanted  to  look  different."  Harshly 
critical  of  quotas  and  duties  on  appar- 
el: "This  is  Robin  Hood  in  reverse: 
take  from  everyone  and  the  rich  keep 
it."  Has  Aspen  getaway,  jogs  regular- 
ly. Generous  with  Ohio  colleges,  Jew- 
ish causes.  Stock,  other  assets  worth 
$1.8  billion. 


David  Packard 

Hewlett-Packard.  Los  Altos  Hills, 
Calif.  80.  Widowed,  4  children. 
Scholar- athlete  at  Stanford:  Phi  Beta 
Kappa,  football,  basketball,  track. 
With  less  than  S500,  founded  HP  with 
pal  William  Hewlett.  Provided  the 
business  sas'xy;  Hewlett,  the  engi- 
neering skill.  After  little  success  with 
bowling  foul-line  indicators,  struck 
pay  dirt  with  audio  oscillators.  HP  now 
among  world  leaders  in  electronics — 
particularly  strong:  calculators  and  la- 
ser printers.  Total  1991  sales:  SI 4.5 
billion.  Nixon's  Deputv'  Defense  Sec- 
retan-  1969-71,  chaired  Reagan's 
Blue  Ribbon  Commission  on  De- 
fense Management  1985-86.  Philan- 
thropist: S70  million  to  alma  mater 
for  children's  hospital  1986,  S40  mil- 
lion to  Monterey  Bay  Aquarium 
1984;  bulk  of  fortune  to  go  to  David 
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and  Lucile  Packard  Foundation.  Big 
influence  in  Silicon  Valley:  "He  can 
put  his  arms  out  and  he  can  say,  'It 
shall  be'  and  it  happens.  It's  almost 
biblical  power."  Perhaps  it  comes  of 
holding  SI  .8  billion  in  HP  stock. 


David  Packard,  Hewlett-Packard  cofounder 
"Almost  biblical  power." 


Jay  Arthur  Pritzker 
Robert  Alan  Pritzker 

Brothers.  Finance,  manufacturing. 
Grandfather  Nicholas  Pritzker  came 
to  Chicago  from  Kiev  1881;  started 
law  firm  1902;  joined  by  his  3  sons, 
still  Pritzker  &  Pritzker  today.  One 
son,  Abram  (A.N.),  got  into  real  es- 
tate, light  manufacturing  late  1930s; 
died  1986  (lawyers  minimized  estate 
taxes  so  well,  iRS  pressing  for  S53 
million;  trial  a  threat).  A.N.'s  sons 
multiphed  holdings.  Financial  wizard 
Jay:  70.  Married,  4  children.  Studied 


Jay  Arthur  Pritzker  and  wife.  Marian 

New  division:  luxury  retirement  centers. 


law,  used  father's  credit  to  finance 
own  deals.  Started  Hyatt  hotels  1957; 
long  run  by  brother  Donald  (d. 
1972);  known  for  extravagant  archi- 
tecture; expanding  under  Jay's  son 
Thomas;  new  division  offers  luxury- 
retirement  centers,  run  by  Donald's 
daughter  Penny.  Family  engineer 
Robert:  66.  Twice  divorced,  5  chil- 
dren. Runs  over  60  manufacturing, 
ser\  ice  firms  through  Marmon  Group 
( 1991  sales,  S3.9  billion).  Family  also 
owns  85%  TicketMaster,  smokeless 
tobacco  company  Conwood,  about 
one-third  Royal  Caribbean  cruises, 
etc.  Also  real  estate.  Hyatt,  cruises, 
real  estate  all  hurting  in  recession. 
Total  fortune  estimated  $3.4  billion 
or  more. 


Sid  Richardson  Bass 
Lee  Marshall  Bass 

Brothers.  Oil,  investments.  Two  of  4 
sons  of  Pcrr\'  Richardson  Bass,  whose 
uncle,   oil    r\'COon   Sid    Richardson, 
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EasyLink  Services 


Fax  to  the  Max 


How  to  Get 

More  Power  and 

Emciency  Out  of 

Your  Business 


t  used  to  be  so  simple.  You'd  put  a  piece  of  paper  in  a  fax  macliine,  dial  a  phone 
number,  push  the  start  button  and  a  facsimile  of  your  document  would  emerge 
from  another  machine  in  another  place.  Simple  and  often  stunning,  but  not  always 
enough  to  meet  todays  business  needs.  What  if  you  need  to:  ■  Send  the  same 
document  to  multiple  locations?  ■  Receive  faxes  on  the  road?  ■  Send  confidential 

material?  ■  Make  sure  your  fax  has  actually  been  received?  ■  Avoid  redialing  a  busy 
Communications   number?  ■  Send  faxes  straight  from  your  computer?  ■  Provide  documents  on  demand? 
m^^m^^^m^^  Thc  moFc  business  has  come  to  depend  on  fax  technology  for  daily  communications 

with  customers,  clients  and  colleagues,  the  more  sophisticated  its  demands  have  become. 

Fortunately  technology  has  kept  pace  with  the  demand,  affording  businesses  a  wide  array 

of  fax  services. 


For  companies  that  rely  on  stand-alone  fax 
machines,  AT&T  Enhanced  FAX  offers  a  variety  of 
value-added  features;  for  companies  that  have 
migrated  to  an  electronic  mail  network,  AT&T 
MailFAX  integrates  fex  into  the  desktop  computer 
environment.  Here's  a  look  at  1 0  solutions  to  com- 
mon fax  problems  in  the  everyday  business  world. 


1 


DlSTRIBLTE  FAXES  FROM  MAINFRAME 
AND  PERSONAL  COMPUTERS. 


12 


If  you  use  a  stand-alone  fax  machine  to  transmit 
documents  created  on  your  computer,  you  waste 
time  prinUng  the  document,  walking  to  the  fax 
machine,  waiting  for  a  free  moment,  dialing  until 
the  phone  line  is  clear,  then  sending  the  docu- 
ment. With  AT&T  EasyLink  Fax,  you  can  send  the 
document  straight  from  your  mainframe  or  per- 
sonal computer  to  virtually  any  fax  machine  in  the 
world.  Just  create  a  text,  spreadsheet  or  graphics 
file  and  address  it  to  a  fax  number  instead  of  an 
electronic  mail  address.  If  needed,  you  can  send 
the  same  document  to  several  electronic  mail, 
telex  and  fax  addresses. 


2 


Fax  business  forms  from 
your  computer. 


Automatically  fax  orders,  invoices  or  any  other 
standard  business  form  straight  from  your  com- 
puter with  AT&T  EasyLink  FAXAFORM.  Store 
your  blank  forms  —  including  logos,  graph- 
ics, text,  signatures  and  fonts  of  various  sizes  — 


ATBT 

EasyLink  Services 

on  the  AT&T  EasyLink  Services  net- 
work. When  you  need  to  send  out  a 
form,  simply  key  in  the  appropriate 
data  on  your  computer  screen.  AT&T 
EasyLink  Services  inserts  the  informa- 
tion into  the  proper  fields  and  faxes  the 
completed  form  to  designated  recipi- 
ents. You  can  highlight  variable  data 
with  boldface  and  underlining. 

Chevron  Corp..  an  AT&T  EasyLink 
Services  customer,  uses  this  system  in 
plant  maintenance  and  repair.  Buyers 
can  call  up  a  purchase  order  on  their 
mainframe  system  and  fill  in  the  details. 
In  the  past,  buyers  had  to  print  a  hard 
copy  of  a  purchase  order,  take  it  to  the 
fax  machine  and  jot  down  the  fax  number 
from  the  form  to  send  it.  Now  the  main- 
frame system  picks  the  appropriate  fax 
number  out  of  a  database  and  faxes  it  to 
the  supplier.  Every  night,  the  mainframe 
automatically  searches  to  see  which 
items  are  at  the  order  point,  fills  out  a 
contract  and  faxes  it  to  the  supplier. 


3 


E!\SURE  COIVFIDEIVriALITY 
WITH  PRIVATE  FAX  MAILBOXES. 


One  problem  many  companies  face  is 
that  of  a  public  fax  in  a  central  location 
or  department.  Confidential  memos  or 
signed  financial  letters  of  credit  can  be 
read  by  anyone  who  walks  by,  and  they 
can  be  crumpled  up  or  lost  in  the  pile  of 
incoming  faxes.  To  protect  the  confiden- 
tiality of  sensitive  faxes,  use  the  AT&T 
Fax  Mailbox  feature.  Incoming  faxes  are 
electronically  stored  in  the  private  mail- 
box —  as  in  a  voice  mailbox  —  until 
authorized  users  with  the  right  ID  and 
password  are  ready  to  print  them. 
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View  or  priivt  yolr 
faxes  01\  the  road. 


A  private  mailbox  does  more  than  pro- 
tect your  documents  —  it  allows  you 
to  access  them  from  home,  hotel  or 
the  road.  All  you  need  is  a  Group  III 


fax  machine  and  a  touch-tone 
keypad.  Dial  into  the  AT&T 
EasyLink  Services  network  and  indi- 
cate the  phone  number  of  your  fax 
machine.  This  way,  when  you  travel 
you  don't  have  to  worr>'  about  missing 
important  data  or  giving  out  a  series 
of  hotel  fax  numbers. 

If  you  travel  with  a  laptop  comput- 
er, you  can  also  dial  into  the  AT&T 
EasyLink  Services  network  and  view 
documents  in  your  Fax  Mailbox  on  the 
computer,  using  the  Fax  Viewer  fea- 
ture of  Access  Plus  for  Windows  soft- 
ware. While  you  cannot  edit  the  docu- 
ments, you  can  store  or  print  them  out. 
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Give  clstomers  and 
prospects  access  to  mar- 

KETir^G  MATERIALS  VIA  FAX. 


AT&T  FAX  Catalog  ofi^ers  a  fast  and 
inexpensive  way  to  provide  up-to-date 
information  to  large  groups  of  cus- 
tomers, sales  organizations  and 
employees.  Store  the  documents  you 
want  to  disseminate  —  such  as  product 
and  pricing  information  for  customers, 
employee  benefit  information  for  multi- 
location  companies,  technical  drug 
information  for  hospitals  —  on  the 
AT&T  EasyLink  Services  network. 
Anyone  with  access  to  a  touch-tone 
telephone  can  request  the  documents 


at  any  lime  by  calling  a  toll-free  number 
(from  the  50  stales.  Puerto  Rico  and 
Ihc  Virgin  Islands).  Following  voice 
prompts.  Ihe  caller  indicates  the 
desired  document  as  well  as  the  phone 
number  of  a  fax  machine.  The  docu- 
ment is  taxed  to  thai  machine  within 
Ihc  hour. 

Besides  offering  customers  access 
to  information  24  hours  a  day,  seven 
days  a  week,  AT&T  FAX  Catalog  helps 
your  company  by  reducing  the  clerical 
costs  associated  with  printing,  collat- 
ing and  mailing  thousands  of  printed 
pieces.  In  addition,  you  can  ask  callers 
specific  questions  via  voice  prompts, 
then  request  that  this  information  be 
transcribed  to  tape,  disk  or  paper  to 
create  a  database  for  future  marketing 
efforts.  If  you  wish  to  sell  data,  you  can. 
ask  callers  to  input  their  credit-card 
number  over  the  phone  and  have  it  ver- 
ified at  the  time  of  the  call. 
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Companies  that  do  business  interna- 
tionally, whether  with  their  own  sub- 
sidiaries or  other  companies,  often 
need  to  connect  to  a  telex  network.  In 


ATbT 

EasyLink  Services 

the  emerging  Eastern  European  mar- 
ket, for  example,  telex  Is  still  the  pre- 
dominant form  of  business  communi- 
cations. This  can  be  inconvenient  for 
U.S.  companies  that  have  come  to  rely 
heavily  on  fax  transactions. 

In  another  scenario,  companies 
with  in-house  electronic  mail  systems 
often  need  to  communicate  with  cus- 
tomers or  clients  that  rely  on  fax 
machines.  In  either  case,  AT&T 
EasyLink  Services  allows  you  to  send 
a  document  to  a  remote  fax  or  telex 
machine,  and  receive  documents  on 
your  computer  that  were  sent  from  a 
remote  fax  or  telex  machine. 

7 Broadcast  doomewts  fkom 
fax-to-fax  or  compuier-to-fax. 

Whether  you  want  to  send  your  fax  from 
a  fax  machine  or  from  a  computer,  you 
can  broadcast  your  message  to  hun- 
dreds or  even  thousands  of  recipients 
through  AT&T  EasyLink  Services.  You 
store  your  distribution  lists,  with  fax 
telephone  numbers,  on  the  AT&T 
EasyLink  Services  network.  When  you 
want  to  send  a  document,  you  choose 
the  distribution  list  you  want  to  reach 
vtlth  a  one-key  command.  When  send- 
ing to  large  lists,  you  can  choose  a  low- 
priority  delivery  time  to  take  advantage 
of  lower  nighttime  phone  rates. 

Kloster  Cruise  Ltd.,  the  parent 
company  of  three  cruise  lines  including 
Norwegian  Cruise  Line,  broadcasts  promo- 
tional faxes  to  20,000  travel  agents,  some- 
times sendirig  up  to  80,000  pages  at  a 
time.  A  marketing  director  creates  a  desk- 
top-publishing document  on  a  personal 
computer,  pulls  down  the  list  of  fax  num- 
bers for  travel  agents  firom  the  mainframe 
and  broadcasts  the  fax  later  that  night. 
What  used  to  t^e  a  week  of  artwork 
preparation,  printing,  stuffing,  stamping 
and  mailing  now  takes  an  afternoon. 

The  sales,  research  and  trading 


departments  of  Donaldson  Lufkin  & 
Jenrette  Inc.,  the  investment  banking 
and  brokerage  firm,  use  AT&T 
Enhanced  FAX  daily  to  broadcast  hun- 
dreds of  research  reports,  sales  reports 
and  inventory  lists  to  branches,  institu- 
tional clients  and  traders. 
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Take  advantage  of 
AT&T  EasyLink  Services 
network  benefits. 


When  you  send  a  fax  directly  from  your 
machine  to  another,  it's  a  direct  form 
of  communication  without  any  value- 
added  benefits.  When  you  send  a  fax 
over  the  AT&T  EasyLink  Services  net- 
work, you  gain  a  world  of  choices  that 
can  improve  your  productivity  and  cost 
control.  For  example,  you  can: 

■  Break  down  billing  of  fax  usage  with 
individual  ID  reporting 

■  Save  time  by  taking  advantage  of  the 
automatic  retry  feature,  which  keeps 
dialing  the  destination  fax  for  up  to 
six  hours 

■  Receive  verification  that  your  fax  was 
received  or  notification  that  it  wasn't 

■  Request  a  network-generated  cover 
sheet  with  your  logo  on  a  permanent 
or  per-message  basis 

■  Send  faxes  to  more  than  1 80  coun- 
tries, even  those  with  underdevel- 
oped communications  networks. 
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Convert  computerized 
edi  data  to  fax. 


Electronic  Data  Interchange  (EDI), 
computer-to-computer  exchange  of 
business  documents,  has  revolution- 
ized the  transfer  of  such  routine  busi- 
ness information  as  purchase  orders, 
confirmations,  shipping  instructions 
and  transfer  of  funds.  Companies  that 
exchange  data  and  documents  with 
their  business  partners  electronically, 
rather  than  by  paper,  benefit  from 
reduced  costs,  fewer  errors  and  faster 
processing  of  transactions.  But  what  if 
your  company  has  transferred  opera- 
tions to  EDI  format  —  and  some  of 
your  customers  haven't? 

With  the  AT&T  EDI  FreeForm 
Conversions^'  Service,  you  can  convert 


EDI  data  into  readable  message  for- 
mats that  can  be  delivered  as  paper 
documents  to  remote  fax  machines. 
Thus,  you  can  expand  your  EDI  trading 
universe  to  business  partners  who  do 
not  have  automated  systems,  as  well 
as  protect  your  investment  in  EDI. 
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Customize  faxes  with 

YOUR  LOGO,  letterhead 
AND  SIGNATURE. 


Why  send  a  dry,  text-only  fax  when  you 
can  send  one  that  has  been  customized 
with  your  logo  and  other  graphics?  You 
could,  of  course,  print  your  message  on 
letterhead,  but  it  takes  time  to  load  let- 
terhead into  your  printer.  And  if  you're 
sending  from  a  computer  it's  impossi- 
ble. However,  you  can  register  your  logo 
and  other  graphics  —  called  signatures 
—  with  AT&T  EasyLink  Services  and 
request  them  as  needed.  Some  can  be 
inserted  into  many  areas  of  your  docu- 
ment. As  a  result,  the  recipient  gets  a 
more  professional,  more  readable  fax. 

To  confirm  cruise  bookings,  for 
example,  an  independent  travel  agent 
calls  a  reservation  agent  at  Kloster  Cruist 
Ltd.,  who  accesses  the  mainframe  to 
assemble  relevant  cruise  information, 
including  pre-stored  graphics.  Within  five 
minutes.  Kloster  faxes  to  the  travel  agent 
a  confirmation  with  logos,  a  picture  of  the 
cruise  ship  and  a  map  of  the  itinerary. 
The  immediacy  of  the  transaction  has 
helped  Kloster  improve  service  levels  by 
delivering  confirmations  in  five  minutes, 
as  opposed  to  normal  mailing  time. 

Whatever  your  business  environ- 
ment, whatever  your  primary  electronic 
communications  device,  whether  you 
are  tethered  to  your  desk  or  roaming 
the  nation's  airports,  there's  a  way 
for  you  to  take  advant  'ge  of  AT&T 
EasyLink's  FAXsolutions**".  As  your 
needs  evolve  and  equipment  changes, 
you  can  assure  continuity  in  the  work- 
place by  adding  new  fax-based  applica- 
tions from  a  single  vendor  —  a  vendor 
with  a  global  intelligent  phone  network 
and  24-hour  customer  support.  ■ 

AT&T  EasyLink  Services, 
1-800-242-6005,  Dept.  6344 


Nicholas  P.  Sullivan  is  a  senior  editor  of  Home  Office  Computing. 
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Sid  Bass  and  second  wife,  Mercedes  Kellogg 
Did  they  honeymoon  in  Disney  World? 


started  with  $40  from  Perry's  mother. 
Left  bulk  of  reported  $100  million 
estate  to  charity  1959,  some  to  Perry, 
who  built  new  $50  million  oil  empire 
by  1968.  Retired,  gave  reins  to  newly 
minted  Stanford  M.B.A.  son  Sid:  49. 
Divorced,  remarried;  2  children.  With 
Stanford  classmate  Richard  Rainwa- 
ter (which  see)  started  doing  deals 
1970.  Maradion  Oil  ($160  million 
estimated  profit),  Texaco  ($450  mil- 
lion); Disney  shares  worth  well  over 
$2  billion  today.  Brothers  Robert  and 
Edward  (which  see)  split  off  1980s. 
Ex-wife  Anne  increasingly  prominent 
NYC  society.  Sid  dumped  Anne  for 
other  socialite,  Mercedes  Kellogg, 
1986.  Alleged  honeymoon  spot:  Dis- 
ney World.  Investment  hint:  swears 
never  will  sell  Disney  shares.  Lee:  36. 
Married,  no  children.  Yale  grad  (like 
all  brothers),  Wharton  M.B.A.  In- 
vests with  partner  Sid.  Second  invest- 
ment hint:  "They  find  something 
they  like,  they  understand,  then  start 
buying  into  the  industry."  Brothers 
share  fortune  estimated  at  $3.4 
billion. 


Walter  Hubert  Annenberg 

Publishing.  Wynnewood,  Pa.;  Ran- 
cho  Mirage,  Calif  84.  Divorced,  re- 
married; 1  daughter  (1  son  deceased). 
Son  of  Moses  Annenberg  (d.  1942), 
founder  of  what   became   Triangle 


Publications  (Philadelphia  Inquirer, 
Daily  Racing  Form).  At  32,  Walter 
inherited  debt-ridden  company,  ex- 
panded. Started  TV  Guide  1953,  now 
American  institution.  Also  Seventeen, 
Good  Food;  sold  Inquirer  1970.  Nix- 
on's ambassador  to  Britain  (1969- 
74).  Sold  Triangle  to  Rupert  Mur- 
doch (which  see)  1988.  Extraordinary 
art  collection;  reportedly  turned 
down  $1  billion  offer  from  Japanese; 


paintings  will  stay  together,  go  to 
NYC's  Metropolitan  Museum  of  Art 
upon  death.  Preeminent  philanthro- 
pist. Annenberg  Foundation  contains 
$1.5  billion:  $50  million  to  United 
Negro  College  Fund  1990,  millions 
to  alma  mater  U.  of  Pa.'s  Annenberg 
School  for  Communication.  "I'm  a 
gratefiil  citizen."  His  share  Triangle 
sale,  art,  GM  stock  (believed  largest 
shareholder)  estimated  $1.6  billion. 
His  4  sisters,  families  of  3  deceased 
sisters  also  share  sale  proceeds,  GM 
stock;  estimated  $850  million. 


Ray  Lee  Hunt  and  family 

Inheritance,  oil,  real  estate.  Dallas. 
49.  Married,  5  children.  Runs  fortune 
for  "second  family"  (of  3)  of  H.L. 
Hunt,  legendary  Texas  oilman  who 
married  Ruth  Ray  and  adopted  kids 
1957  after  death  of  first  wife  1955 
(long  kept  secret  from  each  other — see 
Caroline  Hunt,  Margaret  Hunt 
Hilt).  His  mother  Ruth  Ray  Hunt: 
Dallas.  75.  Widowed,  4  children.  His 
sister  Ruth  June:  Dallas.  47.  Single. 
Professional  Christian  speaker-singer. 
Sister  Helen:  NYC.  43.  Divorced,  re- 
married; 6  children.  Sister  Swanee: 
Denver.  42.  Divorced,  remarried. 
With  Helen,  helps  social  causes  for 
mentally  ill,  poor.  Family  inherited 
Hunt  Oil  Co.,  etc.  1974,  compara- 
tively small  part  of  H.L.  Hunt's  em- 


Publishing  magnate  turned  philanthropist  Walter  Annenberg 
"I'm  a  grateful  citizen." 
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l&wr  money  should  work 
as  hard  as  you  do. 

The  more  successful  you  become,  the  less  time  there  is  to  take  care  of  the  one 
thing  that  should  be  receiving  constant  attention. 

Your  own  money. 

Are  you  investing  it  skillfully?  Or  have  you  parked  it  somewhere  safe,  and  left  it  to 
look  after  itself?  Placed  in  low-paying  investments  subject  to  erosion  from  inflation  and 
taxes,  your  assets  can  shrink,  rather  than  grow. 

At  U.S.  Trust,  we  believe  it's  a  mistake  to  be  overly  conservative.  Instead,  we  can 
offer  you  a  more  attractive  alternative.  You  can  draw  on  a  team  of  seasoned  professionals, 
who  can  create  a  disciplined,  long-term  plan  that  addresses  all  of  your  family's 
investment  needs. 

We  invite  you  to  call  Richard  E.  Foley,  Senior  Vice  President,  at  1-800-U.S.TRUST. 
And  talk  to  us  about  putting  your  money  to  work. 


A  TRADITION  OF  GROWING  ASSETS 


New  York         Princeton         Palm  Beach         Boca  Raton  Dallas         Los  Angeles 


"  4.  V  i  «/ 


OVER  $1,000,000,000 


pire;  split  from  first  family,  but  on 
agreeable  terms.  Ray:  conservative 
money  manager,  turned  company 
around,  expanded  as  first  family 
brothers  sank  in  silver  debacle,  oil 
bust.  Hit  real  big  time  with  North 
Yemen  oil  strike  1984;  10%  Beatrice 
oilfield  North  Sea.  Also  Woodbine 
Development,  other  Dallas,  Ft. 
Worth  real  estate;  oil  refinery,  etc. 
Active  in  civic  affairs.  "Because  of  the 
way  he  spells  his  last  name,  Ray's  had 
to  earn  his  respect  twice."  Family  big 
political  supporters.  Not  involved  in 
first  family's  silver  play,  bankruptcy. 
Net  worth  estimated  over  $1.5  bil- 
lion; one  source  says  $2  billion. 


Texan  Ray  Lee  Hunt 

An  oilman  who  sleeps  well  at  night. 


Edward  Crosby  Johnson  lU 
andfamUy 

Fidelity  Investments.  Boston.  62. 
Married;  2  daughters,  1  son.  Father, 
Edward  II,  Brahmin  lawyer,  acquired 
failing  Fidelity  Management  Corp. 
1946;  built  leading  mutual  ftind  man- 
ager. "The  market  is  like  a  beautifiil 
woman,  always  fascinating,  always 
mystifying."  Includes  biggest  stock 
fund,  Magellan  (assets,  $20  billion). 
Father,  excellent  stock  picker;  son 
"Ned,"  chief  executive  1972,  master 
marketer.  Ned  weathered  decade's 
industrywide  downturn;  rebounded 
1980s  as  company  pushed  money 
market  funds,  computerized.  Big  on 
service:  e.g.,  first  to  offer  withdrawal 
by  check.  Created  mutual  funds  for 
every  investor  strategy  to  gain  market 
share.  Expanded  services  in  face  of 
1987  stock  crash;  currendy  nurturing 


Ned  Johnson,  chief  of  Fidelity  Investments 

Happiness  is  running  $182  billion  of  other  people's  money. 


discount  brokerage  firm,  internation- 
al funds.  Publishing  Worth  magazine. 
Also  real  estate,  etc.  With  $182  billion 
under  management,  Ned's,  family's 
stake  worth  at  least  $1.5  billion. 


Samuel  Curtis  Johnson 

S.C.  Johnson  &  Son.  Racine,  Wis.  64. 
Married,  4  children.  Great-grandfa- 
ther, parquet  flooring  salesman, 
founded  famous  floor  wax  firm  1886. 
Sam,  fourth  generation,  new  prod- 
ucts director  1955;  encouraged  non- 
Johnson's  Wax  items  (Raid,  Glade, 
Edge,  Agree),  now  among  company's 
most  profitable  product  lines.  "We 
are  polishing  the  floors  and  fiirniture, 
cleaning  the  rug,  killing  the  bugs, 
sweetening  the  air  and  waxing  the  old 
man's  car.  And  whenever  you  get  bit 
by  a  mosquito,  remember  I'm  smil- 
ing." Secretive  about  business.  But 
took  sideline  company  Johnson 
Worldwide  Associates  public  1987 
(recreational  accessories)  to  give  fam- 
ily liquidity.  Four  children  active  in 
firm:  Curt,  37,  runs  Mexican  opera- 
tions; Helen,  35,  runs  worldwide 
consumer  marketing  services;  Fisk, 
34,  home  care  business,  consumer 
products  North  America;  Winifred, 
33,  part-time  public  relations;  inves- 
tor   state-of-the-art    music    studio 


Windmark  Studios.  Sam  controls  60% 
of  wax  company,  etc.  Relaxes  with 
hunting,  fishing,  flying.  Estimated 
net  worth  over  $1.5  billion. 


Stephen  Davison  Bechteljr, 
andfamily 

Engineering,  construction.  SF.  67. 
Married,  5  children.  Grandson  of  pa- 
triarch Warren  Bechtel,  railroad 
builder,  founder  Bechtel  Group. 
Took  over  gigantic  global  construc- 
tion company  (Hoover  Dam,  Alaska 
Pipeline,  D.C.  and  SF  subways)  1960 
from  father  Stephen  Sr.  (d.  1989). 
Added  nuclear  facilities;  has  built  or 
helped  build  40%  of  U.S.  plants.  In- 
herited father's  love  for  enormous 
projects — e.g.,  Jubail,  reportedly  $40 
billion  Saudi  industrial  city,  1970s, 
1980s.  Last  year  surpassed  Fluor 
Corp.  as  world's  largest  construction 
firm  (Bechtel's  1991  revenues,  $7.5 
bilhon).  Major  player  rebuilding  Ku- 
wait after  Desert  Storm.  Someday, 
Iraq?  New  Hong  Kong  airport  among 
1,750  active  projects  worldwide. 
Many  execs  from  1970s  in  Reagan's 
cabinet:  George  Shultz,  Caspar  Wein- 
berger. Company  diversified  into  real 
estate,  coal  early  1980s;  also  operates 
small  power  plants.  Son  Riley,  40, 
now  president,  CEO;  someday  chair- 
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man?  Stephen's  sister  Barbara  Davies 
may  have  silent  interest.  Bechtel 
Group,  Bechtel  Investments,  etc.,  es- 
timated at  $1.5  billion. 


Robert  Muse  Bass 

Oil,  investments.  Fort  Worth.  44. 
Married,  2  children.  Third  son  of 
oilman  Perry  Richardson  Bass,  who 
expanded  oil  holdings  inherited  from 
tycoon  uncle  Sid  Richardson  (d. 
1951).  Perry  retired  1968,  left  family 
empire  to  sons.  Eldest,  Sid  (which  see; 
also  Lee,  Edward),  diversified  into 
stock  (Disney,  Texaco,  etc.),  real  es- 
tate. Robert  (Andover,  Yale,  Stanford 
Business)  felt  overshadowed,  split  off 
1983,  moved  downstairs  in  Bass-built 
Fort  Worth  office  tower.  Sold  most  of 
Disney,  went  on  dealmaking  frenzy: 
media  (Taft  broadcasting,  cable  Tv), 
real  estate  (sold  Plaza  to  Trump  for 
profit),  information  (bought  Bell  & 


Robert  M.  Bass 

Out  from  brothers'  shadows. 


Howell).  Like  Sid,  also  married 
blonde  named  Anne;  but  didn't  di- 
vorce. Leading  historical  preserva- 
tionist: bought  Ulysses  S.  Grant's 
Georgetown  home  for  reported  $2 
million.  Obsessively  private,  "We 
seem  to  have  gotten  along  very  well 
wdthout  a  public  personality."  Today 
"bashfiil  billionaire"  estimated  $1.4 
billion. 


Laurence  Alan  Tiscb 
Preston  Robert  Tisch 

Brothers.  Loews  Corp.  Bought  Lake- 
wood,  N.J.  resort  with  father  Al  1946; 
built  $17  million  Florida  hotel  with- 
out mortgage  1958,  now  15 -hotel 


Laurence  Tisch  (top)  and  brother  Robert  of  Loews  Corp. 
Will  Larry  help  rescue  the  Reichmanns'  Canary  Wharf? 


chain.  Acquired  control  Loews  The- 
atres, Inc.  1959;  over  years,  moved 
company  into  tobacco,  insurance, 
Bulova  watch.  Larry's  love  for  turn- 
around plays  inspired  purchase  of 
nearly  25%  CBS  stock;  boardroom 
coup  1986.  Larry's  efforts  to  turn 
around:  swifiJy  sold  magazine,  rec- 
ord, music  publishing  division  1987- 
88;  paid  down   some  debt.   Lately 


family  investing  in  could-be-bargain 
bank  stocks  (fiind  guided  by  Larry's 
son  Tom),  underwrote  risky  Saatchi 
&  Saatchi  stock  offering.  Larry 
(through  Loews)  bought  stake  in  Ma- 
cy's;  Chapter  11.  Lately  talking  to 
Paul  Reichmann  of  "deal  of  the 
century" — investing  in  Canary 
Wharf.  Larry:  NYC  and  Westchester 
County,  N.Y.  69.  Married,  4  chil- 
dren. "Mr.  Inside,"  behind-the- 
scenes  financial  and  strategic  planner. 
Graduated  nyu  at  18,  master's  in 
electrical  engineering,  attended  Har- 
vard Law.  Business  philosophy: 
"Profits  will  follow  from  quality." 
Eldest  son  Andrew  ruiis  Lorillard  (to- 
bacco). Bob:  NYC  and  Harrison,  N.Y. 
66.  Married;  2  sons,  1  daughter.  "Mr. 
Outside,"  client-oriented.  U.  of 
Michigan.  Left  20-month  Postmaster 
General  stint  1988,  after  negotiating 
union  contract  that  eluded  predeces- 
sors 12  years.  Hobnobs  with  Demo- 
crats, Republicans.  Bought  50%  of 
N.Y.  (football)  Giants  for  $75  mil- 
lion. Son  Jonathan  now  son-in-law  of 
Saul    Steinberg     (which    see),    runs 
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Loews  Hotels.  Philanthropists,  nyu 
donations  alone  exceed  $45  million. 
Loews  stock,  other  assets,  each  broth- 
er worth  some  $L4  billion. 


Marvin  Harold  Davis 

Oil,  real  estate.  Beverly  Hills.  67. 
Married,  5  children.  Father  Jack,  Brit- 
ish boxer,  wove  fortune  in  NYC's  gar- 
ment district,  invested  in  oil  post- 
WWIL  Marvin  joined  him  after  nyu; 
"Mr.  Wildcatter"  scooped  up  cheap 
oil  leases  in  Rockies.  Reputation:  fast- 
deal  artist;  can't  build  a  company. 
Sold  lucrative  properties  to  Hiram 


Marvin  Davis  with  wife,  Barbara 

The  Japanese  and  the  sultan  got  Maivined. 


Walker  1981  for  $630  million.  Diver- 
sified interests:  bought  Twentieth 
Century  Fox  with  Marc  Rich  (which 
see);  then  bought  Rich's  share,  sold  in 
2  parts  to  Rupert  Murdoch  (which 
see).  Sold  duffer's  paradise.  Pebble 
Beach  golf  course,  to  Japanese  1990 
for  $840  million.  Owns  Aspen  Skiing 
Co.  Purchased  Beverly  Hills  Hotel 
1986  from  the  Boesky  and  Slotkins 
families  for  $135  million,  flipped  to 
Sultan  of  Brunei  1987  for  $200  mil- 
lion. "Marvin  will  get  your  last  nick- 
el." Pocketed  $150  million  from 
1989  runs  at  airlines  ual.  Northwest. 
Into  Hollywood  glitz:  "I  love  this 
stuff,  the  people  and  the  glamour." 
Nourishes  his  6'4"  300-pound  frame 


with  his  own  Carnegie  Deli  pastrami 
imported  from  nyc;  friend:  "1  saw  this 
golf  cart  coming  toward  me  tipped 
over  to  one  side  ...  I  knew  it  had  to 
be  Marvin."  Estimated  $1.4  billion; 
he  claims  much  higher. 


Gordon  Peter  Getty 

Inheritance.  San  Francisco.  58.  Mar- 
ried, 4  sons.  Son  of  legendary  oilman 
Jean  Paul  Getty.  "Gordo"  joined 
Getty  Oil,  rebelled  against  corporate 
culture;  more  interested  in  music  than 
oil.  To  San  Francisco's  Conservatoire 
of  Music  1960s;  composes  and  con- 
ducts. Sued  father  for  dividend  in- 
come 1966;  pilloried  by  father's  law- 
yers, but  only  relative  at  father's 
deathbed  1976  (see  also  J.  Paul  Jr.). 
Was  co-trustee  Sarah  C.  Getty  trust 
(named  after  late  grandmother), 
which  held  40%  Getty  Oil;  later  sole 
trustee.  Niece  Anne  Earhart  (which 


settled  1988  with  dissolution  of  for- 
tune into  separate  trusts  run  for  and 
by  family  members.  Gordo's  quarter- 
plus,  other  wealth  estimated  at  least 
$1.35  billion. 


Donald  Leroy  Bren 

Real  estate.  Newport  Beach,  Calif 
60.  Twice  divorced,  4  children  (youn- 
gest child  with  longtime  companion). 
Grew  up  Hollywood.  Father  real  es- 
tate developer/movie  producer  Mil- 
ton Bren.  Donald  attended  public 
schools,  took  on  odd  jobs  for  money. 
Stepmother    Academy    Award-win- 
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Gordon  Getty  with  wife,  Ann 
Gordo  does  opera,  deals. 


see)  filed  first  family  lawsuit  to  oust 
him  1976.  Touched  off  Texaco- 
Pennzoil  catastrophe  by  sale  of  Getty 
Oil  to  Texaco  1984.  Long  criticized 
as  businessman  but  sold  at  height  of 
oil  prices,  doubled  family  fortune  to 
$3  billion,  tripled  income.  Family  suit 


Donald  Bren,  owner  of  California's  Irvine  Co. 
His  symphony  slows. 


ning  actress  Claire  Trevor.  U.  of 
Washington  on  ski  scholarship,  lost 
Olympic  bid  1956;  Marine  Corps. 
With  $10,000  bank  loan  built  first 
house  1958;  flourished  in  home 
building  boom.  Sold  out  1970  to 
International  Paper  for  $34  million; 
bought  back  1972  for  reported  $22 
million.  Big  break  1977:  Joined  Al 
Taubman,  Milt  Petrie,  Max  Fisher, 
Herb  Allen  (all  of  which  see)  to  buy 
Irvine  Ranch.  Bought  out  most  part- 
ners for  $518  million  1983  (valuing 
property  at  $1  billion).  Partners,  orig- 
inal owners,  Joan  Irvine  Smith  and 
Athelie  Clark  challenged  price  as  in- 
adequate; eventually  pair  were  award- 
ed over  $250  million.  Bren  controls 
63,000  acres  Orange  County;  expen- 
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sive  condos,  office  parks,  etc.  "I 
view  myself  as  sort  of  a  grand  conduc- 
tor." Present  real  estate  movement: 
molto  poco.  Tr\'ing  to  sell  assets. 
Thought  to  be  worth  $1.3  billion, 
perhaps  more. 


Samuel  Jayson  LeFrak 

Real  estate,  nyc.  74.  Married,  4  chil- 
dren. Sam  joined  immigrant  father's 
construction  firm  after  U.  of  Mary- 
land, took  over  1948.  Became  na- 
tion's largest  apartment  landlord: 
"I'm  like  a  farmer,  but  rather  than 
reap  2  crops  a  year,  1  bring  in 
12  .  .  .  each  month  when  our  rents 
come  in."  Developed  over  200,000 
apartments  to  "serve  the  mass,  not 
the  class"  in  Queens  (LeFrak  City), 
Brooklyn,  etc.  Later,  Wall  Street  area 
(Battery  Park  City).  Building  600- 
acre,  $10  billion  waterfront  site, 
Newport,  N.J.,  including  1.2-mil- 
lion-sq.-foot  Newport  Centre  Mall 
with  Mel  Simon  (which  see);  waiting 
out  real  estate  depression.  Also  inter- 
ests in  entertainment,  music  publish- 


ing, oil/gas,  investments.  Collects 
art.  Net  worth  estimated  at  $1.3  bil- 
lion; he  claims  twice  that. 


William  Bernard  Ziffjr. 
andfamily 

Publishing.  Manalapan,  Fla.  62.  Di- 
vorced, remarried;  3  sons  from  first 
marriage.  Father  WWl  aviator,  noted 
lecturer,  author,  cofounded  Ziff-Da- 
vis 1927;  died  1953,  Bill  24.  "1  didn't 
grow  up  with  businessmen  as  my  he- 
roes, but  my  dad  died  and  1  wanted  a 
piece  of  him."  Bought  out  Davis; 
expanded  into  upwardly  mobile 
niches:  Car  &  Driver,  Boating,  Yacht- 
ing, etc.,  ultimately  some  35  maga- 
zines, 6  TV  stations.  Sold  while  fight- 
ing cancer  1980s:  stations  for  about 
$100  million  1983;  12  trade  maga- 
zines to  Rupert  Murdoch  (which  see) 
for  $350  million;  12  consumer  maga- 
zines to  CBS  for  $363  million  1985. 
CBS  sued,  claiming  misleading  finan- 
cial information,  inflated  sales  price; 
CBS  sold  at  profit  1987.  Suit  is  now 
inactive.  Ziff  Communications  kept. 
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NYC  real  estate  mogul  Samuel  LeFrak 
Is  he  worth  twice  as  much? 


Publisher  William  Ziff 
Cleverly  promoting  print. 


built  up  computer-related  tides:  PC 
Magazine,  PC  Week,  PC/Computing, 
also  newly  launched  Windows 
Sources.  Now  has  total  circulation 
about  3.2  million;  prospering  in 
down  market.  "The  idea  that  print  is 
dead  is  preposterous."  Family  setting 
up  N.J.  private  trust  company  to 
strengthen  control  over  inheritance 
and  provide  services  to  trusts,  which 
may  lessen  danger  of  future  family 
squabbles  over  fortune  estimated  to 
be  $1.3  billion. 


Lester  Crown  and  family 

Inheritance,  industrialist.  Wilmette, 
111.  67.  Married,  7  children  (3  in 
business).  Son  of  the  late  Henry 
Crown  (d.  1990),  renowned  Chicago 
financier.  With  two  brothers,  father 
created  building  supply  firm  Material 
Service  Corp.  1919.  Cost  advantages 
helped  oudast  fierce  Depression  com- 
petition, gain  dominant  market  share 
after.  Bold  negotiations  based  on 
knowledgeability  exemplified  career. 
Colonel  during  WWII.  Lester:  "He 
was  as  humble  as  he  was  able."  Post- 
war, purchased  large  stakes  in  stocks, 
real  estate.  Merged  with  General  Dy- 
namics 1959,  received  preferred 
stock;  later  sold  after  dispute  with  GD 
management.  Waited  for  GD  stock 
fall,  bought  1960s,  ousted  manage- 
ment, turned  company  around.  Son 
Lester,  Harvard  M.B.A.,  conservative 
family  man.  Still  heads  Material  Ser- 
vice Corp.;  controls  fortune,  much  in 
family  trusts.  Recently  sold  half  fami 
ly's  GD  stock  back  to  company  for 
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$354  million  to  "take  care  of  taxes 
and  debt";  says  he's  still  in  GD  for  long 
haul.  Amid  family  infighting,  bought 
out  cousins  who  opposed  Lester's 
management  1990.  Separately,  in- 
law Schine  family  suing.  Crown  for- 
tune taking  a  recession  hit,  but  still 
estimated  $1.3  billion. 


Charles  de  Ganahl  Koch 
David  Hamilton  Koch 

Brothers.  Oil.  Sons  of  Fred  (d.  1967), 
cofounder  Winkler- Koch  Engineer- 
ing Co.  1925.  Developed  thermal- 
cracking  refining  process  to  extract 
extra  gas  from  crude  1928;  U.S.S.R. 
was  a  customer.  Early  (1958)  mem- 
ber John  Birch  Society.  Four  sons 


Charles  Koch 

Were  his  brothers  plotting? 


inherited  $250  million  (sales)  oil  mar- 
keter; renamed  it  Koch  Industries. 
Charles:  Wichita,  Kans.  56.  Married, 
2  children.  Joined  Koch  after  man- 
agement consultant  gig.  Three  mit 
degrees.  Workaholic  chairman; 
bought  refinery,  then  chemicals, 
pipelines,  ranching.  Koch  Industries 
now  second-largest  (revenues)  fam- 
ily-owned business  in  U.S.,  after  Car- 
gill;  sales  over  $19  billion.  David: 
NYC.  52.  Single.  Joined  1970;  execu- 
tive VP;  1980  Libertarian  vp  candi- 
date. Survived  Los  Angeles  USAir 
crash  1991,  34  passengers  died:  "1 


David  H.  Koch 

"We  got  the  company." 


thought  calmly,  'I  have  had  a  lot  of 
interesting  experiences  in  my  life,  and 
now  I  am  about  to  have  the  experi- 
ence of  death.'  "  Bitter  family  fight 
1981-83  over  control  with  brothers 
Fred  and  William  (which  see):  Bill 
(David's  twin)  claimed  dividends 
chintzy,  company  mismanaged. 
Charles:  Bill  had  "various  psychiatric 
ailments."  Setded  for  close  to  $1 
billion.  David:  "They  wanted  the  cash 
and  they  got  it.  But  we  got  the  com- 
pany." Company  subject  of  1989 
Senate  investigation  on  stealing  oil 
from  Indians  in  Southwest:  David  and 
Charles  charge  plot  by  William  to  dis- 
credit business.  Company  cleared. 
Don't  need  Indians'  oil:  Charles  and 
David  share  80%  of  company  worth 
over  $3  billion. 


James  Lawrence  Walton 

Wal-Mart  Stores.  Bentonville,  Ark. 
70.  Divorced,  2  daughters.  Operated 
small  5-and-lO  store  in  Missouri. 
Joined  older  brother  Sam  (d.  April), 
whose  merchandising  concept,  large 
discount  stores  in"  rural  towns,  took 
off".  Brothers  expanded  to  1 5  stores  in 
10  years,  became  Wal-Mart  1962. 
James  (Bud)  quieter,  less  charismatic 
of  the  two,  looked  after  real  estate. 
Mastered  logistics  of  supplying,  man- 
aging largest  retail  store  in  nation: 
now   over    1,700   Wal-Mart   stores 


(1991  sales,  $43.9  billion).  Currendy 
senior  vice  president.  Prefers  solitude 
of  fishing  trips  (Alaska,  Argentina, 
etc. ).  World's  richest  good  ol'  boy  has 
21.5  million  shares  Wal-Mart  stock 
worth  $1.25  billion. 


John  T.  Dorranee  III 

Bennett  Dorranee 

Mary  Alice  Dorranee  Malone  { 

Brothers,  sister.  Campbell  Soup.  I 
Grandfather  John  T.  Dorranee  Sr. 
brilliant  chemist  ( passed  up  professor-  ^ 
ship  for  job  at  uncle's  Campbell  Pre- 
ser\e  Co.  making  $7.50  per  week 
1897)  who  served  up  soup  in  cans. 
President  of  company  1914,  showed 
he  was  also  a  talented  marketer:  "We 
were  the  original  advertiser  in  many 
ways."  On  death  1930,  left  $128 
million  estate  to  wife,  5  children.  His 
son,  John  T.  Jr.  (d.  1989),  hourly 
factor}'  hand  1946;  chairman  1962. 
Company  increased  varieties,  added 
frozen  foods,  poultry,  etc.,  1950s. 
J.T.  Jr.  left  most  of  his  50%  to  his 
children  and  grandchildren.  John  T. 
Ill  (Ippy):  Devil's  Tower,  Wyo.  48. 
Married,  2  children.  Campbell  direc- 
tor; personally  manages  his  17,000- 
acre  Ipy  ranch.  Bennett:  Paradise  Val- 
ley, Ariz.  46.  Married;  2  children. 
Director;  also  runs  DMB  Associates 
(investments,  suburban  office  build- 
ings) in  Phoenix.  Mary  Alice:  Coates- 
ville.  Pa.  42.  Married;  2  children,  2 
stepchildren.  Has  horsebreeding  op- 
eration at  Iron  Spring  Farm.  Three 
siblings  united  against  some  other 
family  members  (see  Hamilton  et  al.) 
who  wanted  to  sell  the  "company  that 
turned  the  nation  on  to  soup."  Their 
32%,  etc.,  recendy  worth  $3.3  billion. 


David  Rockefeller  Sr. 
and  family 

Inheritance;  banking,  real  estate,  nyc:; 
Tarrytown,  N.Y.  77 .  Married,  6  chil 
dren.  Grandson  of  John  D.  Rockcfcl 
ler;  youngest  of  5  brothers  (see  Rocke- 
feller family,  Laurance,  Winthrop). 
Ph.D.  economics  U.  of  Chicago 
1940.  Chase  Manhattan  Bank:  c;h() 
1969-81.  Took  up  mantle  of  interna- 
tional statesman.  Major  role  nyc;  real 
estate,  40%  San  Francisco's  Embarca- 
dero  Center.  Ixd  family  in  1985  cash- 
out  of  Rockefeller  C'enter,  acceding 
to  wishes  of  cash-hungry  younger  rcl- 
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David  Rockefeller  Sr. 

Passing  the  baton  to  David  Jr. 


atives.  Recently  relinquished  chair- 
manship of  Rockefeller  Group  (diver- 
sified investment  firm  now  80% 
owned  by  Mitsubishi  Estate  Co.), 
Rockefeller  Financial  Services  (main 
family  money  manager)  to  son,  David 
Jr.,  50.  David  Sr.'s  investments  in  real 
estate,  his  branch's  trusts,  etc.,  esti- 
mated at  least  $1.1  billion. 


KirkKerkorUin 

Investments.  Beverly  Hills,  Las  Ve- 
gas. 75.  Twice  divorced,  2  children. 
Son  of  Armenian  immigrant  fruit 
farmer,  junior  high  dropout,  light- 


weight amateur  boxer;  repaired  and 
sold  junk  cars;  trained  U.S.  fighter 
pilots,  captain  in  Royal  Air  Force 
WWII.  Flew  surplus  Air  Force  planes 
across  Atlantic;  built  charter  airline; 
sold  company  for  $104  million  profit 
1966.  Paid  $82  million  for  40%  mgm 
in  hostile  takeover  1969,  $380  mil- 
lion for  United  Artists  1981;  merged 
both  1986.  Shuffled  assets  in  complex 
deal  with  Ted  Turner  (which  see)  for 
$500  million  plus  stock,  bought  back 
for  $480  million  1987.  Sold  entire 
bag  to  Giancarlo  Perretti's  Pathe  for 
$1.3  billion.  Since  bought  chunk  of 
Chrysler;  continues  shopping.  Owns 
81%  MGM  Grand:  hotel-casinos,  luxu- 
ry airline;  billion-dollar  plan  for  Las 
Vegas  theme  park,  5,000-room  ho- 
tel-casino now  under  construction. 
Claims  never  to  have  taken  a  salary  or 
perks  from  companies.  Quite  a  bit  of 
cash,  though,  and  a  total  net  worth 
estimated  $1.1  billion. 


Samuel  J.  Heyman 

Corporate  takeover,  nyc.  53.  Mar- 
ried, 4  children.  Yale  (tennis  champ). 
Harvard  Law,  worked  under  Bobby 
Kennedy  at  Justice  Dept.;  chief  assis- 
tant U.S.  Attorney  in  Connecticut. 
When  father  died  1968,  wanted  to 


Kirk  Kerkorian 

Chrysler's  bacltseat  driver. 
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liquidate  family  real  estate  business: 
"It  became  so  fascinating  I  decided  to 
stay."  Specialized  in  shopping  malls 
1968-83.  Bought  gaf  shares  1981; 
successftil  proxy  fight  against  "selfish 
management"  put  Heyman  in  con- 
trol. Through  Drexel's  junk  bond 
network,  went  aft;er  competing 
Union  Carbide,  Borg- Warner;  made 
over  $450  million.  Took  gaf  private 
1989  through  $1.4  billion  lbo.  Has 
run  it  9  years.  Recentiy  took  public 
gap's  specialty  chemicals  unit, 
dubbed  International  Specialty  Prod- 
ucts, on  hope  to  expand  internation- 
ally. "The  harder  you  work,  the  luck- 
ier you  get."  Funded  Heyman  Center 
on  Corporate  Governance  at  Cardo- 
zo  Law  School.  Extensive  contempo- 
rary art  collection.  Owns  90%  GAP,  but 
privately  held  debt  reduces  net  worth 
to  estimated  $1.1  billion. 


Edward  Perry  Bass 

Oil,  investments.  Fort  Worth.  47. 
Single.  Second  of  4  brothers  (see  other 
Basses).  Yale,  Coast  Guard,  Yale  archi- 
tecture school;  only  non-M.B.A.  Bass 
brother.  Influenced  by  commune 
outside  Santa  Fe,  fianded  worldwide 
projects  including  Nepal  hotel:  "One 
thing  my  travels  have  given  me  is  an 


GAF  Corp.  Chairman  Samuel  Heyman 
From  hard  work,  luck. 
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understanding  of  culture."  Spending 
millions  on  experimental  enclosed 
ecosystem  in  Arizona:  Biosphere  II. 
Loner.  Spends  half  a  year  at  500,000- 
acre  Australian  catde  ranch.  "His  best 
moments  are  sitting  by  the  campfire 
in  the  Himalayas."  Over  $20  million 
to  establish  Institute  of  Biospheric 
Studies  at  Yale.  "Only  10%  of  his 
investments  are  nutty."  Disney  stock, 
other  holdings  recendy  valued  near 
$1.1  billion. 


Steven  Anthony  Ballmer 

Microsoft.  Bellevue,  Wash.  36.  Mar- 
ried, no  children.  Grew^  up  in  Detroit, 
son  of  Swiss  immigrant.  Father 
worked  30  years  in  Ford  Motor  fi- 
nance dept.  Steven:  Harvard  grad, 
studied  applied  math,  economics.  At 
Procter  &  Gamble  a  couple  of  years: 
assistant  product  manager.  One  year 
at  Stanford  Graduate  School  of  Busi- 
ness. Left  1980  to  join  Harvard  class- 
mate William  Gates  III,  Microsoft; 
first  nonprogrammer  hired.  Came  up 
with  a  technique  for  hiring  ftiture 
employees:  brain-teaser  questions. 
"They  don't  have  to  get  the  right 
answer.  But  I  want  to  see  how  they  go 
•through  the  process."  Formerly  se- 
nior VP  systems  sofi^vare  group,  re- 
sponsible for  systems  soft:ware  devel- 
opment, marketing  until  1992.  Now 
executive  VP  sales  and  support. 
Works,  on  average,  12-hour  day.  En- 
joys running,  even  off  job.  Ballmer, 
later  hirees  going  through  process 
well  enough  to  make  his  Microsoft 
stock  recendy  worth  $1.1  billion. 


Joan  Beverly  Kroc 

Inheritance.  Rancho  Santa  Fe,  Calif. 
64.  Divorced,  widowed;  1  daughter 
from  first  marriage.  Third  wife  of 
Raymond  Kroc,  milkshake -machine 
salesman  out  of  Chicago  who  built 
McDonald's^ Corp.  into  giant  world- 
wide purveyor  of  a  classic  American 
cuisine.  Bought  into  McDonald 
brothers'  San  Bernadino  burger  joint 
1954;  bought  them  out  for  $2.7  mil- 
lion 1961.  Joan:  musician,  music 
teacher.  At  28,  met  Ray,  then  54,  in 
Minnesota  restaurant  1956;  wed 
1969.  On  Ray's  deadi  1984  inherited 
stock,  etc.  Became  active  philanthro- 
pist; founded  hospice,  homeless  shel- 
ter, tiger  habitat;  big  donor  to  Demo- 


Hewlett-Packard  cofounder  William  Redington  Hewlett 
"Never  try  to  take  a  fortified  hill." 


cratic  Party.  Says  gifts  result  of  her 
"love  affair  with  life."  Owns  "pine 
cone"  Faberge  egg  estimated  $3  mil- 
lion. Former  owner  San  Diego  (base- 
ball) Padres,  bought  by  Ray  1974. 
Remaining  McDonald's  stock,  other 
assets,  recendy  worth  $1.1  billion. 


William  Redington  Hewlett 

Hewlett-Packard.  Portola  Valley, 
Calif.  79.  Widowed,  remarried  1978; 
5  children,  5  stepchildren.  Founded 
Silicon  Valley  pioneer  with  Stanford 
buddy  David  Packard  (which  see)  in 
Palo  Alto  garage  1939  (pair  scraped 
together  $538).  Described  now-leg- 
endary landmark  as  "a  bunch  of 
junk."  Technical  whiz:  first  break- 
through product,  audio  oscillator, 
based  on  design  as  MiT  grad  student 
(Walt  Disney  bought  8  for  Fantasia). 
Early  years  "we  did  anything  to  bring 
in  a  nickel,"  bowling  foul-line  indica- 
tor, automatic  urinal  flusher.  Driving 
force  behind  scientific  shirt-pocket 
calculator — now  20  years  old.  Advice 
to  young  manager  on  IBM:  "Never  try 
to  take  a  fortified  hill,  especially  if  the 
army  on  top  is  bigger  than  your  own" 
(manager  now  runs  highly  successftil 
HP  laser-printer  operation).  Out- 
doorsman,  philanthropist.  Hewlett 
Foundation,  worth  over  $800  mil- 
lion, gave  away  $35  million  1991  to 
h'gher   education,    arts,   population 


growth,  urban  problems,  environ- 
ment. Manager  by  "wandering 
around";  retired  1987.  Hewlett- 
Packard  stake  worth  $1.1  billion. 


Milton  Petrie 

Petrie  Stores.  Southampton  and  NYC. 
90.  Twice  divorced,  widowed,  remar- 
ried; 3  children.  Father  was  Russian 
immigrant  pawnbroker;  went  broke. 
Son  started  as  $10/week  department 
store  clerk  after  high  school.  Lied  his 
way  into  advertising  jobs.  Opened 
hosiery  store  Cleveland  1929  with 
$5,000,  half  won  from  playing  craps. 


Milton  Petrie 

Teddy  bears  from  the  workers. 
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he  sedate  practicality  of  a  station  wagon  is  meant  for  someone,  but  that  someone  isn't  you. 
.  For  you  diere's  a  more  expansive  practicality.  In  a  vehicle  that  seats  you  comfortably  above  the  hosts 
^  sedan  drivers  and,  with  the  push  of  a  button,  shifts  into  4WD  to  release  you  from  the  bounds  of 
le  road.  A  trim,  agile  vehicle,  in  which  tmck  power  and  strength,  leather-trimmed  seating,  4-wheel 
iti-lock  brakes  and  advanced  Softride  suspension  are  seamlessly  blended,  presenting  a  confident 
;cw  of  the  world  that  can  only  be  brought  to  you  by  a  tmck  company 
It's  called  the  Jimmy  SLT,  from  GMC  Tmck.  For  more  details,  give  us  a  call  at  1-800-GMC-TRUCK 
800-462-8782).  It  will  not  only  expand  your  opuions  in  life.  But  your  horizons  as  well. 


<1C.  GMC  Truck  and  Jimmy  are  registered  trademarks  of  General  Motors  Corp. 


©1992  CM  Corp.  All  Rights  Reserved- 
Buckle  up.  America! 


GM 


Qiuihr^  Nftjuirk 


THE  STRENGTH  OF  EXPERIENCE 


I '  I 


^IW 


OVER  $1,000,000,000 


Expanded  to  Philadelphia  1937;  went 
bankrupt  same  year  but  paid  off  credi- 
tors in  full  within  two  years.  Rebuilt; 
postwar,  brought  moderately  priced 
clothing  into  suburban  shopping 
malls.  Now  a  leading  chain  in  wom- 
en's apparel  at  moderate  prices  for 
young  adults;  1 ,679  stores  in  50  states 
and  Caribbean.  Brand  names  include 
Stuarts,  Marianne,  G&G,  Rave,  etc. 
Recovered  alcoholic.  Office  filled 
with  teddy  bears  from  employees. 
Generous  \\dth  money.  "I  tr)'  to  pay 
the  good  Lord  back  for  what  he's 
done  for  me."  Works  mornings,  plays 
bridge  in  afternoons.  Estimated  net 
worth  at  least  $1  billion. 


Paul  Mellon 

Inheritance.  Upperville,  Va.  85.  Wid- 
owed, remarried;  2  children  by  first 
wife.  Grandfather  Thomas  started 
Mellon  Bank  forerunner.  Father  An- 
drew: U.S.  Treasur\'  Secretary, 
founder  National  Gallery^  (see  Mellon 
family).  Scion  of  famous,  powerful, 
envied  family  felt  lonely,  voilnerable  as 
child.  Choate,  Yale,  Cambridge.  "My 
isolation  in  university  allowed  me  to 
be  completely  unaware  of  unem- 
ployed farmers  living  at  subsistence 
level  only  a  few  miles  away  as  the 
Depression  took  its  grip."  Paul  float- 
ed in  and  out  of  family  business.  Little 
appetite  for  commerce,  but  felt  deeply 
responsibilities  of  wealth.  Generous, 
kindly  philanthropist.  Short  stint  in 
analysis  with  Carl  Jung.  "Wealth  of- 
fers no  immunity  against  pain  and 
sorrow."  Finally  settled  into  life  of 
gentleman  farmer,  intellectual,  An- 
glophile. Fifty-plus  years  of  fox  hunt- 
ing on  4,000-acre  estate.  Found  me- 
tier as  art  collector;  among  most  ad- 
mired in  country.  Adding  to  already 
huge  art  collection;  famous  for 
French  impressionists,  English  paint- 
ers. One  of  top  U.S.  collections,  even 
after  donating  some  $250  million  in 
art  to  Yale,  National  Gallery,  Virginia 
Museum  of  Fine  Arts.  Paul  says  he's 
"picture -poor"  but  with  family 
trusts,  etc.,  worth  $1  billion  or  more. 


Laurance  Spelman  Rockefeller 
andfamily 

Inheritance,  investments,  nyc.  Tarry- 
town,  N.Y.  82.  Married;  3  daughters, 
1  son.  Grandson  of  John  D.  Rockefel- 
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Laurance  Spelman  Rockefeller 
Intelligent  investor. 


ler  (see  family).  With  David  (which 
see),  chief  investor  of  his  generation. 
Big  returns  on  early  venture  capital 
investments  seeded  from  huge  1934 
trust:  Eastern  Air  Lines,  McDonnell 
Douglas,  SI 00  million  gain  Apple 
Computer.  Also  developed  remote, 
exclusive  resorts  West  Coast,  Carib- 
bean, Flawaii  (most  sold).  Chaired 
Rockefeller  Center  Inc.  1953-66.  En- 
vironmentalist: donated  thousands  of 
acres  to  national  parks,  reserves.  Son 
Laurance,  47,  environmental  attor- 
ney; trying  politics.  Also  $36  million 
to  Memorial  Sloan-Kettering  Hospi- 
tal; $21  million  to  Princeton.  Un- 
winds at  Pocantico  Hills,  family's 
enormous  compound  near  nyc.  Al- 
ways introspective:  supports  Zendo, 
an  offshoot  of  Buddhism  that  preach- 
es self-enlightenment.  His,  immedi- 
ate family's  portion  Rockefeller  for- 
tune estimated  a  very  enlightening  $1 
billion. 


Peter  E.  Haas  Sr.  and  family 

Blue  jeans.  San  Francisco.  73.  Mar- 
ried, 3  children.  Levi  Strauss  died  a 
bachelor  1902,  left  company  to  4 
nephews,  sons  of  only  sister  (see  San 
Francisco  Haases).  Walter  Haas  Sr.  (d. 
1979)  married  Levis  Strauss'  grand- 
niece,  ran  Levi  Strauss  &  Co.  1928- 
55.  His  sons  Walter  Jr.,  Peter  joined 


after  Harvard  Business  School .  Walter 
handled  advertising  and  marketing; 
Peter  operations  and  finance.  Walter 
CEO  1970-76;  Peter  ceo  1976-81. 
Walter  took  company  public  1971; 
Walter's  son  Robert  (which  see)  took 
private  again  1985  in  $1.6  billion 
leveraged  buyout.  Peter  now  active 
director,  honorary  chairman  world's 
largest  apparel  firm  amid  successful 
application  of  basic  LBO  principle:  use 
big  cash  flow  to  pay  down  debt. 
Spends  more  time  now  in  different 
saddle:  owns  string  Morgans.  Debt 
paydown,  rising  sales  and  profits  vast- 
ly increasing  company's  net  worth. 
Also  Peter's:  his  interest  estimated 
just  over  $1  billion. 


Estee  Lauder 
Leonard  Alan  Lauder 
Ronald  Steven  Lauder 

Mother,  2  sons.  Cosmetics,  nyc  and  ^ 
the  Hamptons.  Estee:  ageless.  Wid- 
owed, "I  never  thought  I'd  make  it 
big.  If  I  felt  I  had  made  it,  I  would  be 
somewhere  nice,  like  St.  Moritz, 
skiing."  Josephine  Esther  Mentzer 
born  to  Czech-Hungarian  immigrant 
parents  in  Queens.  Sold  skin  creams 
for  chemist  uncle;  launched  company 
with  4  products  1946;  haunted  de- 
partment store  buyers  until  she  land- 
ed orders.  Summer  resort  romance 
led  to  marriage  to  Joseph  Lauder  (d. 
1983).  He  became  administrator  and 
escort.  She  mingled  with  rich  and 
beautiful,      developed,      promoted 


Leonard  Lauder 

Minding  mother's  business. 
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Attention  to  them  sets  apart  the  finest  homes. 
And  the  finest  real  estate  agents. 


k'  1992  The  Prudential  Real  Estate  Affiliates.  Inc-  ThePnidential  and  (^  are  registered  service  marks  of 
"he  Prudential  Insurance  Company  of  America.  Equal  Housing  Opportunity.  1=1  Each  Office  Independently  Owned  and  Operated. 


ThePrudential  l^y 

Real  Estate  Affiliates' 
Rock  solid  in  real  estatef 


4  vA  4/ 


OVER  $1,000,000,000 


Ageless  Estee  Lauder 

"If  I  felt  I  had  H  made,  I'd  be  somewhere  nice,  like  St.  Moritz.' 


Ronald  Lauder 

The  diplomat/politician  son. 
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products.  Claims  to  "see"  fragrances, 
consumer  trends;  built  one  of  world's 
largest  cosmetics  companies:  Estee, 
Clinique,  Aramis  and  now  Origins 
(natural  products,  recyclable  contain- 
ers for  younger,  sincere  crowd).  "I 
never  look  at  the  competition — I 
don't  even  know  who  the  competi- 
tion is:  Every  day  they  have  a  different 
president."  No  longer  in  day-to-day 
operations.  Leonard:  59,  married,  2 
sons.  Current  CKO,  credited  with 
much  of  company's  huge  growth. 
Wife  Evelyn  a  senior  executive;  son 
William,  running  Origins,  seen  as  heir 
apparent.  Ronald:  48.  Married,  2 
daughters.  Left  management  1983 
for  public  service:  deputy  assistant 
defense  secretary,  ambassador  to  Aus- 
tria. Ran  for  mayor  of  nyc,  trounced 
in  primary,  spent  estimated  $350  per 
vote.  Back  to  Estee;  set  up  investment 
firm  CEDC  to  fiind  Eastern  European 
ventures;  opened  stylish  perfijmery  in 
Moscow  1989.  Three  control  family 
firm  estimated  worth  at  least  $3 
billion. 


Margtiret  Hunt  Hill  and  family 

Trust,  oil.  76.  Widowed,  3  children. 
Eldest  daughter  of  legendary  Texan 
wildcatter  H.L.  Hunt  (see  also  Caro- 
line Hunt).  He  taught  her  oil  business 
when  young.  Manages  trust  for 
brother,  Hassie  (had  mental  break- 
down, lobotomy;  childless).  Along 
with  sister  stayed  away  from  three 
other  brothers'  silver  debacle.  Bought 
their  repossessed  land  after  1980  sil- 
ver crash.  Reportedly  insisted  "the 
boys"  (later  known  as  "The  Three 
Stooges")  use  additional  personal  as- 
sets to  secure  company;  she  denies. 
Boys  now  being  sued  for  allegedly 
channeling  assets  to  family  members 
before  filing  for  bankruptcy.  With 
Caroline,  pulled  out  her  and  Hassle's 
share  family  oil  company  1983.  Now 
runs  separate  oil,  real  estate  opera- 
tion. Son  Al  runs  Hill  Holdings  Inc., 
managing  partner  Hill  Investments 
Ltd.  Al  owns  video  production  com- 
pany AGH  Productions:  corporate 
training,  commercials,  sports  instruc- 
tion videos.  Her  fortune,  including 
Hassle's  trusts,  is  estimated  at  least  $1 
billion. 


Marpin  Maynard  Scbwan 

Food  distribution.  Sioux  Falls,  S.D. 
63.  Divorced,  remarried;  4  children. 
Father  Prussian  immigrant  to  Minne- 
sota 1921;  built  dairy  plant  1948. 
Marvin  put  self  through  college, 
working  summers.  Joined  family  milk 
bottler  1950.  Local  price  cap  forced 
business  out  on  the  road.  Found  iso- 
lated rural  families  eager  buyers  from 
Schwan  trucks,  soon  equipped  like 
traveling  7 -Elevens.  Now  private 
Schwan  Sales  Enterprises;  1991  sales 
estimated  over  $1  billion.  Expanding 
into  better  outlying  suburbs;  over 
2,500  trucks,  49  states.  Also  leasing, 
ice  cream,  pizza,  etc.  After  longtime 
monopoly  of  school  lunch  and  local 
grocery  low-priced  pizza  market 
(brands  like  Tony's,  Better  Baked), 
competition  now  eating  up  some 
prized  market  share.  Very  private,  fa 
natical  business  secrecy,  surrounds 
self  with  inner  circle  of  Schwan  lad- 
der-climbers. Moved  to  South  Dako- 
ta perhaps  for  tax  benefit;  owns  sever- 
al corporate  planes.  Owns  over  90%, 
likely  worth  over  $1  billion. 
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David  Howard  Murdoch 

Real  estate,  takeovers.  Bel  Air,  Calif., 
NYC.  69.  Divorced,  widowed,  remar- 
ried; 2  sons.  Traveling  salesman's  son, 
dropped  out  of  school  in  9th  grade. 
After  WWII  to  Detroit,  borrowed 


Mills  1982,  sold  to  Fieldcrest  Mills 
1985.  Owns  Cornhuskcr  Hotel  in 
Lincoln,  Neb.,  Harbor  Court  in  Balti- 
more; also  country  clubs,  other  real 
estate;  Arabian  horses.  Prominent 
GOP  fundraiser.  Estimated  at  least  $1 
billion. 


David  Murdock  at  his  SInerwood  Country  Club  in  California 

"I  wanted  to  create  a  feeling  that  you  were  in  some  weaitliy  family's  home." 


Shipholding  Group,  nation's  largest 
independent  owner  and  operator  of 
U.S. -built  tankers.  Michel  still  chair- 
man Continental,  son  Paul  an  execu- 
tive vp.  Family  very  private.  All  told, 
may  be  worth  $1  billion  or  more. 


Harry  Brakmann  Helmsley 

Real  estate.  NYc:  and  Greenwich, 
Conn.  83.  Divorced,  remarried; 
childless.  Started  in  real  estate  firm 
mailroom;  collected  rents.  Brokered 
buildings,  reinvested  commissions  for 
down  payment.  Began  buying  ordi- 
nary, unpretentious  buildings  match- 
ing his  unassuming  manner  1930s. 
First  wife  Quaker;  he  converted  1940. 
Brilliant  financial  mind:  pioneered 
real  estate  syndication  with  late  Law- 
rence Wien.  By  1950s  moving  up  to 
prime  Manhattan  buildings;  Empire 
State  Bldg.  1961 :  "Money's  the  great 
motivator."  Today  Helmsley  partner- 
ships control  50  miUion  sq.  ft.  com- 
mercial space,  50,000  apartments; 
13,000  hotel  rooms  nationwide. 
Shocked  associates  with  divorce 
1972,  remarriage  to  star  broker  Leo- 
na  Roberts.  Played  romantics  before 
press  cameras  1970s,  1980s,  until 
cited  for  tax  evasion  1989.  Leona 
("only  the  litde  people  pay  taxes") 
serving  4-year  sentence;  Harry  de- 
clared mentally  unfit  for  trial.  No 
obvious  successor.  Harry  still  collect- 
ing receipts  on  empire.  By  now  litde 
leveraged;  believed  still  worth  $1  bil- 
lion despite  real  estate  collapse. 


$1,800  to  buy  diner,  sold  for  profit. 
Then  Phoenix:  built  homes,  founded 
bank,  accumulated  $100  million  for- 
tune; Phoenix  market  collapsed 
1964.  With  remaining  $1  million 
moved  to  la  1966,  invested  in  real 
estate,  small  companies.  Helped 
merge  Iowa  Beef  Processors  into  Oc- 
cidental Petroleum,  quarreled  with 
Armand  Hammer  but  left  with  $100 
million.  Helped  save  Continental 
Group  from  raider  Sir  James  Gold- 
smith 1984,  bought  out  1985  for 
about  $150  million.  "Murdock  man- 
ages to  get  bought  out,  and  he  man- 
ages to  get  bought  out  pleasantiy. 
That's  part  of  his  genius."  Merged 
Flexi-Van  into  Dole  Food  Co.  (for- 
merly Castie  &  Cook),  now  has  23%; 
is  chairman,  ceo.  Bought  Cannon 


Michel  Fribourg  and  family 

Grain  trader.  NYC.  79.  Widowed,  re- 
married; 5  children.  Michel's  great- 
great-grandfather  started  trading 
grain  Belgium  1813;  grandfather 
prospered  trading  gold  for  wheat  dur- 
ing 1848  famine.  Family  sent  manag- 
ers to  found  Continental  Grain  Co., 
Chicago  1921;  immigrated  after 
France  fell  1940.  Michel  left  U.S. 
Army  intelligence  to  take  over  on 
father's  death  1944.  Diversified  into 
other  agribusiness  areas  (poultry,  ani- 
mal feed,  hogs  and  cattie,  flour  mill- 
ing), financial  services,  merchant 
banking.  Recent  partnership  with 
Tosco  Corp.  to  start  petroleum  trad- 
ing company.   Interest  in  Overseas 


Harry  Helmsley 

Getting  by  without  Leona. 
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Barbara  Piasecka  Johnson 

Inheritance.  Princeton,  N.J.  55.  Wid- 
ow, no  children.  Third  wife  of  John 
Seward  Johnson  (d.  1983),  heir  to 
Johnson  &  Johnson  empire.  Art  his- 
tory M.A.,  U.  of  Wroclaw;  to  U.S. 
1968.  His  upstairs  chambermaid, 
then  "personal"  curator,  scuba  part- 
ner. Married  1971,  8  days  after  his 
divorce;  he  was  76;  she,  34.  Home  is 
$30  million  estate  near  Princeton: 
"Jasna  Polana."  Huge  will  battle  with 
his  children.  Offer  to  save  renowned 
Gdansk  shipyards  1989  dropped 
when  Polish  workers  turned  down 
$l/hour,  2,000  layoffs.  Paid  $15  mil- 
lion for  18th-century  Badminton  cab- 
inet 1990,  finally  at  home;  other 
pieces  on  block  to  make  room.  If  she 
held  on  to  all  Seward's  J&j  stock, 
worth  would  be  $1  billion;  not  clear 
that  she  did. 


William  Wri^ley 

Chewing  gum.  Chicago;  Lake  Gene- 
va, Wis.  59.  Twice  divorced,  remar- 
ried; 3  children.  Grandfather,  William 
Wrigley  Jr.,  headed  to  Chicago  1891 
to  push  soap  for  father's  Philadelphia 
business.  Offered  baking  powder  as 
incentive  to  buy  soap;  big  hit.  Then 
chewing  gum  as  incentive  to  buy  the 
baking  powder;  huge  success.  Intro- 
duced Wrigley's  Spearmint  gum 
1893.  In  1915  mailed  sample  stick  to 
everyone  in  U.S.  phone  books.  Today 
grandson-namesake  runs  company. 
Began  value  pricing  program  in 
1987 — but  now  means  5-stick  pack 
for  25  cents;  once  was  a  nickel.  Also 
Big  League  Chew  and  Hubba  Bubba. 
William's  stock  recently  worth  $965 
million.  Late  cousin  Offield's  heirs 
hold  about  $370  miUion  worth. 


William  Koch 
skippers  America3, 
the  victor 
in  this  year's 
America's  Cup, 
off  San  Diego 
Koch  kicked  in 
$10  million  of 
his  own  money 
toward  the  $68 
million  spent  by 
the  San  Diego 
Yacht  Club 
to  defend 
the  Cup.  Koch's 
team  accepted 
no  advertising 
on  the  boat. 
Said  Koch, 
"I  said  we'd 
do  it  and  we 
damn  well  did." 


pay  over  $40  million  to  competitors 
in  patent-infringement  suits.  Ex-col- 
league: "Why  pay  for  R&D  when  you 
could  get  it  otherwise!*"  Also  some 
$15  million  penalties  for  union-bust- 
ing. Owns  majority  Detroit  (basket- 
ball) Pistons,  Detroit  sports  complex. 
"I've  always  loved  games,  whatever 
they  are."  Estimated  $950  million 
or  more. 


schooling;  dropped  out  of  Oxford 
after  first  year.  Runs  Winrock,  one  of 
largest  private  cattle  operations  in 
Southeast.  Set  up  Law  Enforcement 
Assistance  Foundation  to  aid  local 
sheriffs;  has  accompanied  area  police 
on  patrols.  Republican,  some  suspect 
political  aspirations.  Very  philan- 
thropic. His  share  of  family  fortune 
believed  $950  million  or  more. 


William  Morse  Davidson 

Guardian  Industries  Corp.  Bloom- 
field  Hills,  Mich.  69.  Thrice  divorced, 
2  children.  Dabbled  as  lawyer  but 
found  talent  rescuing  failing  business- 
es. Resuscitated  uncle's  flagging 
windshield  business,  took  over,  took 
public  1968,  private  in  $500  million 
leveraged  buyout  1985.  Now  world's 
fifth-largest  glassmaker:  15%  of  flat 
glass  market,  8%  auto  market;  sales 
around  $1  billion.  Forced  by  courts  to 


Wintbrop  Paul  Rockefeller 

Inheritance.  Morrilton,  Ark.  43.  Di- 
vorced, remarried;  3  children  by  first 
wife,  2  by  second.  Great-grandson  of 
John  D.  Rockefeller,  only  child  of 
"black  sheep"  Winthrop  (d.  1973,  see 
Rockefeller  family),  who  converted 
rocky  mountaintop  into  Winrock 
Farms;  twice  Arkansas  gop  governor. 
Win  Paul  offspring  of  brief  marriage 
to  Barbara  (Bobo)  Sears;  FLuropean 


Donald  Joyce  Hall 
Barbara  Hall  Marshall 
Elizabeth  Ann  Reid 

Brother  and  sisters.  Hallmark  Cards. 
Mission  Hills,  Kans.  Father,  Joyce 
Hall  (d.  1982),  midwestern  preach- 
er's son.  With  brothers  began  dis- 
tributing postcards  1905,  gradually 
switched  to  greeting  cards.  Oeated 
new  American  industry:  prepack- 
aged sentiment  for  all   occasions. 
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For  nearly  a  century  and  a  half,  the  Shield  has  been  poised 

not  to  do  battle  but  to  defend. 
Protecting  business  and  home,  property  and  possessions. 
A  worldwide  symbol  of  an  organization  with  a  rich  history 

as  legacy  And  a  bright  future  as  promise. 
Strong.  Stable.  Steadfast. 
Royal  Insurance.  Your  shield  against  the  unexpected. 
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Heavy  advertising  in  late  1920s  bur- 
nished name  recognition;  avoided 
WWII  rationing  by  convincing  gov- 
ernment that  cards  boosted  national 
morale.  Now  Hallmark  leads  indus- 
try (1991  sales  were  $2.8  billion). 
Over  700  employees  develop 
24,000  cards  (plus  gift  wrap,  fuzzy 
animals,  etc.)  a  year.  New  computer- 
based  system  lets  consumer  person- 
alize own  greeting  cards,  invitations 
and  announcements.  More  than  200 
designs  are  in  the  system.  Hallmark 
also  has  stakes  in  media  groups. 
Family  controls  two-thirds  of  pri- 
vate company;  employee  plan  has 
rest.  Children:  "Just  plain  Midwest 
folk  who  happen  to  be  the  progeny 
of  a  genius."  Donald:  Mission  Hills, 
Kans.    64.    Married,    3    children. 


tier:  built  highly  profitable  Donrey 
Media  Group;  today  more  than  100 
papers  (1991  revenues  over  $300  mil- 
lion), television  station,  5  cable  com- 
panies, billboards.  Union-buster, 
cost-cutting  fanatic.  "Ungrateful" 
children  uninterested;  foundation  to 
get  estimated  $950  million  empire 
when  Reynolds  reaches  "big  news- 
room in  the  sky." 


Joseph  A.  Albertson 

Albertson's  Inc.  Boise,  Idaho.  86. 
Married,  1  daughter.  Left  college  in 
Depression  to  manage  Kansas 
Safeway  store.  In  1939  began  Boise 
grocery  with  life  savings  of  $5,000, 
$7,500  loan.  In  1969  partnership 
with  Leonard  Skaggs  (which  see)\  de- 


Jesse  Jackson 
and  Edgar  Miles 
Bronfman  Sr. 
Ecumenicists  at 
work:  In  his  role 
as  president  of 
the  Worid  Jewish 
Congress, 
Bronfman  talks 
to  Jesse  Jackson 
after  Jackson's 
speech  condemn- 
ing anti-Semi- 
tism and  praising 
Zionism. 


Chairman's  one-third  of  company 
estimated  $950  million.  Barbara: 
Kansas  Cit\',  Mo.  69.  Widowed,  2 
children.  Elizabeth:  Denton,  Tex. 
70.  Divorced,  5  children.  Sisters 
each  have  one-sixth  Hallmark,  esti- 
mated $475  million  each. 


Donald  Wortbitiffton  Reynolds 

Publishing.  Las  Vegas.  86.  Thrice  di- 
vorced, 3  children.  Son  of  door-to- 
door  grocery  peddler.  University  of 
Missouri  journalism  school.  Fired 
from  first  2  jobs.  "They've  both  since 
gone  broke."  Scraped  together 
$1,000  to  invest  in  printing  plant. 
WWII  shrapnel  hit  in  forehead:  "It 
got  rid  of  my  sinus  trouble."  Helped 
publish  wartime  magazine  Yank.  Af- 
ter, acquired  small  dailies,  found  me- 


veloped  grocery,  drug  store  under 
one  roof,  common  checkout  line. 
Split  amicably  1977,  each  took  29 
stores.  Expanded  his  Albertson's  into 
sixth-largest  operator  of  joint  food 
and  drug  stores:  641  in  West,  Mid- 
west, South.  Company  still  expand- 
ing. No  longer  running  company  but 
at  work  daily.  "To  be  successful  in  any 
business,  you  have  to  have  the  prod- 
uct people  are  willing  to  pay  for,  plus 
tender  loving  care."  His  Albertson's 
shares  were  recendy  worth  $930 
million. 


Jack  Kent  Cooke 

Real  estate,  investments,  sports.  Mid- 
dleburg,  Va.  79.  Remarried  after  3 
divorces;  2  sons  by  first  wife,  daughter 
by  third  (who  signed,  ignored  prenup 


deal  to  end  pregnancy).  Son  of  Cana- 
dian picture-frame  maker  ruined  in 
Depression.  Jack  sold  encyclopedias 
door-to-door.  Bought  first  radio  sta- 
tion age  25,  then  added  newspapers, 
magazines.  Millionaire  before  30. 
Naturalized  1960  by  act  of  Congress. 
Bought  LA  (basketball)  Lakers,  built 
Forum,  sold  all  in  1979.  Bought 
NYC's  Chrysler  Building  1979,  LA 
Daily  News  1985.  Over  $500  million 
profit  buying,  selling  cable  systems  in 
late  198bs.  Won't  sell  Washington 
(football)  Redskins,  1992  Super  Bowl 
champs  ("I'm  in  heaven");  plans  new 
stadium.  Net  worth  estimated  $900 
million  or  more. 


Charles  F.  Feeney 

Dut\'  Free  Shoppers.  London.  61. 
Married  to  Frenchwoman,  5  children. 
Started  Hong  Kong  1960  with  Cor- 
nell School  of  Hotel  Administration 
classmate,  built  world's  largest  duty- 
free retailer.  Sales  over  $2  billion. 
Targets  Japanese  tourists:  gives  tour 
guides  hefty  commissions  to  steer 
customers.  Left  operations  1970s  to 
invest  huge  cash  flow  via  Bermuda- 
based  General  Adantic  Holding  com- 
pany. Hong  Kong/San  Francisco- 
based  InterPacific.  Resort  hotels 
Guam,  Saipan;  Tahiti  shopping  cen- 
ter; Taiwan  watchmaker,  etc.  High- 
strung,  fast-talking.  Flies  economy, 
"most  content  at  36,000  feet."  Re- 
clusive. Margins,  sales  down  with  Jap- 
anese tourism,  but  his  38%  Duty  Free 
Shoppers,  etc.  estimated  over  $900 
million. 


Philip  Frederick  Anschutz 

Oil,  railroads,  investments.  Denver. 
52.  Married,  3  children.  Kansas  na- 
tive, U.  of  Kansas.  Father  Fred  oil  rig 
operator,  unknowingly  bought  ranch 
on  oil -rich  land;  Phil  bought  out  dad 
1961,  sold  rigs.  Aggressively  pursued 
oil,  gas  leases.  Struck  it  rich  at  An- 
schutz Ranch  E^ast  in  Utah,  Wyoming 
1970s;  perhaps  largest  U.S.  gas  field. 
Amoco  drills,  Phil  collects  royalties 
Sold  half  to  Mobil  for  $500  million 
1982.  Went  into  minerals,  Denver 
real  estate,  stocks  (nearly  $100  mil- 
lion profit  from  ITT,  Pcnnwalt). 
Bought  Rio  Grande  Railroad  for 
$500  million  1984;  added  Southern 
Pacific  1988.  But  big  trouble:  selling 
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7"/?e  KX-P2124.  a  24- pin  with  A  TM*  and  color  option. 
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A  few  dot-matrix  printers 
offer  you  scalable  fonts. 

A  few,  color.  But  no  other 
printer  offers  you  scalable 
fonts... color... and  Panasonic" 
Quiet  Technology. 

PutourKX-P2124ahd 
2123  to  work  and 
you'll  get  the 
flexibility  of  Adobe  I 
Type  Manager* 
and  scalable 
fonts. ..you'll  add 
drama  to  your 
documents  with 
our  optional  color  kit. ..and 
you'll  hear  very  little,  indeed. 

Put  any  of  our  other 
Quiet  Technology  printers  to 
work  and 
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you  can 
OPTION  accom- 
plish whatever  your  needs. 

From  our  2123,  a  budget- 
minded  24-pin  with  Adobe 
Type  Manager* and  optional 


color...to  our  2624  wide- 
carriage  business  pnnter  with 
ATM*,...to  our  9-pin  2180  with 
6  near  letter  quality  fonts  and 
optional  color. 

All  with  the  kind  of  features 
that  made  Panasonic  printers 
the  leaders  of  the  industry. 
Such  as  multiple  paper  paths, 
EZ '"  Set  control  panels,  and  a 
two-year  limited  warranty  on 
parts  and  labort 

The  Panasonic  2000 
Series  Quiet  Technology 
Printers. 

Call  us  for  more  informa- 
tion: 1-800-742-8086.  Or  visit 
your  Panasonic  dealer. 

+See  your  dealer  for  warranty  details. 

*  ATM  and  Adobe  Type  Manager  are  registered 
trademarks  of  Adobe,  Adobe  ATM  for  use  with 
Microsoft*  Windows™  3.0  or  higfier  Available  on 
selected  printers  only 
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ONCE  YOU'VE  TRIED  OUR 

QUIET  TECHNOUHvY  PRINTERS, 

YOU'LL  NEVER  SETRE  FOR 

ANYTHING  LESS. 


The  KX-P2123,  a  24- pin  with  A  TM*  and  color  option. 


The  KX-P2180,  a  9- pin  with  color  option.  A  TM*  not  available. 


The  KX-P2624,  a  24-pin  with  A  TM*.  Color  option  not  available. 
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Samuel  Moore  Walton 
1918-1992. 


railroad  land,  other  assets  to  cover 
huge  operating  losses,  interest  ex- 
penses. Major  art  collector.  Estimated 
over  $900  million. 


Harold  Clark  Simmons 

Investments.  Dallas  and  Montecito, 
Calif.  61.  Twice  divorced,  remarried; 
4  daughters,  2  stepchildren.  Son  of 
Texas  schoolteachers,  worked  as  fdic 
bank  examiner,  bought  Dallas  drug- 
store for  $5,000  at  29.  Created  100- 
store  chain,  sold  to  Jack  Eckerd  Corp. 
for  $50  million  stock  1973.  "Texas 
gunslinger"  collected  conglomerate 
(chemicals,  oils,  sugar,  fast  food) 
through  hostile  takeovers:  pocketed 
$138  million  on  GAF;  $89  million  on 
SeaLand.  "Everybody's  got  to  do 
something."  Most  assets  now  in  Valhi 
Inc.;  also  real  estate  Tex.,  La.,  Colo., 
Ariz.  Increased  stake  in  Lockheed  to 
20%  in  1990;  big  mistake— lost  $50 
million.  Bloodied  but  unbowed; 
amassing  cash  pile  for  right  deal.  Ac- 
tive philanthropist:  $10  million  for 
arthritis  research  center  1985  (long- 
time sufferer),  $41  million  to  U.  of 
Texas  Southwestern  Medical  Center 
1988:  "What  do  you  think  1  am  going 
to  do  with  my  money.^"  Majority  of 
assets  to  go  to  medical  foundation. 
Family  man,  skier,  tennis  player,  dirt 
biker.  Stock,  real  estate,  etc.,  recendy 
estimated  $900  million. 


James  R.  CargUl 
Marffaret  CargiU 
W.  Duncan  MacMiUan 
John  Hu0b  MacMUlan  HI 
Marion  MacMiUan  Pictet 
Whitney  MacMiUan 
CargiU  MacMiUan  Jr. 
Pauline  MacMiUan  Keinath 
andfamUies 

Cargill,  Inc.  Descendants  of  William 
W.  Cargill,  Long  Island-born  immi- 
grant's son,  moved  west  and  set  up 
company  to  trade  grain  1865;  quickly 
surpassed  competition.  John  Mac- 
MiUan Sr.  took  over  1909,  after  death 
of  father-in-law  Cargill.  Company  be- 
came world's  largest  commercial 
grain  trader;  now  worldwide  in  agri- 
cultural commodities,  financial  ser- 
vices, manufacturing,  etc.  Private  as 
ever,  1992  sales  estimated  $50  bil- 
lion, net  income  over  $350  million; 
books  said  to  be  conservative.  Whit- 
ney MacMiUan  current  chairman, 
CEO.  Three  branches  believed  to  split 
equally  voting  stock  of  estimated  $5- 
billion-plus  fortune.  First  branch: 
James:  Minneapolis.  68.  Married,  3 
children.  With  Cargill  since  1947, 
retired  as  senior  vp  1990;  still  direc- 
tor. Runs  Dinnaken  Properties: 
builds  housing  for  U.  of  Minnesota. 
Expert  trout  fisherman;  owns  small 
jewelry  store.  Margaret:  La  Jolla, 
Calif  72.  Never  married;  extremely 


private.  Second  branch:  Duncan: 
Wayzata,  Minn.  63.  Married,  4  chil 
dren.  In  Cargill  from  1953,  director 
since  1966;  vice  chairman  Waycrossc, 
Inc.,  family  investment  firm.  Wrote  2 
volumes  family  history.  John  Hugh: 
Hillsboro  Beach,  Fla.  64.  Divorced,  9 
children.  Active  in  company,  owns 
largest  private  barge/towing  compa- 
ny lower  Mississippi.  Avid  sports  fish- 
erman. Marion:  Hamilton  Beach, 
Bermuda.  59.  Divorced;  1  daughter, 
another  child  deceased.  Owns,  man- 
ages large  real  estate  holdings  world- 
wide, many  related  to  farming.  Third 
branch:  Whitney:  Minneapolis.  64. 
Married,  2  children.  Noted  expert  on 
East-West  commercial  relations,  vari- 
ous U.S.,  international  positions  with 
company;  ceo  since  1977.  Cargill: 
Palm  Springs.  64.  Divorced,  remar- 
ried; 4  children.  Senior  vp  Cargill 
1973-88.  Retired,  still  active  in  com- 
pany affairs.  Philanthropic  interests, 
public  TV,  banks.  Pauline:  St.  Louis. 
58.  Married,  4  children.  Very  quiet 
lifestyle,  works  with  handicapped 
children.  Not  active  in  company. 


David  Geffen 

Recording.  Malibu,  Beverly  Hills.  49. 
Single.  Brooklynite,  eked  way 
through  high  school,  college  drop- 
out. CBS  usher,  receptionist  at  TV  pro- 
duction company — fired  for  giving 
unsolicited  advice  on  scripts.  Landed 
in  legendary'  William  Morris  mail- 
room;  managed  folk  acts.  Founded 
Asylum  Records  1970:  Eagles,  Bob 
Dylan,  Jackson  Browne.  Sold  1972 
for  "biggest  number  I  could  think 
of:  $7  million.  After  cancer  scare, 
started  Geffen  Records  1980:  heavy 
metal  Whitesnake,  Guns  N'  Roses; 
movies  (Risky  Business)^  Broadway 
(Cats).  Sold  to  MCA  early  1990  for 
stock.  Matsushita  bought  MCA  late 
1990,  became  $710  million.  Bulk 
now  in  "bonds,  lots  of  bonds."  How 
much  now  over  $850  million  depends 
on  Beverly  Hills  real  estate. 


Edward  Levns  Gaylord 

Broadcasting,  publishing.  Oklahoma 
City.  73.  Married,  4  children.  Worked 
in  shadow  of  father,  Fv.K.,  who 
bought  into  Daily  Oklahoman  1903, 
became  state  power  broker.  Added 
TV,  radio,  more  newspapers.  F!.L.  fi- 
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nally  in  charge  when  father  died 
1974,  age  101.  Continued  growth. 
Hankering  for  countn'  music  led  to 
(reported  $270  million)  purchase 
Grand  Ole  Opry,  Opryland  usA, 
Nashville  (cable  tv)  Network  1983. 
Made  over  $100  million  selling  Tele- 
rate  stock,  exchanging  for  Dow  Jones 
shares.  Took  Gaylord  Entertainment 
public  1991 .  Still  owns  Daily  Oklaho- 
man  privately.  Small  stake  in  Texas 
(baseball)  Rangers.  Conservative, 
strong  opinions:  "We're  against  liber- 
al bubbleheads."  Stock,  etc.,  estimat- 
ed $850  million. 


Alan  C,  Asbton 
Bruce  W.  Bastian 

Partners.  WordPerfect  Corp.  Orem, 
Utah.  Ashton:  50.  Married,  11  chil- 
dren. Bastian:  44.  Married,  4  chil- 
dren. Brigham  Young  U.  computer 
professor  Ashton  first  teamed  up  with 
grad  student  Bastian  1969,  developed 
computer  program  diagramming  byu 
band  formations  in  3-D.  In  1979 
Bastian  turned  down  numerous  job 
offers  to  start  WordPerfect  with  Ash- 
ton. Commercially  available  1980. 
Avoided  venture  capital.  In  1982  IBM 
PC  version  available.  Very  popular: 
easy  to  use,  new  features  not  available 
from  competitors.  Ashton  president; 
Bastian  chairman.  Now  number  one 
selling  word  processor  in  the  U.S.  for 
the  IBM  PC;  expanding  into  interna- 
tional markets  (34%  of  sales),  17  lan- 
guages. Consohdated  sales  1991, 
$634  million.  Also  market  E-mail  sys- 
tem, graphics,  database,  etc.  All  pro- 
grams designed,  manufactured  in- 
house.  Business  philosophy  from  day 
one:  no  debt.  Each  owns  49.5% 
WordPerfect;  with  original  product 
still  strong,  worth  estimated  $840 
million  each. 


William  Randolph  Hearst  Jr. 
Randolph  Apperson  Hearst 
George  Randolph  Hearst  Jr. 
Phoebe  Hearst  Cooke 
Millicent  V.  Baoudjakdji 
David  Whitmore  Hearst  Jr. 
andfamilies 

Inheritance.  Children  and  grandchil- 
dren of  William  Randolph  Hearst, 
whose  father,  George  Hearst  (pros- 
pector, land  baron,  U.S.  senator), 
took  failing  San  Francisco  Examiner 


from  gambling  debtor  1880.  Onh' 
child.  Harvard -expelled  "Billie  Bus- 
ter," took  over  1887  after  penning 
letter  to  Dad:  "1  have  begun  to  have  a 
strange  fondness  for  our  little  newspa- 
per. I  am  convinced  1  could  run  a 
newspaper  successfully."  Built  na- 
tion's largest  newspaper  chain.  Coun- 
try's most  controversial  media  baron: 
outsensationalized  former  employer 
Pulitzer  (see  family)  in  great  NYC 
newspaper  wars.  Pushed  Spanish- 
American  War  to  increase  circulation: 
"You'll  furnish  the  pictures  and  I'll 
furnish  the  war."  Model  for  Citizen 
Kane;  built  $30  million  temple  of 
excess,  San  Simeon,  now  owned  by 
state  of  California.  Died  1951;  left 
control  in  foundation  run  by  cronies. 
Heirs  arranged  buyout  1974  after 
long  batde.  Company  now  owned  by 
descendants;  under  professional  man- 
agement. Hearst  Corp.  now  estimat- 
ed over  $2  billion  sales;  12  dailies, 
consumer  magazines  (Cosmopolitan, 
Esquire,  Harper's  Bazaar,  etc.),  trade 
magazines  (Official  Used  Car  Guide, 
etc.),  TV,  radio  stations,  cable  TV, 
books,  real  estate,  timberland.  "The 
more  diverse  we  are,  the  better  off" 
we're  going  to  be."  No  buyer  found 
for  ailing  la  Herald  Examiner,  closed 
1989.  Five  family  branches:  1 )  Surviv- 
ing son  William  Jr.:  nyc.  84.  Twice 
divorced,  widowed;  2  children.  Edi- 
tor-in-chief Hearst  Newspapers  since 
1955;  Pulitzer-winning  columnist 
1956.  Heads  family  trust.  Son  Wil- 
liam Randolph  Hearst  111  was  Exam- 
iner publisher.  2)  Surviving  son  Ran- 
dolph: NYC.  76.  Twice  divorced,  re- 
married; 5  daughters  (including 
Patty)  by  first  wife.  Hearst  Corp. 
chairman.  3)  Children  of  George 
Randolph  Sr.  (d.  1972):  George  Jr.: 
LA.  64.  Widowed,  divorced,  remar- 
ried; 4  children.  Ran  Herald  Examin- 
er 1962-77,  supervises  real  estate. 
Twin  sister  Phoebe:  San  Francisco. 
65.  Divorced,  remarried;  daughter. 
Played  major  role  with  current  hus- 
band in  family  trust's  1974  buyback. 
4)  Children  of  David  Whitmore  Sr. 
(d.  1986):  Son  David  Jr.:  la.  47. 
Single.  His  sister  Millicent:  \A.  52. 
Married,  3  children.  5)  Four  children 
of  son  John  Hearst  (d.  1958):  John 
Jr.,  58,  only  one  active  (company 
director).  Each  branch  has  one-fifth 
of  Hearst  empire,  now  estimated 
worth  over  $4  billion. 


Stephen  Bechtel 
Jr.,  chairman 
emeritus  of 
Bechtel  Group 
Rebuilding 
Kuwait  helped 
boost  revenues 
34%  last  year. 


Marc  Rich 
Pincus  Green 

Trading  partners.  Zug,  Switzerland. 
Rich:  57.  Divorced,  remarried;  3 
daughters.  Green:  57.  Married,  4 
children.  Rich:  Belgian-born;  family 
fled  Europe  to  U.S.  1941.  Quit  nyu 
for  Phillip  Brothers  mailroom.  Rose 
with  Brooklyn-born  "Pinky"  to  star 
trader;  pioneered  spot  oil  market 
1968.  Phibro  reneged  on  bonus;  Rich 
walked,  launched  Marc  Rich  &  Co. 
with  Pinky,  other  Phibro  execs  1973. 
Traded  Iranian  crude  during  hostage 
crisis;  shipped  profits  to  Switzerland. 
Pair  fled  tax  evasion  charges,  to  Swit- 
zerland 1983.  Paid  $171  million  fed- 
eral fines  so  U.S.  arm,  C'larendon, 
could  resume  business  1984.  Rich 
boasts  Spanish  citizenship,  Pinky's  a 
Bolivian;  feds  still  con.sider  them' 
Americans;  both  still  wanted.  Rich 
also  wanted  by  stcelworkers  union 
following  bitter  strike  involving  al- 
leged subsidiary.  U.S.  Mint  under 
fire:  Clarendon  supplied  metal  for 
coins.  Zug-based  company  now 
world's  second  largest  commodity 
trader  after  C>argill  (which  sec).  Domi- 
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Robert  Henry  Dedman  Sr. 

(-oLintr)',  city  clubs.  Dallas.  66.  Mar- 
ried, 2  children.  Grew  up  poor  in 
Arkansas,  moved  to  Texas  in  high 
school.  Earned  ?>  degrees  (economics, 
engineering,  law)  in  4  years,  while 
selling  insurance  and  real  estate  and 
serving  as  commissioned  Navy  officer. 
Opened  first  club — Brookhaven 
Countr\'  Club,  Dallas — as  sideline 
1957.  Proved  profitable;  found  oth- 
ers would  sell  to  him  to  get  profes- 
sional management;  added  more. 
Moved  into  city  clubs  1965.  Now 
private  Club  Corp.  International  over 
300,000  members  U.S.,  Europe, 
Asia.  Estimated  revenues  near  $1  bil- 
lion. Son  Bob  Jr.  president,  heir  ap- 
parent. Bob  Sr.  gives  millions  to 
health  and  education.  His,  family's 
93%  estimated  $800  million. 


nates  aluminum  market;  refocusing 
on  oil.  Big  move  into  desperate  Russia 
leading  to  huge  profits.  Major  per- 
sonnel overhaul  past  2  years:  Pinky, 
after  heart  bypass,  retired  1991, 
bought  out.  Other  partners  left;  3 
new  lieutenants  replaced  them,  also 
left.  Rich  remains.  Might  need  the 
paycheck:  wife  seeking  $500  million 
in  messy  divorce.  Green's  current 
worth  estimated  $800  million.  Rich 
said  to  now  own  51%  of  company; 
also  estimated  $800  million.  "There 
are  maybe  three  people  in  the  world 
who  know  Marc  Rich  intimately.  All 
three  people  know  different  things." 


James  LeVoy  Sorenson 

Medical  deykes.  71.  Salt  Lake  City. 
Married;  8  children,  39  grandchil- 
dren. Turned  down  medical  school: 
being  doctor  "would  have  narrowed 
my  scope  tremendously."  Maritime 
Service  after  Mormon  mission  work. 
Postwar,  Upjohn  salesman.  Staked 
uranium  clairns,  sold  to  penny-stock 
promoters;  bought  land  for  develop- 
ment. Shocked  by  unnecessary 
deaths,  created  new  medical  devices: 
eliminated  dangerous  air  bubbles  in 


blood  supply,  etc.;  also  disposable 
catheters:  "Always  trying  to  ftilfiU  a 
market  need  somewhere."  Sold  out 
1960,  began  new  company:  more  de- 
vices. Sold  to  Abbott  Labs  1980  for 
$100  million  stock.  Same  shares  now 
worth  some  $800  million. 


Curtis  LeRoy  Carlson 

Entrepreneur.  Long  Lake,  Minn.  78. 
Married,  2  daughters.  Son  of  Swedish 
immigrant  grocer;  subcontracted  pa- 
per routes  to  brothers  for  small  profit. 
U.  of  Minn.  1937;  sold  soap  for 
Procter  &  Gamble,  $110/month. 
Widi  $50  loan  started  Gold  Bond 
Trading  Stamps  1938.  "The  minute  I 
got  out  on  my  own,  I  knew  I'd  found 
my  own  element."  From  1960s  built 
one-man  conglomerate:  Radisson 
Hotels  (many  franchised).  Country 
Kitchen/TGI  Friday's  restaurants, 
travel,  motivational  and  promotional 
services.  "Work  5  days  a  week,  stay 
even  with  your  competition;  work 
Saturday  and  get  ahead."  Back  from 
quadruple  bypass  heart  surgery; 
daughter  Marilyn,  53,  heir  apparent. 
On  new  data,  revised  estimate  $800 
million;  he  claims  $1  billion. 


Raymond  J.  Noorda 

Novell,  Inc.  Provo,  Utah.  68.  Mar- 
ried, 3  children.  Grew  up  Utah.  U.S. 
Navy  WWII.  Landed  computer  engi- 
neering job  GE,  then  several  computer 
companies.  As  CEO  of  Boschert  Inc., 
maker  of  power  supply  systems,  did 
successfiil  turnaround;  sold  I98I. 
Joined  Novell;  from  $3.8  million  rev- 
enues 1983  to  $640  million  1991. 
Gave  Bill  Gates  (which  see)  run  for 
money:  came  out  with  Netware  pro- 
grams to  help  hook  computers  into 
networks;  Microsoft  followed,  but 
too  late.  Now  considered  biggest  in 
network  operating  systems  world- 
wide; reported  60%  market  share. 
Mormon,  drives  pickup  truck  to 
work.  Takes  advantage  of  senior  citi- 
zen discounts;  his  shares  octupled 
since  1989,  lately  near  $800  million. 


Leonard  Norman  Stem 

Pet  supplies,  real  estate.  NYC.  54.  Di- 
vorced, remarried;  3  children.  Father 
Max  came  from  Germany  with  2,100 
canaries  1926.  Leonard  attended  ye- 
shiva,  had  M.B.A.  by  21.  Took  over 
floundering  Hartz  Mountain  1959, 
added  dog,  cat  supplies;  built  to  in- 
dustry leader.  Took  public  1972,  pri- 
vate 1979.  Paid  $10  million  for  750 
acres  around  Secaucus,  N.J.  1969. 
New  Jersey  developments  now  30 
million  square  feet,  also  NYC  projects. 
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Paid  $55  million  for  Village  Voice 
1985.  Gave  alma  mater  nyu  $30  mil- 
lion 1988,  business  school  named 
after  him.  "My  kids  will  have  less,  but 
Tm  doing  something  that  pleases 
me."  Falling  real  estate  hurting  kids 
more:  visible  worth  now  under  $1 
billion.  Making  do  on  estimated  $800 
million. 


Donald  John  Tyson 
Barbara  Tyson 

Brother,  sister-in-law.  Tyson  Foods. 
Don:  Springdale,  Ark.  62.  Married,  3 
children.  Barbara:  Fayetteville,  Ark. 
43.  Widowed.  Don's  father  founded 
now- largest  chicken  processor  during 
Depression.  Killed  in  car- train  wreck 
1967;  Don  took  over;  also  half  broth- 
er Randal.  Acquisitions  sparked 
growth  next  25  years;  built  only  2  of 
47  plants.  Largest:  1989  takeover 
Hollv  Farms,  $1.5  billion.  Sales  over 
$3.9' billion  1991.  "It  takes  the  next 
three  guys  to  be  as  big  as  we  are." 
Randal  accidentally  choked  to  death 
1986,  leaving  Barbara  his  shares.  All 
executives  wear  company  uniform: 
khaki  pants,  shirts  with  first  names 
stitched  over  pocket.  "If  we  all  wore 
suits,  we'd  sit  here  in  the  office."  Don 
fishes  for  blue  marlin;  Willie  Nelson 
fan.  "My  family  has  always  been  farm- 
ers. That's  all  we  know."  His  Tyson 
shares  recently  worth  $790  million; 
Barbara's,  $600  million. 


Georffe  Soros 

Money  manager.  London,  NYC, 
Southampton,  N.Y.  62.  Divorced,  re- 
married; 5  children.  Hungarian  born, 
hid  from  Nazis  in  family's  attic.  Paris 
after  war;  London  School  of  Eco- 
nomics; Wall  Street  1956  as  analyst, 
currency  trader.  Started  Curasao- 
based  Quantum  Fund  1969:  non- 
U.S.  investors  only.  Quantum  now 
over  $2.5  billion;  net  assets/share  up 
over  53%  1991.  Wrote  books  on  in- 
vesting, politics.  Remembers  origins: 
fLinded  Budapest  business  school, 
first  in  Eastern  Europe;  also  founda- 
tions. Set  up  Hungary  Fund  1989  but 
quit  1991  to  avoid  conflict  of  interest; 
adding  new  fimds.  Soros  makes  over- 
all strategic  decisions;  travels  fre- 
quently to  do  research  firsthand.  Pays 
off:  his  interests  in  ftinds  worth 
around  $785  million. 


Carl  Ray  Poblad 

Banking,  investments.  Minneapolis. 
77 .  Married,  3  sons.  Grew  up  Iowa; 
father  worked  on  railroad,  mother 
took  in  laundry.  Football  scholarship 
Gonzaga  U.,  dropped  out  to  start  car 
agency.  Decorated  WWII.  Took  over^ 
Minn,  bank  holding  company  after 
brother-in-law  ceo  died.  Eventually 
acquired  several  northern  Midwest 
banks.  Took  over  bus  company  mei; 
restructured  as  Pepsi  botder  early 
1970s,  diversified  in  candy,  snack 
food  distribution.  Sold  bottling  inter- 
est 1986,  food  1990.  Recendy  sold 
stake  Minn,  (football)  Vikings;  still 
owner  (baseball)  Twins,  1991  Series 
champs.  Often  partner  with  locals 
Irwin  Jacobs,  Curt  Carlson  (which 
see).  Cofounder  Minn.  Boys  and  Girls 
club.  Estimated  $765  million. 


Andrew  Jerrold  Perencbio 

TV,  films.  Bel  Air,  Calif.  61.  Twice 
divorced,  3  children.  Son  of  Fresno 
vintner,  ucla.  Joined  MCA  1958; 
founded  talent  agency  1963;  landed 
Liz  Taylor,  Marlon  Brando,  etc.;  also 
LA  pay  TV.  Joined  Norman  Lear  1974 
to  create  All  in  the  Family,  etc.;  Em- 
bassy Pictures.  All  sold  1985  to  Coca- 
Cola  for  cash,  stock.  Bought  Loews 
theaters  for  $160  million,  sold  1986 
for  reported  $300  million.  With 
Charles  Dolan,  Robert  Bass  (see  both)., 
failed  bid  for  Time  Inc.  1989.  Paid 
$13.6  million  for  Kirkeby  estate, 
"home"  of  Beverly  Hillbillies.  With 
Mexican  billionaire  Azcarraga,  Vene- 
zuela's billionaire  Cisneros  brothers, 
buying  Hallmark's  U.S.  Spanish  TV 
network  (see  Donald  Hall).  If  Coke 
stock  still  held,  around  $765  million. 


Doris  Duke 

Inheritance.  Somerville,  N.J.;  New- 
port, R.L;  Honolulu  et  al.  79.  Twice 
divorced,  adopted  daughter.  Only 
child  of  James  (Buck)  Duke,  tobacco 
farmer  who  joined-  with  rivals  to  form 
giant  American  Tobacco  Co.;  also 
Duke  Power.  Died  1925,  left  13- 
year-old  "Duchess"  the  "richest  girl 
in  the  world."  Dogged  by  reporters 
through  unsuccessfiil  romances.  Be- 
came notorious  recluse.  Built  $30 
million  Honolulu  estate  ("Shangri- 


la"),  also  New  Jersey  estate.  Enor- 
mous art  collection.  Plays  jazz  piano, 
works  for  historical  preservation,  ani- 
mal rights.  Posted  $5  million  bail  for 
friend  Imelda  Marcos  1988.  Adopted 
daughter  Chandi  Heffner  reportedly 
disinherited,  over  romance,  from  for 
tune  estimated  $750  million  or  more. 


Fred  A.  Lennon 

Valves,  pipe  fittings.  86.  Chagrin 
Falls,  Ohio.  Married,  2  children. 
Started  with  customer  service  at  IBM, 
then  salesman  for  office  machine 
company,  Weldon  Tool,  both  Cleve- 
land. Met  Cullen  Crawford,  designer 
innovative  high-pressure  pipe  fitting 
(Swagelok);  partners  started  Craw- 
ford Fitting  Co.  1947.  Crawford 
made,  Lennon  sold.  Bought  out 
Crawford  "for  next  to  nothing."  Ex- 
panded mid-1950s  and  beyond. 
Dominates  domestic  market;  even 
stronger  abroad.  Premium  product, 
premium  price:  "An  absolute  cash 
cow."  Also  said  to  own  40%  of  his 
distributors,  but  never  takes  divi- 
dends: "a  control  freak."  Very  secre- 
tive. Crawford  Fitting  today  worth 
over  $750  million,  perhaps  far  over. 


William  Clay  Ford 
Josepbine  Ford 

Brother  and  sister.  Only  surviving 
grandchildren  of  Ford  Motor  Co. 
founder  Henry  Ford  (d.  1947). 
Brother  Henry  Ford  II  (d.  1987)  left 
Yale  to  become  Ford  Motor  director; 
never  graduated.  Took  military  leave, 
joined  Navy  as  ensign  1941;  called 
back  upon  father  Edsel's  death  1943. 
Replaced  grandfather  as  president 
1945.  Turned  company  around. 
Chairman  until  1980;  revenues 
$894.5  million  in  1946;  $43.5  billion 
in  1979.  Son  Edsel  II  president  Ford 
Motor  Credit  last  spring.  Ford  family 
controls  40%  of  voting  power.  Wil- 
liam: 67.  Grosse  Pointe  Shores,  Mich. 
Married  to  Martha  Firestone,  4  chil- 
dren. Owns  Detroit  (football)  Lions, 
worth  about  $110  million;  with  Ford 
B  stock,  net  worth  estimated  $750 
million.  Son  William  Jr.  recently  pro- 
moted to  general  manager  of  Ford's 
climate  control  division.  Josephine 
(Dodie):  69.  Grosse  Pointe  Farms, 
Mich.  Married,  4  children.  Substan- 
tial  art  collection   and   Ford   stock; 
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Health  insurance  covered  your  surgery.  life 
insurance  protects  your  family.  Car  insurance 
guards  the  old  jalopy.  Your  homeowner's  policy 
even  protects  me  cliair  you're  sitting  in.  All  you 
can  lose  is  the  nest  e^  that  lets  you  sit  there. 

Can  you  insure  your  nest  egg?  Absolutely  Next  time  you  buy  municipal  bonds,  make 
sure  they  come  with  MBIA  insurance.  Whatever  may  happen  to  the  city  or  state  that 
issued  your  bonds — your  checks  keep  coming  Both  Moody's  and  Standard  &  Poor's  give 
their  highest  rating,  Triple-A,  to  bonds  that  we  insure. 

Our  protection  is  very  reasonable.  For  the  average  $1,000  bond,  you  give  up  less  than 
five  dollars  in  interest  income  per  year  Speak  with  your  financial  advisor  Find  out  how 
MBIA  can  help  to  make  your  investments  even  safer  than  your  easy  chair 

Municipal  Bond  Investors  Assurance  Corporation,  113  King  Street,  Armonk,  New  York  10504 


This  ISNT  IhE  Rber 

Of  IfeLECOMMUMCMONS. 
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This  Is. 
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As  a  leader  in  telecommunica- 
tions and  the  use  of  fiber  optics, 
Centel  has  succeeded  by  not  only 
discovering  the  power  of  tech- 
nology, but  by  remembering  how 


real  communicatbn  happens: 
people  to  people. 
Which  ultimately  means  that 

CENTfEL 


the  quality  of  your  communica- 
tion depends  on  the  quality  of  fte 
people  behind  it.  And  nobody 
in  telephone  or  cellular  makes  that 
connection  better  than  Centel. 


WHERE  PEOPLE  CONNECT 

TELEPHONE- CELLULAR 

©  1991  Centel  Corporation.  For  more  information,  please  write  to  Centel  Corporation,  Dept.  A,  8725  Higgins  Road,  Chicago,  IL  60631. 
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estimated  $425  million.  Total  Ford 
family  fortune  estimated  about  $1.5 
billion  or  more. 


Betsey  Cusbing  Roosevelt  Whitney 

Inheritance.  Manhasset,  N.Y.  84.  Di- 
vorced, widowed;  2  children  by  first 
husband  (James  Roosevelt,  eldest  son 
of  FDR).  Daughter  of  famed  brain 
surgeon  Harvey  Gushing;  FDR's  fa- 
vorite daughter-in-law.  White  House 
hostess  1930s.  Divorced  1940;  mar- 
ried John  Hay  (Jock)  Whitney  1942, 
heir  to  huge  19th-century  fortune. 
Jock  (d.  1982)  built  on  fortune — 
venture  capital,  newspapers,  at  least 
7%  Dun  &  Bradstreet.  Betsey  inherit- 
ed almost  all,  including  stunning  im- 
pressionist collection  (one  piece, 
Renoir's  "Bal  au  Moulin  de  la  Ga- 
lette,"  sold  for  $78  million).  Whitney 
Gommunications  sold  its  stake  in  Intl. 
Herald  Tribune  several  years  ago. 
Lives  on  500-acre  Long  Island  estate. 
Net  worth  estimated  $750  million. 


Richard  Mellon  Scaife 

Inheritance,  publishing.  Pittsburgh. 
60.  Divorced,  remarried;  2  children. 
Grandson  of  Richard  Beatty  Mellon 
(see  other  Mellons,  Curriers)^  third 
Mellon  to  run  Mellon  Bank.  "Dicky" 
inherited  over  $200  million  from 
Mellon  mother  1965.  Rarely  uses 
middle  name,  felt  his  mom  mistreated 
by  uncle  R.K.  Mellon.  Through  Scaife 
Newspapers,  runs  smallish  papers  re- 
flecting conservative  views.  Sold  Sac- 
ramento Union  1989.  Dislikes  pub- 
licity. Heavy  backer  conservative 
causes.  Overcame  drinking  problem. 
Penny-pincher,  checks  employees' 
minor  expenses.  Estranged  from  sis- 
ter Gordelia  Scaife  (which  see).  Alleg- 
edly lost  "virtually  nothing"  in  1991 
divorce  settlement.  Net  worth  esti- 
mated $750  million. 


Dorrance  Hill  Hamilton 
Hope  Hill  van  Beuren 
Charlotte  Colket  Weber 
Diana  Strarvbrid^e  Norris 

Gampbell  Soup.  Four  of  9  grandchil- 
dren of  John  Dorrance  Sr.,  whose 
canned  soup  became  part  of  the 
"American  way  of  life."  Left  third- 
largest  estate  in  U.S.  1930,  over  50% 
went  to  John  Jr.  (see  John  T.  Dorrance 


Virginia  Governor  Douglas  Wilder  and  Jack  Kent  Cooke 

Cooke's  plan  to  build  a  new  football  stadium  in  Alexandria  for  his  Washington 

Redskins  has  drawn  fire  from  all  sides.  Virginia  critics  felt  the  state  conceded  too  much 

to  attract  him;  District  of  Columbia  critics  lambasted  Cooke  for  taking  the  team 

across  the  Potomac.  Cooke  waxes  philosophical:  "Whatever  way  it  goes, 

that's  what  we'll  do." 


Ill);  one-eighth  to  each  of  4  daugh- 
ters, all  deceased;  their  children, 
grandchildren  inherited.  After  John 
Jr.  (Jack)  died  1989,  family  divided 
on  whether  to  sell  Gampbell.  Diana 
backed  off,  leaving  Dorrance  and 
Hope  as  only  sale  advocates.  Dor- 
rance (Dodo):  Wayne,  Pa;  Newport, 
R.I.  64.  Married;  3  children,  7  grand- 
children. Oldest  of  9  cousins,  only 
one  born  in  John  Sr.'s  lifetime.  Fa- 
vored selling  her  6.7%  for  her  chil- 
dren's sake:  "I  had  to  look  after  my 
family  and  not  the  family  as  a  whole." 
Her  stock,  other  assets  recently  esti- 
mated over  $725  million.  Her  sister 
Hope  (Happy):  NYC,  Newport,  R.I. 
58.  Married,  3  children.  Husband 
John  investor.  Son  Archbold  business 
director  condensed  soup  at  Gamp- 
bell; only  family  member  employed  at 
Gampbell.  Stock,  other  assets  esti- 
mated $650  million.  Their  cousin 
Diana  (see  brother  George  Straw- 
bridge):  Palm  Beach,  Fla.  53.  Di- 
vorced; 2  sons,  I  daughter.  Involved 
in  bitter  second  divorce.  Horse  farm 
"Runnymede"  Goatesville,  Pa.,  ski 
chalet  Vail.  Her  stock,  other  assets 
estimated  $340  million.  Brother  al- 
ways opposed  Gampbell  sale.  Ghar- 
lotte  neutral  on  sale  issue  (see  brother 
Tristram  Colket).  Gharlotte:  Ocala, 
Fla.,  NYC.  49.  Married,  4  children. 


Gampbell  director.  Studied  at  Sor- 
bonne;  donated  $20  million  Ghinese 
art  to  Metropolitan  Museum;  rest  of 
collection  easily  worth  over  $100  mil- 
lion. Her  total  worth  estimated  $650 
million. 


Jobnjeffry  Louis 

Inheritance.  Winnetka,  111.  67.  Mar- 
ried, 3  children.  First  cousin  to  Samu- 
el Johnson  of  Johnson  Wax  (which 
see).  Worked  in  dad's  advertising 
agency,  then  in  international  market- 
ing for  Johnson  Wax.  Ghairman  of 
Gombined  Gommunications  1968; 
stepped  down  1981  after  merger  with 
Gannett.  Other  investments,  business 
activities:  director  S.G.  Johnson  & 
Son,  Baxter  International,  Ralston 
Purina,  Gannett.  Strong  Republican 
supporter,  ambassador  to  Britain  for 
Reagan;  resigned  1983  reportedly 
under  pressure.  Golfer,  philanthro- 
pist. With  family  30%  S.G.  Johnson  & 
Son  interest,  other  holdings  estimat- 
ed $725  million. 


Eivin0  Marion  Kauffman 

Pharmaceuticals.  Mission  Hills,  Kans. 
76.  Married,  3  children.  Missouri 
farm  boy;  pharmaceutical  salesman 
late    1940s,  commissions  soon   ex 
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a  "bonjour."  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on,  you  have 
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cecded  president's  salary.  Developed 
calcium  pill  from  oyster  shells, 
launched  Marion  Laboratories  1950. 
Aggressively  marketed  other  firms' 
discoveries.  Merger  with  Dow  Chem- 
ical 1989,  now  Marion  Merrell  Dow. 
(")\\ns  K.  C  - .  ( baseball )  Royals,  but  sold 
most  Marion  stock  1992  to  diversify 
portfolio.  Foundation  committed 
1988  to  fund  high  school  class'  col- 
lege education  if  students  avoid 
drugs,  alcohol,  pregnancy.  Class 
dropout  rate  cut  in  half.  One  gradu- 
ate: "I  don't  think  I  would  have  been 
as  college -bound  without  the  pro- 
gram." Estimated  at  $725  million. 


Roger  Milliken 
Gerrish  Milliken 
Anne  Francbetti 
Minot  Milliken 
andfamilies 

Siblings  and  cousin  Minot.  Textiles, 
investments.  Heirs  of  Seth  Milliken, 
cofounder  dr\'  goods  jobber  Deering, 
Milliken  &  Co.  1865.  With  William 
Deering  (later  left  to  start  what  be- 
came International  Har\'ester)  Milli- 
ken built  company  debt-free,  liquid. 
Bought  less  liquid  supplier  mills  in 
Depression  bankruptcies.  Grandson 
Roger:  Spartanburg,  S.C.  Yale.  76. 
Married,  5  children.  Currently  heads 
Milliken  &  Co.,  largest  privately  held 
U.S.  textile  firm;  sales  estimated  over 
$2.5  billion.  Stresses  R&D;  cutting- 
edge  technology  in  plants  maintains 
good  margins.  "A  man  must  fit  into 
the  age  in  which  he  lives."  Benevolent 
dictator,  keeps  company  details  close 
to  vest.  Leading  "America  First"  anti- 
import  activist.  Gerrish:  Greenwich, 
Conn.  75.  Married;  4  sons,  2  daugh- 
ters. Started  in  family  cotton  mill  in 
LTnion,  S.C^  after  Army.  Retired 
1986,  maintains  ny(;  oflfice.  Director 
Milliken  &  Co.  and  Mercantile  Stores 
Co.,  both  controlled  by  family.  Mi- 
not: XYC.  76.  Married:  4  sons,  1 
daughter,  vp,  director  Milliken  & 
Co.;  on  board  Mercantile  Stores. 
Anne:  70s.  Ver\'  private.  Seal  Cove, 
Me.  Has  carried  guns  against  possible 
terrorist  attack.  Heirs  of  other  Milli- 
ken sibling,  the  late  Jane  Stroud,  sold 
some  500  shares  of  Milliken  &  Co.  to 
competitor  Delta  Woodside  Indus- 
tries 1989:  sought  to  force  financial 
info  out  of  Roger.  Small  amount  of 
company  stock  to  heirs  of  late  Francis 


Conde  Nast  chief  S.I.  Newhouse  and 
Tina  Brown,  new  New  Yorker  editor 
S.I.  Newhouse  and  brother  Donald 
bought  the  New  Yorker  in  1985  for  $175 
million,  but  its  slide  has  since 
continued  anyway — it  was  recently 
valued  at  only  $35  million. 


Kingsley,  one  of  Roger's  pals.  Esti- 
mated fortunes  with  families:  Roger, 
$725  million;  Gerrish,  $410  million; 
Anne,  $410  million;  Minot,  $410 
million;  Strouds,  S410  million. 


James  Martin  Moran 

Toyotas.  Hillsboro  Beach,  Fla.  74. 
Widowed,  remarried;  3  children,  2  in 
business.  Pumped  gas  full  time  for  25 
cents/hour,  age  14.  Saved,  bought 
own  gas  station,  used-car  dealership, 
then  Hudson  franchise.  Switched  to 
Ford.  Became  own  early-TV'  spokes- 
man— "the  Courtesy  Man,"  local 
Chicago  idol  outdrawing  Ed  Sullivan. 
Cancer  diagnosis  1966,  went  to  Flori- 
da. Remission.  Acquired  Toyota  dis- 
tributorship 1968.  Built  to  world's 
largest  independent:  some  150,000 
cars/year,  despite  tax-evasion  convic- 
tion 1984.  Recent  trouble:  dozen- 
plus  lawsuits  by  former  employees, 
dealers,  claiming  strong-arm  tactics, 
racketeering.  Legal  fees  said  to  be  $1 
million  a  month.  Net  worth  believed 
at  least  $700  million;  some  think  over 
$1  billion. 


Ralph  Lauren 

Apparel.  NYC.  53.  Married,  3  children. 
Born  in  Bronx,  son  of  Russian  immi- 
grant. High  school  ambition:  "mil- 


lionaire." Some  college;  clerked  at 
Alexander's,  Brooks  Brothers.  As 
fashion  designer,  sparked  wide-neck- 
tie fad  late  1960s.  With  $50,000  start- 
ed Polo  Inc.  1967:  "I  couldn't  call  it 
basketball."  Near  bankruptcy  1972. 
Rescued  by  preppy  boom:  "I  was 
always  very  preppy."  Caught  on:  big 
profits  licensing  Polo  name.  Opened 
more  than  145  Polo/Ralph  Lauren 
stores;  retailers  selling  his  brands  not 
happy.  But  room  for  all:  today  $3.4 
billion  in  Polo  sales,  mosdy  licensed 
goods.  With  90%  Polo,  etc.,  believed 
worth  $700  million.  Personal  dress 
stvle:  "Somehow  I  have  gotten  more 
seedy  as  time's  gone  on." 


John  Murdoch  Harbert  HI 

Construction,  investments.  Birming- 
ham, Ala.  71.  Married,  3  children. 
Won  $6,000  in  crap  game  on  boat 
home  from  WWII;  bought  concrete 
mixer.  Out  of  cash  3  times  in  con- 
struction: "Our  statements  were  not 
worth  the  paper  they  were  t\ped  on." 
Got  local  bridge  contract;  became 
solvent.  Entered  Third  World  high- 
risk  ventures:  pipeline  in  South  Amer- 
ica, water  supply  in  Abu  Dhabi,  etc. 
Snapped  up  Ky.,  Tenn.  coal  reserves 
late  1960s,  early  1970s.  Pioneered 
mountaintop-removal  method  of 
strip  mining.  Sold  to  Amoco  for  stock 
during  energy  crisis.  Today  construc- 
tion management,  land  development, 
gas  pipeline.  His  10  million  Amoco 
shares,  other  assets,  recendy  estimat- 
ed $700  million. 


William  Michael  Cafaro 
andfamily 

Shopping  malls.  Hubbard,  Ohio.  79. 
Married,  3  children.  Immigrants'  son, 
built  first  strip  center  late  1940s  with 
brother  John  (d.  1987).  Part  of  devel- 
opment movement  that  validated 
suburban  sprawl  by  constantly  build- 
ing shopping  centers,  later  enclosed 
malls  across  U.S.  Strong  association 
with  anchors  like  Montgomery  Ward, 
Sears.  Today  ranked  among  the  10 
largest  developers  in  nation,  concen- 
trates on  middle  market;  rarely  sells 
property,  uses  little  debt.  FUdest  son 
Anthony,  president;  other  son  J.J. 
(known  for  failing  car  company)  also 
active  in  family  business;  daughter 
Flora,  VP.  "I  never  backed  away  from 
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a  project.  That's  been  the  forte  of  this 
company."  Bill,  family  trusts  worth 
some  $700  million. 


Frederick  W.  (Ted)  Field 
Marsbidl  Field  V 

Half  brothers.  Inheritance,  media. 
Original  Marshall  Field  started  as 
Chicago  store  clerk  1856;  saved  mon- 
ey, eventually  built  Marshall  Field  & 
Co.  into  world's  largest  department 
store  ("Give  the  lady  what  she 
wants").  Grandson  Marshall  III  sold 
some  of  store's  stock  1941;  started 
Chicago  Sun,  added  Times  1947. 
Field  Enterprises  inherited  by  Mar- 
shall IV;  died  1965,  age  49.  Harvard- 
fresh  Marshall  V  took  control  news- 
papers, later  TV,  cable.  Conflict  with 
incompatible  half  brother  Ted  ended 
in  liquidation.  Marshall:  Lake  Forest, 
111.  51.  Divorced,  remarried;  4  chil- 
dren. Bought  Ted's  share  of  real  es- 
tate firm  Cabot,  Cabot  &  Forbes,  also 
owned  Muzak,  Funk  &  Wagnalls  and 
other  media.  Tired  of  business:  began 
selloff'1989.  Cabot  hurt  by  real  estate 
crash;  much  sold  off;  now  negligible 
worth.  Marshall  totally  liquid;  passive 
investor.  Ted:  Beverly  Hills.  40.  Di- 


vorced twice,  remarried;  5  daughters. 
Raised  Chicago  and  Alaska  by  mother 
(once  editor  Christian  Science  Moni- 
tor). Briefly  race  car  driver  and  owner. 
Now  makes  movies  via  Interscope 
(Bill  and  Ted's  Excellent  Adventure, 
e.g.):  capital  from  Disney,  Nomura. 
PolyGram  bought  51%  for  $35  mil- 
lion. Also  2-year-old  Interscope  rec- 
ord label  (Gerardo,  Marky  Mark). 
Ardent  Democrat.  Marshall  down  to 
around  $300  million;  Ted  estimated 
$700  million. 


George  Lindemann 

Cable  TV,  cellular  phones.  Green- 
wich, Conn.  56.  Married,  3  children. 
Grew  up  NYC.  Wharton.  First,  family 
cosmetics  business.  Later  ran  pharma- 
ceutical house  for  eye,  ear,  nose  and 
throat  products;  developed  first  per- 
manent-wear soft:  contact  lens.  Sold 
out  to  Cooper  Labs  1971  for  $60 
million.  Went  into  cable  TV.  "I  was 
looking  for  something  new  to  do." 
Sold  to  Newhouses  (which  see)  1982; 
$220  million:  "no  challenge  left  in 
it."  Founded  Metro  Mobile,  cellular 
operator;  sold  for  Bell  Adantic  stock 
1991.  Now  chairman  natural  gas  dis- 


tributor Southern  Union  Co.  "I've 
never  been  in  a  business  where  any- 
body understood  what  I  was  doing, 
and  by  the  time  they  understood  it  I 
think  I  had  left."  Recently  worth 
$685  million. 


Gordon  Earle  Moore 

Intel.  Santa  Clara  County,  Calif  63. 
Married,  2  children.  U.C.  Berkeley; 
Caltech  Ph.D.  Joined  William  Shock- 
ley,  coinventor  of  transistor,  1956. 
One  of  8  founders  Fairchild  Semicon- 
ductor, produced  first  commercial  in- 
tegrated circuit  1959.  Founded  Intel 
1968  widi  Robert  Noyce,  $1.3  mil- 
lion venture  capital;  invented  micro- 
processor 1971.  "We  were  looking 
for  other  examples  of  complex  prod- 
ucts we  could  make  in  large  volume." 
IBM  supplier;  world's  leading  manu- 
facturer microprocessors  and  inte- 
grated circuits.  In  1965  predicted 
power  of  chips  would  double  every 
year;  takes  18  months;  now  known  as 
Moore's  Law.  Main  luxury:  his  fishing 
boat;  fishes  all  over  world.  Takes  3- 
month  sabbaticals  every  7  years.  His 
Intel  stock  recentiy  $680  million. 
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ADVERTISEMENT 


MEXIVAL-BANPAIS: 

Solidly  Positioned 
For  Success  and  New  Growth 


In  March  1991,  Mexico's 
Secretariat  of  Finance  gave  the 
Mexivai  Financial  Group  the 
green  light  to  own  and  operate  a 
bank.  At  the  time  Mexivai 
already  had  four  operations 
under  its  umbrella:  a  brokerage 
house,  an  insurance  company,  a 
financial  leasing  company  and  a 
factoring  concern. 

The  financial  group  was 
headed  by  a  young,  ambitious 
Mexican  banker  who  surround- 
ed himself  with  talent  to  attract 
and  service  customers.  Operating  as  a  financial 
group,  however,  was  only  a  means  to  an  end.  The 
goal  of  Chairman  of  the  Board  Angel  Rodriguez 
Saez,  32,  was  to  buy  one  of  the  government-owned 
and  operated  banks  that  had  been  placed  on  the 
block  as  part  of  the  government's  recent  reprivati- 
2Kition  process. 

Rodriguez  and  his  group  had  already  raised 
money  from  600  investors  to  bid  for  one  of  the 
smaller  institutions.  Their  first  attempt  was  for 
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The  group's  modern  headquarters 

building  in  iVIexico  City's 

tree-lined  business,  banking 

and  hotel  district. 
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exival-Banpais  ranks  tenth 
among  Mexico's  top  financial  groups. 
Chairman  Rodriguez  says  that  being  a 
smaller  institution  is  advantageous  for 
Mexival-Banpais  because  it  can  provide 
direct,  quality  service  for  customers  in  the 
cities  where  it  operates. 

"It  gives  us  a  competitive  edge," 
Rodriguez  says,  adding  that  at  present  the 
group  covers  2.5%  of  the  Mexican  market  and 
is  growing.  "Being  small  gives  us  a  kind  of 


flexibility  larger  institutions  don't  have,  as  we 
can  change  strategies  according  to  needs  cre- 
ated by  the  market,  which  is  something  the 
big  guys  can't  do." 

Mexival-Banpais  operates  a  wide  range 
of  financial  services  including  the  Mexival- 
Banpais  brokerage  house,  Banpais  Insurance, 
Banpais  Financial  Leasing,  Banpais 
Factoring,  and  of  course,  the  group's  most 
recent  acquisition,  Banpais  Bank.  Of  the  18 
banks  reprivatized  by  the  Mexican  govem- 


Multibanco  Mercantil  de  Mexico 
Their  bid  was  close  but  unsuc- 
cessful, so  they  tried  again  in 
March  with  a  bid  for  Banpais 
Bank.  This  time  they  were  sue 
cessful,  and  added  to  their  group 
just  the  ingredient  needed  to 
become  a  full-fledged  operation 
With  the  purchase  of  the  bank, 
they  became  the  Mexivai 
Banpais  Financial  Group. 

Banpais  brought  added  value 
to  the  group:  The  bank,  a  100- 
year-old  institution  with  a  small, 
solid  clientele,  had  prestige  and  tradition  even 
when  it  was  operated  by  the  government.  It  had 
assets  of  slightly  over  $  1  billion,  and  Mexivai  paid 
close  to  $180  million  for  it.  It  is  turning  out  to  be 
a  good  investment.  Under  new  management, 
Banpais  has  already  grown  from  101  to  107  branch- 
es throughout  Mexico,  and  more  branches  are 
planned  as  the  need  arises 

The  Mexival-Banpais  Financial  Group  is  now 
solidly  positioned  to  join  in  Mexico's  boom 

- 


ment  over  the  past  two  years,  only  three  are 
wholly  owned  by  private  investors.  Banpais  is 
one  of  them. 

As  a  financial  group,  Mexival-Banpais  is 
the  youngest  in  Mexico.  "Last  year  we  only 
had  two  projects,"  the  chaimian  says, 
"putting  the  financial  group  together  and 
getting  ready  to  buy  a  bank."  He  now  sees  the 
grouj)  as  an  institution  that  offers  customers 
a  full-.service  program.  The  company  is  well- 
equipped  to  attract  foreign  investoi-s  luid  oixr 
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Ue  in  the  financial  climate  that  will 
tsult  from  the  ratification  of  the  North 
\merica  Free  Trade  Agreement  (NAFTA) . 

In  addition  to  its  core  of  Mexican 
ustomers,  Mexival-Banpais  already  ser- 
vices a  number  of  foreign  investor 
accounts.  It  handles  indirect  investment 
placements  through  its  stock  brokerage 
house  and  direct  investments  through  its 
)ank  and  leasing  company.  At  present,  its 
two  biggest  foreign  customers  are  the 
giant  video  rental  company  Blockbuster 
and  a  paper  manufacturer 

In  its  Tijuana  branches,  Mexival- 
Banpais  handles  the  accounts  of  several 
"in-bond"  manufacturing  companies 
:  operating  along  the  border  under  the 
Maquila  Program,  Mexico's  special 
i  assembly-for-export  program.  As  a  finan- 
:  cial  group,  Mexival-Banpais  offers  com- 
panies a  range  of  integral  services:  The 
bank  provides  binational  dollar-peso 
banking;  the  insurance  company  pro- 
('vides  the  bonds  needed  for  raw  imports  to 
;  be  brou^t  into  Mexico  and  exported  to 
■  the  U.S.  or  third  countries;  the  leasing 
company  provides  services  for  new 
'  operations. 

"Leasing  allows  a  company  to  start 
up  operations  with  lower  investment 
costs.  By  leasing,  a  company  can  enjoy 
more  advantages  and  capital  to  project 
larger  production  capacity.  This  is  true 
not  just  for  in-bond  companies  but  for 
any  industrial  operation,"  Rodriguez 
explains.  "It's  a  good  option." 

And  when  Mexico  opens  its  over- 
the-counter  stock  market  next  year, 
.  MexivaJ-Banp^s  will  supply  brokerage 
services  for  Maquiladoras  wanting  to 
source  funds  in  Mexico. 

"Mexico's  northem  border  is  of  spe- 
cial interest  to  us,"  states  Rodriquez.  "We 
want  to  become  an  important  catalyst  for 
foreign  investment  flowing  into  Mexico 
through  our  border  banks." 

Banpais  is  taking  advantage  of  the 
tourist  industry  investment  boom  and 
already  handles  several  important 


accounts  that  provide  services  in  hotel 
room  and  infrastructure  construction. 
Mexival-Banpais  is  95%  Mexican- 
owned,  with  a  5%  investment  from 
Vestcor  Partner,  a  Miami-based  company 
that  specializes. in  Latin  American  invest- 
ment placements. 


Dynamic  32-year-old  Mexican  banlcer 

Angel  Rodriquez  Saez, 

Chairman  of  tlie  Board  of  the 

Mexival-Banpais  Financial  Group. 


Rodriguez  is  a  financial  wizard  who 
sees  the  positioning  of  the  Mexival- 
"*j3anpais  Financial  Group  as  strategic  at 
this  moment.  The  company  has  recuper- 
ated from  the  huge  investment  last 
March  to  buy  Banpais  (555  billion  pesos 
or  $179-3  million  dollars).  As  a  whole, 
die  group  will  be  profitable  for  the  north- 
em  Mexico  investors  who  backed  the 
.purchase. 

Rodriguez  feels  negotiators  did  a 
good  job  in  putting  a  phase-out  period  in 
the  recently  negotiated  but  not  yet  rati- 
fied NAFTA,  so  that  Canadian  and  U.S. 
banking  institutions  C4n  get  a  share  of 
Mexican  banks  if  they  so  desire.  North 
American  banks  will  be  able  to  partici- 
pate with  as  much  as  15%  over  a  15-year 
period.  The  treaty  will  allow  foreign 
banks  to  buy  an  average  of  1 .2%  a  year 

At  present,  Rodriguez  believes  that 
Mexival-Banpais  is  well  positioned  to 


compete  against  the  60  international 
banks  operating  in  Mexico.  Banpais  has 
and  maintains  the  right  to  retail  opera- 
tions, which  most  international  banks  do 
not  have. 

"The  way  foreign  investment  in 
banks  is  going  to  come  is  through  join- 
ing investment,"  predicts  the  chairman. 
"I  don't  see  anybody  positioning  himself 
to  go  it  alone."  Though  he  admits  that 
some  U.S.  and  Canadian  bankers  will 
open  branches  in  Mexico,  he  says  that  for 
now,  "nobody  is  looking  forward  to  oper- 
ating on  a  national  level." 

Rodriguez  calls  the  1 5-year  phase- 
out  period  for  foreign  participation  "an 
adequate  formula"  as  he  feels  the  period 
will  give  both  foreign  and  Mexican 
banks  time  for  further  positioning,  "and 
time  to  develop  our  enterprises  to  face  up 
to  tlie  competition."  He  doubts  that  for- 
eign participation  in  banks  will  go  high- 
er than  20%.  "Even  that  is  too  much," 
he  says. 

As  a  financial  group,  Rodriguez 
says  the  only  direction  Mexival-Banpais 
is  headed  is  up,  and  as  fast  as  possible. 
The  group  already  has  plans  for  a  New 
York  Office  and  is  negotiating  the  issue  of 
American  Depositary  Receipts  on  the  New 
York  Stock  Exchange. 

"We  are  trying  to  expand  not  just  as 
a  bank  or  a  brokerage,  but  as  a  whole 
group  offering  high  yields  to  our  in- 
vestors," Rodriguez  says. 

The  two  years  of  planning  before 
the  purchase  of  Banpais  Bank  brought 
about  a  myriad  of  ideas  for  all  the  sectors 
of  the  financial  group  Says  Rodriquez: 
"Now  we've  got  107  branches  to  carry 
out  all  the  projects  we  had  in  mind." 
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Shelby  CuUom  Davis 

Investment  banking.  Tarrytown, 
N.Y.  83.  Married,  2  children.  Prince- 
ton 1930;  Columbia  1931;  Ph.D. 
political  science,  U.  of  Geneva  1934. 
CBS'  Swiss  correspondent  before 
WWII;  New  York  deputy  superinten- 
dent of  insurance  1945:  "I  got  to 
know  who  were  the  bluffers  and  who 
were  really  professionals."  With 
$100,000,  founded  Shelby  Cullom 
Davis  &  Co.  1947,  early  specialist 
insurance  stocks;  still  chairman  of 
company:  "I'm  an  equity  man.  Stocks 
ride  through  inflation  a  lot  better  than 
bonds."  Devout  Republican,  ambas- 
sador to  Switzerland  1969-75.  Chair- 
man emeritus  Heritage  Foundation 
(too  much  traveling  to  remain  chair- 
man). Firm,  etc.,  worth  some  $680 
million. 

* 

Bernard  Marcus 

Arthur  Blank 

Partners,  Home  Depot.  Marcus:  At- 
lanta. 63.  Married,  3  children.  New- 
ark, N.J.  native,  Rutgers  pharmacy 
degree.  Tried  retailing  instead:  even- 
tually president  and  chairman  Handy 
Dan  Home  Improvement  Centers, 
1972.  Blank:  Adanta.  50.  Married,  3 


Max  Martin  Fisher  and  daughter  Mary, 
speaking  at  the  Republican  National 
Convention  in  Houston 
Fisher  has  been  a  confidant  to 
several  Presidents.  This  year  IMary 
learned  she  and  her  children  were 
infected  with  the  AIDS  virus  (her 
husband  had  a  drug  problem).  Wearing 
a  red  ribbon  and  with  support  from 
the  Bushes,  she  came  to  the  podium: 
"We  have  killed  each  other  with 
our  ignorance,  our  prejudice  and 
our  silence." 

children.  Grew  up  in  nyc's  Queens, 
Babson  College  business  degree;  rose 
to  vp  finance  at  Handy  Dan.  They 
began  experimenting  with  discount- 
ing. Fired  by  turnaround  artist  San- 
ford  Sigoloff  1978.  With  another 
fired  Handy  Dan  executive,  devel- 
oped idea  of  Home  Depot:  focus  on 
do-it-yourselfers,  offer  hangar-size 
stores,  customer  service,  huge  selec- 
tion, cut-rate  prices,  low  overhead. 
Success.  Huge  growth:  1  store  in 
1979,  4  in  1980;  more  than  194 
today.  Still  only  in  Sunbelt  and 
Northeast — more  room  to  grow. 
"Our  competition  is  going  to  have  to 
do  a  lot  to  keep  up  with  us.  We  are  far 
from  being  100%  of  what  we  want. 
And  we're  going  to  get  nastier, 
tougher."  Marcus,  chairman,  CKO, 
largest  shareholder,  holds  stock  re- 
cendy  worth  $675  million.  Blank, 
president,  COO,  holds  shares  worth 
$500  million. 


Carl  CeUan  Icahn 

Finance.  Bedford,  N.Y.  56.  Married, 
2  children.  Grew  up  middle  class  in 
NYc's  Queens;  mother  taught  school, 
lawyer  father  (frustrated  opera  singer) 
read  Schopenhauer  to  Carl.  Princeton 
scholarship,  studied  philosophy,  med 
school  dropout.  After  Army,  finally 


found  Wall  St.;  had  to  sell  convertible 
after  1962  market  crash.  Borrowed 
$400,000  for  NYSE  seat  1968;  bought 
into  firms  that  had  to  improve,  buy 
Carl  out  or  spin  oflf.  "I'm  not  Robin 
Hood."  Bought  ACF  1984,  twa 
1988,  took  runs  at  usx,  Texaco.  Ma- 
jor Texaco  profit  1989.  Sold  usx 
1991  for  $1.02  billion.  But  twa  in 
bankruptcy  early  1992,  Carl  may  be 
liable  for  underfijnded  pension  fund. 
Big  junk  bond  holdings.  Still  estimat- 
ed $650  million,  pre-pension  fund. 


Bob  John  Madness 

Cable  TV.  Englewood,  Colo.  68. 
Widowed,  remarried;  2  sons.  Born 
Clinton,  Okla.  Southwestern  State 
College  1949.  Worked  as  rancher, 
cottonseed  seller.  Served  with  Pat- 
ton's  Third  Army  WWII.  Started  his 
first  cable  system  in  west  Texas  1955. 
Installed  small  systems;  sold  when 
depreciated;  bought  franchises  in 
larger  towns.  Became  Tele-Commu- 
nications; recognized  own  manageri- 
al limitations;  found  John  C.  Malone 
for  CEO;  now  largest  U.S.  cable  TV 
company  by  far.  Complex,  controver- 
sial dealings  assured  continued  con- 
trol; denies  allegations  of  wrongdo- 
ing. TCI  led  rescue  of  Ted  Turner 
(which  see)  1987.  Raises  catde  and 
horses;  collects  western  art.  His  shares 
recendv  worth  $640  million. 


Phillip  Frost 

Medicine.  Miami  Beach.  55.  Married. 
U.  of  Pennsylvania,  Albert  Einstein 
College  of  Medicine.  Dermatologist, 
invented  disposable  instrument  for 
taking  biopsies  1969.  Took  over 
struggling  Key  Pharmaceuticals 
1971,  developed  new  delivery  sys- 
tems for  old  drugs  to  hospitals.  Sold 
to  Schering-Plough  1986  for  stock. 
Founded  IVAX,  now  highflier,  to  de- 
velop, market  drugs.  First  acquired 
small  companies,  rights  to  salable 
drugs  to  generate  immediate  reve- 
nues, fund  further  growth;  "We're 
opportunistic."  Many  small  invest- 
ments, loves  to  deal:  "He  doesn't  do 
it  for  the  money.  It's  ego.  It's  the 
chase  and  success.  Simply  put,  it  turns 
him  on."  Active  civic,  philanthropic 
organizations.  Worth  estimated  $630 
million. 
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FORTUNE*  magazine  rates 
The  Guardian,  for  the  second 
time,  ahead  of  every  other 
major  insurance  company  in 
an  important  category. 

First,  it  was  Financial  World  magazine  that  gave 
The  Guardian  top  honors  as  the  #1  insurer  of 
the  42  U.S.-based  life  and  health  insurance 
companies  with  assets  of  $5  billion  or  more. 
Now  FORTUNE  magazine,  in  a  recent  article, 
has  recognized  The  Guardian  again  as  the  #1 
insurance  company  of  the  50  largest  in  America 
based  on  net  income  as  a  percent  of  assets.  And 
that's  a  major  factor  in  determining  an  insurer's 
financial  strength. 

Yesterday 

The  Guardian  has  built  its  reputation  of  strength 
and  stability  one  day  at  a  time  since  1860.  That's 
over  a  century  of  delivering  quality  products 
and  service  to  individuals,  groups  and  corporate 
policyholders.  And  over  a  century  of  making 
sure  our  fiscal  house  is  in  order. 

Today 

Yesterday's  attention  to  quality  is  continuing  to 
pay  off  for  The  Guardian  today. 

The  Interest  Adjusted  Cost  Index,  an  industry 
standard  for  use  in  comparing  product  perform- 
ance, shows  just  how  strong  The  Guardian 
really  is.  Last  year,  The  Guardian  ranked  first 
industry-wide  on  the  basis  of  20-year  Interest 
Adjusted  Costs  at  ages  25,  35,  and  45.  And 
our  1992  dividend  payment  is  the  132nd 
consecutive  in  The  Guardian's  history.  This 
financial  strength  translates  to  real  benefits 
for  Guardian  policyholders. 

Today,  The  Guardian  is  one  of  only  a  handful 
of  insurance  companies  that  have  earned  the 
highest  ratings  possible  from  each  of  the  three 
major  independent  financijil  rating  services. 
AAA  from  Standard  &  Poor's.  Aaa  from 
Moody's.  A++  from  A.M.  Best. 

Tomorrow 

We'll  be  here  for  you  tomorrow  just  as  we  were 
here  for  you  yesterday.  Because  at  The  Guardian, 
our  policyholders  are  #1. 

Find  out  more  about  the  financial  strength  of 
The  Guardian.  And  more  about  our  superior 
products  and  services  for  Life  Insurance, 
Group  Insurance,  Reinsuj  ance.  Disability 
Income  Protection,  Equity  Products,  or 
Asset  Management*. 

Call  1-800-662-1006. 


^  The  Guardian' 

The  Intelligent  Choice" 

Since  1860 


'Equity  products  are  offered  through  Guardian  Investor 
Services  Corporation'^  a  wholly-owned  subsidiary  of 
Guardian  Insurance  and  Annuity  Company 

©1992  The  Guardian  Life  Insurance  Company  of  America 
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Helen  Kinney  Copley 

Publishing.  La  Jolla,  Calif.  69.  Di- 
vorced, widowed;  1  son.  Served  in  the 
Waves  WWII;  trained  at  Hunter  Col- 
lege. Answered  postwar  ad,  became 
secretary  to  James  S.  Copley  (adopted 
son  of  newspaper  magnate  Col.  Ira 
Copley)  1953.  From  secretary  to  con- 
fidante: 'I'll  never  know  what  he  saw 
in  me;  I  was  so  pathetically  shy." 
Married  1965;  gracious  hostess  until 
James'  death  1973.  Quickly  installed 
herself  as  publisher,  sold  unprofitable 
papers,  slashed  payroll.  Expanded  to 
10  dailies  (flagship  San  Diego 
Union/Tribune),  43  weeklies,  stakes 
in  3  cable  franchise  systems.  Son  Da- 
vid, 40,  probable  successor.  James'  2 
children  from  first  marriage  are  trust 
beneficiaries.  Copley  Press  worth  at 
least  $620  million. 


Jane  Bancroft  Cook 
andfamily 

Inheritance.  Cohasset,  Mass.;  Saraso- 
ta, Fla.  80.  Thrice  widowed,  once 
divorced;  3  daughters.  Grandchild  of 
Clarence  Barron  (d.  1928),  Boston 
tycoon  who  bought  Wall  Street  Jour- 
nal and  Dow  Jones  news  ticker  1902 
fi"om  Charles  Dow;  started  Barron's 
1921  on  suggestion  by  Hugh  Ban- 
croft, husband  of  adopted  daughter 
Jane.  Their  child  Jane  Barron's  only 
living  grandchild:  once  avid  sailor, 
acted  opposite  Humphrey  Bogart  in 
summer  stock.  Major  donor  educa- 
tion, hospitals.  "Zealous  guardian  of 
the  journalistic  independence  of  the 
Journal."  Dow  Jones  director  1950- 
85.  Described  by  acquaintances  as 
shy,  reserved.  Her  branch's  portion  of 
Dow  Jones  stock  recently  $610  mil- 
lion (see  also  Bancroft  family) . 


Fayez  Sbalahy  Sarofim 

Money  management.  Houston.  63. 
Divorced,  remarried;  5  children. 
Egyptian-born  son  of  wealthy  land- 
owner. Harvard  Business  grad,  natu- 
ralized 1961.  Joined  Anderson  Clay- 
ton 1951  managing  pension  flinds. 
Fascinated  with  stock  market, 
launched  own  company  1958  with 
$100,000  from  father.  "The  Sphinx" 
had  early  coup:  landed  Rice  U.  en- 
dowment. Early  investor  Teledyne, 


Intel.  Now  manages  about  $27.5  bil- 
lion. Recently  also  managing  Dreyfus 
Appreciation  Fund.  Hasn't  changed 
investment  strategy:  very  conserva- 
tive, always  long  term.  Bullish:  thinks 
DJIA  can  hit  10,000  by  1995;  favors 
consumer  products  franchises:  P&G, 
Coca-Cola,  Philip  Morris.  Believed 
worth  over  $600  million. 


Dennis  Washin^on 

Mining,  railroads,  etc.  Missoula, 
Mont.;  Sun  Valley,  Idaho.  58.  Mar- 
ried, 2  sons.  Heavy  crane  operator  in 
Alaska,  Montana  (loved  big  ma- 
chines). Got  $30,000  loan  (and  mar- 
ried) age  30.  Built  Montana's  largest 
contractor.  Noticed  assets  of  unag- 
gressive big  companies.  Bought 
closed  Anaconda  copper  mine  for  $20 
million  1985;  then  copper  prices 
surged.  Used  nonunion  labor,  profit- 
sharing:  low- cost  producer.  Sold  half 
1989  for  $125  million.  Bought  rail 
line  from  Burlington  Northern  1987, 
now  Montana  Rail  Link;  pretax  prof- 
its estimated  over  $33  million. 
Ranches,  horses,  yachts,  airplane. 
Took  contracting  group  public  this 
year,  after  $50  million  dividend.  Net 
worth  believed  over  $600  million. 


Erskine  Bronson  Ingram 

Distribution,  river  barges.  Nashville. 
60.  Married,  4  children.  After  father's 
death  1963,  took  over  oil  refining, 
marketing  and  barge  company  with 
brother  Fritz;  also  Weyerhaeuser  in- 
heritance. Entered  book  distribution 
at  urging  of  family  friend  1964;  found 
new  business  metier.  Firm  split  1978 
after  Chairman  Fritz  convicted  for 
bribery  (sentence  commuted  by  Pres- 
ident Carter  1981);  Bronson  acquit- 
ted. Steadily  added  barge,  coal,  oil, 
wellhead  and  valve  equipment,  insur- 
ance; Ingram  Industries  now  over 
$3.4  billion  revenues  (80%  from  dis- 
tribution books,  videos,  microcom- 
puter products).  "We  always  had 
more  things  to  do  .with  our  money 
than  we  have  money  to  do  them 
with."  F^stimated  over  $600  million. 


Leon  Hess 

Amerada  Hess  Corp.  nyc  and  Deal, 
N.J.  78.  Married,  3  children.  Father 
came  to  U.S.  from  Lithuania  1904; 


started  small  fiael  delivery  firm.  Went 
broke  1933;  Leon  reorganized  busi- 
ness at  age  19.  Made  sales  calls  by  day 
and  deliveries  at  night.  Fatefial  sale  of 
residual  oil  to  N.J.  hotel  launched 
new  business:  supplying  residual  oil 
for  industry.  Rebuilt  trucks  with  heat- 
ers to  deliver  fiiel  oil  in  liquid  form; 
bought  resid  for  pennies,  sold  for  near 
fijU  price  per  Btu  of  coal.  Went  public 
1962  through  merger.  Hess  Oil  ac- 
quired Amerada  1969;  currently  ex- 
panding U.S.  natural  gas  production, 
refining  capacity  in  Virgin  Islands. 
Hess  also  sole  owner  N.Y.  (football) 
Jets;  you  can't  win  them  all.  Stock 
recentlv  worth  $600  million. 


Cordelia  ScaifeMay 

Inheritance.  Ligonier,  Pa.  64.  Di- 
vorced, widowed;  no  children.  Great- 
granddaughter  of  Judge  Thomas 
Mellon  (see  various  Mellons,  Curriers, 
Scaife).  Brief  marriage  1950.  Wed 
1973  to  longtime  friend  Robert  Dug- 
gan,  Pittsburgh  D.A.;  he  died  of  gun- 
shot wound  during  coraiption  inves- 
tigation 1974.  Brother  Richard  Mel- 
lon Scaife  (which  see)  has  not  spoken 
to  her  since.  Endowed  Laurel  Foun- 
dation to  support  population  control, 
liberal  causes.  Maintained  family  tra- 
dition (Mellon  fortune  built  on  19th- 
century  venture  capital)  in  small  way, 
fijnding  emerging  companies 
through  Roldiva  Inc.,  named  after 
favorite  steeplechaser.  Lives  modest- 
ly, privately.  Net  worth  (mostly  in 
trusts)  estimated  about  $600  million. 


Donald  George  Fisher 
Doris  F.  Fisher 
andfamily 

The  Gap,  Inc.  San  Francisco.  Hus- 
band and  wife,  3  sons.  Doris,  61. 
Don:  64  (U.  of  California  1950)  start- 
ed out  as  a  real  estate  developer  in 
California.  Unable  to  exchange  pair 
of  Ixvis  that  didn't  fit;  saw  idea. 
Opened  first  Gap  store  San  Francisco 
1969;  name  alludes  to  1960s  "gener- 
ation gap."  New  concept  in  retailing: 
jeans-only  store;  stock  displayed  by 
size.  Went  public  1976.  In  1983 
Fisher  brought  in  Millard  S.  Drcxler 
from  Ann  Taylor  to  restructure;  ac 
quired  safari-style  clothing  store.  Ba- 
nana Republic,  same  year.  Started 
GapKids  1986  same  way  original  Ciap 
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began:  Drexler  couldn't  find  com- 
fortable clothing  for  his  kids.  Now 
251  GapKids  stores.  Since  1987,  Gap 
also  international.  Added  BabyGap 
departments  1989.  Plans  for  Gap 
Shoes  stores  this  fall.  Most  radical  step 
of  all:  phased  out  Levi's  jeans  Decem- 
ber 1991.  Today  Gap  sells  only 
clothes  under  own  label.  Sons:  Rob- 
ert: 38.  Married,  2  children.  Gap  ex- 
ecutive vp.  William:  35.  Married,  2 
children.  Executive  VP,  international 
division.  John:  32.  Married,  2  chil- 
dren. All  Stanford  M.B.A.s.  Don  and 
Doris'  shares  recently  worth  estimat- 
ed S600  million  each. 


Paul  fireman 

Reebok  International  Ltd.  Newton, 
Mass.  48.  Married,  3  children.  Spot- 
ted British  running  shoes  at  trade 
show  1979;  got  Reebok  U.S.  rights. 
Sales  $1.5  million  1981.  In  1982 
introduced  first  aerobics  shoe,  first 
athletic  shoe  for  women.  Bought  out 
British  1984.  Took  public  1985;  sales 
topped  Nike  (see  P.  Kntfjht)  1986. 
Sales  $1.4  billion  1987.^Later,  the 
Pump.  Race  still  on:  today,  back  to 
number  two.  Looking  past  sneakers: 
moved     into     apparel,     accessories. 


A  Connecticut  shop  owner  wel- 
comes self-styled  hotel  queen 
Leona  Helmsleytotown 
She  was  transferred  to  the 
Federal  Prison  Camp,  Danbury 
in  May  1992.  Above,  L«ona 
reacts  to  her  tax-fraud  convic- 
tion; husband  Harry  Helms- 
ley  was  ruled  too  ill  to  stand 
trial.  One  of  her  lawyers, 
Alan  M.  Dershowitz,  later  said 
she  was  willing  to  give  up 
her  New  York  hotel  properties 
to  house  the  homeless  in  ex- 
change for  escaping  her  fou^ 
year  prison  term. 


Sponsored  Amnesty^  International 
Human  Rights  Now!  1988  tour.  "To 
the  extent  your  brand  makes  a  diflfer- 
ence  and  stands  for  something  special, 
people  will  recognize  and  reward  you 
for  it."  Fireman's  reward:  $80  million 
cash  out  1987,  stock;  recent  total 
$600  million. 


Nelson  Peltz 
Peter  May 

i.ROs.  Peltz:  Palm  Beach,  Fla.  50. 
Divorced,  remarried;  6  children. 
May:  KYC;  Bridgewater,  Conn.;  Palm 
Beach.  49.  Married,  2  children.  Peltz: 
Wharton  dropout,  built  up  family 
food  distribution  business,  sold  1978 
for  $8  million  profit.  May:  U.  of 
Chicago  M.B.A.  Started  with  Peat 
Marwick  as  c;PA  1965,  joined  Peltz 
1972.  Through  friend  Saul  Steinberg 
met  Michael  Milken  (see  both)  1979, 
built  empire  on  junk  debt:  bought 
control  Triangle  Industries  1983,  Na- 
tional (^an  1985  (Victor  Posner  bail- 
out; he  dropped  off  list  1991 ),  Ameri 
can  Can  Packaging  and  Uniroyal 
chemical  operation  1986.  Internal  ex- 
pansion, bolstered  rather  than 
stripped  firms;  total  sales  about  $6 
billion.  May:  "We  complement  each 


other  very  well."  Sold  Triangle  1988 
to  Pechiney  S.A.  (France)  for  notes 
bearing  interest,  bought  back  non- 
packaging  entities,  large  real  estate 
assets  like  Hollywood  Inc.  in  Fla. 
Took  over  $100  million  (pretax)  bath 
on  Britain's  Montleigh  Group  Pic. 
Triangle  money  still  the  bread  and 
butter,  but  both  are  looking  for  safer 
U.S.  investments,  have  added  compa- 
nies to  their  Triangle  Wire  &  Cable. 
Recendy  bought  into  dwg  Corp.  If 
no  other  losses  like  Montleigh,  Peltz 
estimated  $600  million;  May,  $300 
million. 


Frank  Batten  Sr. 

Media.  Virginia  Beach,  Va.  65.  Mar- 
ried, 3  children.  Nephew  of  Samuel 
Slover,  arrived  Va.  1900,  built  up 
what  is  now  Virginian -Pilot/Ledger- 
Star.  Samuel  raised  nephew  Frank: 
Har\'ard  M.B.A.;  publisher  1954.  In- 
herited. Aggressively  built  Landmark 
Communications  from  1  paper  (still 
flagship).  First  cable  franchise  1964 
(over  625,000  subscribers  now), 
Weather  Channel,  Travel  Channel,  TV 
stations;  also  7  dailies,  31  weekly 
shoppers,  4  triweeklies,  etc.  (total 
circ.  over  550,000).  Son  Frank  Jr.  heir 
apparent,  working  on  newspaper  side. 
Frank  Sr.'s  35%  stake  in  Landmark 
now  estimated  at  $600  million,  de- 
pending on  leverage.  "I  thought  you 
guys  would  stop  publishing  that  list." 


S.  Daniel  Abraham 

Slim-Fast  Foods.  West  Palm  Beach, 
Fla.,  NYC.  68.  Divorced,  4  daughters. 
Grew  up  N.Y.;  father  was  pharmacist, 
dentist.  Skipped  college;  Army 
WWII.  Worked  at  uncle's  small  drug 
firm  1945.  Bought  itch-relieving 
ointment  company  with  saved-up 
$5,000.  Hitchhiked  town  to  town 
peddling  itch  powder.  Later  copied, 
modified  other  pharmacy  products. 
Life  begins  at  52:  break  came  1976 
with  one-a-day  diet  pill  Dexatrim; 
sales  went  through  roof  Biggest  hit 
1977:  meal -replacement  powder 
Slim-Fast;  Wal-Mart  alone  sells  $100 
million  a  year.  Went  public  1979 
(Thompson  Medical),  private  1987. 
Owns  95%.  Adding  snacks,  fro/en 
food;  big  marketing  campaigns.  Sue 
cess  better  late  than  never,  some  $600 
million  or  more  better. 
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The  Grande  Complication  by 

IWC. 

Long  considered  impossible, 

and  now  a  timepiece  of 

historic  significance. 


The  very  idea  of  designing  and  constructing 
a  wristwatch-sized  "Grande  Complication" 
had  always  seemed  unthinkable.  How  was 
any  manufacturer  to  take  what  was  already 
the  pinnacle  in  mechanical  watchmaking  to 
yet  greater  heights  by  making  it  even  smaller? 
But  when  something  on  the  open-ended  scale 
of  mechanical  achievement  is  considered 
unattainable,  we  at  IWC  are  unable  to  resist 
rising  to  the  challenge.  And  now,  after  almost 
seven  years  of  intensive  development,  we 
have  succeeded  in  creating  a  mechanical 
wrist\^atch  that  is  not  only  the  most  complex 
ever  made,  but  also  astonishingly  simple  to 
operate. 

IWC's  "Grande  Complication"  contains  659 
different  parts  operating  in  perfect  harmony 
to  drive  nine  hands,  a  perpetual  calendar,  an 
automatic  chronograph  and  a  chiming  minute 
repeater. 

The  one  thing,  however,  which  even  we 
cannot  do  here  is  describe  the  "Grande  Com- 
plication" in  the  detail  it  so  richly  deserves. 
For  that,  you  will  have  to  turn  to  our 
20-minute  video  and  our  lavishly  produced 
240-page  book,  "The  Grande  Complication 
by  IWC"— the  most  comprehensive  instruction 
manual  ever  produced  for  a  watch. 
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$150,000'  Platinum  with  leather  strap 

I  would  like  to  know  how  this  unique 

wristwatch  functions  in  minute  detail.  Please 

send  me: 

D  The  book:  "The  Grande  Complication  by 
IWC"  (by  Manfred  Fritz,  pub.  Edition 
Stemmle)  at  $195. 

D  The  video:  "The  Grande  Complication  by 
IWC"  (length  20  minutes)  at  $25. 

D  The  free  brochure:  "The  Grande  Com- 
plication by  IWC." 

Please  select  appropriate  box(es)  and  return 

to  IWC,  980  Brooke  Road,  Winchester,  VA 

22601. 

To  order  by  telephone,  call  (800)  432-9330. 

Name: 


Address: 


City/State/Zip: 
Date: 


Signature: 


♦Manufacturer's  Suggested  Retail  Price. 
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yCellini  at  The  Waldorf  Astoria.  301  Park  Ave.,  New  York,  NY  10022.  212-751-9824.  Cellini  on  Madison.  509  Maaison  Ave.  at  53rd  St.,  New  York,  NY  10022.  212-888-0505. 

To  order  or  for  further  information,  please  call  800-255-3310. 
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John  D.  Hollingswortb 

Textile  machinery,  real  estate.  Green- 
ville, S.C.  74.  Divorced,  1  daughter. 
Prom  1942  John  and  wife  Ella  (d. 
1984)  promised  serxice  truck  within 
48  hours  of  textile  mill  call,  built  up 
John  D.  HoUingsworth  on  Wheels. 
Raised  mill  productivity  tenfold  with 
better  yarn-making  wire,  carding  ma- 
chines; ruthlessly  protected  virtual 
monopoly  on  wire  but  now  down  to 
estimated  70%  market  share.  Added 
related  machinery  from  mid-1970s. 
Invested  profits  in  well-situated 
Greenville  land.  Severe  family,  IRS 
problems  1960s.  Extremely  secretive. 
Once  diagnosed  paranoid  schizo- 
phrenic. Bizarre  behavior;  carried 
huge  bundles  of  cash  in  a  leopard-skin 
bag.  Has  never  seen  4  of  5  grandchil- 
dren. Estimated  net  worth  $600 
million. 


Richard  Alan  Smith 

General  Cinema  Corp.  Chestnut  Hill, 
Mass.  67.  Married,  3  children.  Father 
pioneered  drive-in  theaters  Boston 
area  1922;  built  chain.  Richard  (Har- 
vard '46)  joined  business,  took  over 
when  father  died  1961.  Bought  small 
soft  drink  bottling  companies;  sold  to 
PepsiCo  1989  for  $1 .77  billion.  Mid- 
1980s  bought  49%  Carter  Hawley 
Hale  as  white  knight,  swapped  for 
60%  of  spinoff  Neiman-Marcus  1987. 
"We've  always  been  driven  by  the 
search  for  value,  not  the  need  to  build 
an  empire."  Acquired  Harcourt  Brace 
Jovanovich  for  $1.5  billion  1991.  Ac- 
tive United  Cerebral  Palsy  Founda- 
tion, Dana  Farber  Cancer  Institute. 
LL.D.  Boston  College  1988.  His 
shares,  etc.  recently  $575  million. 


Lawrence  Joseph  Ellison 

Oracle  Corp.  Atherton,  Calif  48.  Di- 
vorced, 2  children.  Worked  at  Am- 
dahl Corp.;  helped  develop  first  IBM- 
compatible  mainframe.  Went  to  Am- 
pex;  helped  adapt  video  technology 
for  computer  mass  storage.  Began 
Oracle  1977  in  small  office  Santa 
Clara,  Calif,  with  Robert  Miner.  De- 
veloped database  products  from  pa- 
per published  by  ibm;  beat  ibm  to 
market.  Describes  self  as  "focused  on 
the  technical  side  of  the  business." 


Al  Uettschi,  FlightSafety 
International's  founder 
and  chairman 

The  nation's  top  indepen- 
dent trainer  of  pilots  is 
chairman  of  ORBIS  interna- 
tional, seen  here  in  Texas — a 
unique  flying  eye  hospital 
outfitted  in  a  DC-10.  Some 
American  doctors  volunteer 
to  staff  the  aircraft  as  a 
world-traveling  teaching 
hospital. 


Stock  collapsed  1990  on  overstated 
sales,  earnings.  Ellison  has  since  re- 
placed many  employees;  says  Oracle 
now  emphasizing  quality  over  reve- 
nue growth.  Adding  new  sales  chan- 
nels. Interested  in  environmentalism. 
His  Oracle  stock  recently  worth  ap- 
proximately $575  million. 


Charles  Cassius  Gates  Jr. 
andfamily 

Gates  Corp.  Denver.  71.  Married,  2 
children.  Charles  Sr.  owned  tire  cover 
business  1911.  Charles  Sr.'s  brother 
invented  V-belt  1917;  company  be- 
came leading  producer.  Dad  deliv- 
ered Charles  Jr.  in  back  of  family  car 
en  route  to  hospital.  After  inheriting 
1961  with  4  sisters,  Stanford-educat- 
ed engineer  opted  to  diversify;  slashed 
tire  divisions.  "We  have  to  broaden 
our  base."  Good  gain  buying  unprof- 
itable Learjet  Inc.  1967,  turning 
around,  selling  1987.  Rubber  still  big 
majority  of  $1.3  billion  sales.  Big 
windfall:  invested  dirt-cheap  in  Den- 
ver's Hamilton  Oil;  merger  last  year 
gave  him  Broken  Hill  (Australia) 
stock  worth  over  $100  million.  Also 
owns  150,000-acre  ranch  on  Colora- 
do-Wyoming border.  Net  worth  esti- 
mated $560  million. 


Harry  Wayne  Huizer^a 

Blockbuster  Entertainment,  Waste 
Management.  Fort  Lauderdale.  54. 
Married,  4  children.  College  drop- 
out; joined  friend's  trash-hauling 
business.  Bought  "beat-up  old 
truck";  formed  Waste  Management, 
age  31;  built  largest  U.S.  waste  dis- 
posal company.  Quit  1984,  bored. 
Bought  35%  small  Dallas  video  store 
chain.  Saw  success  in  big  stores,  wide 
inventory,  national  chain.  Blockbust- 
er Entertainment  now  leader — 2,888 
stores  and  counting.  Part  owner  Mi- 
ami (football)  Dolphins,  Joe  Robbie 
Stadium;  90%  expansion  Florida 
(baseball)  Marlins.  Also  small  busi- 
nesses; Fla.  real  estate.  70-hour  work- 
week; "We  work  too  hard  to  have 
fiin."  tixpects  same  from  employees. 
Worth  estimated  $560  million. 


William  Alfred  Cook 

Medical  supplies.  Bloomington,  Ind. 
61.  Married,  1  son.  Illinois  child- 
hood, drove  cab.  Northwestern  grad 
1953.  Worked  5  years  in  Chicago  as 
hospital  supply  salesman.  Left  to  form 
own  hypodermic  needle  company. 
Hated  big  city;  sold  company,  packed 
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family  into  Corvair,  moved  to  Bloo- 
mington  1963.  With  $1,500  boughit 
soldering  iron,  blowtorch,  plastic 
tubing,  made  then-new  cardiovascu- 
lar catheters.  Today  Cook  Group  one 
of  largest-volume  U.S.  catheter  pro- 
ducers; also  pacemakers,  syringes, 
urological  supplies.  Also  insurance 
business,  much  Bloomington  real  es- 
tate. Says  he  won't  sell;  of  any  poten- 
tial buyer:  "I  don't  have  time  to  run 
their  company  and  mine,  too."  Net 
worth  estimated  over  $550  million. 


William  Gordon  Bennett 
William  Norman  Pennin^fton 

Circus  Circus.  Partners.  Bennett:  Las 
Vegas.  67.  Married,  2  children.  Pen- 
nington: 15-eno.  69.  Widowed,  remar- 
ried; 2  chi^ldren.  As  Del  Webb  repre- 
sentative, Bennett  bought  gaming 
equipment  from  Pennington.  Paired 
up  in  1971  to  distribute  slot  ma- 
chines. Saw  opportunity:  bought  Cir- 
cus Circus  1974,  targeted  middle- 
class  families — inexpensive  rooms  and 
meals,  live  circus  acts,  slots.  Low-cost 
strategy:  no  "comps."  Big  margins. 
Operate  7  casinos,  including  Excali- 
bur,  world's  largest  hotel  (4,032 
rooms),  maintaining  near  100%  occu- 
pancy. Bennett  deferred  1991  retire- 


ment to  oversee  building  $300  mil- 
lion Luxor:  30-story  Egyptian-motif 
pyramid  casino  on  Vegas  Strip.  With 
Hilton  and  Caesars,  proposing  $2 
billion,  100-acre  Chicago  casino/ 
theme  park  complex.  Driving  princi- 
ple: for  middle-income  America, 
"value  is  everything."  Pennington, 
retired  4  years,  talks  regularly  with 
Bennett;  recently  bought  Montana 
'cabin — enjoys  "deer  and  elk  and 
moose  walking  through  our  yard." 
For  Bennett,  stock,  other  assets  esti- 
mated $550  million.  Pennington:  es- 
timated $430  million. 

* 

Charles  Johnson 

Rupert  Johnson  Jr. 

Half  brothers.  Franklin  Resources. 
Charlie:  Hillsborough,  Calif.  59. 
Married,  6  children.  Yale  B.A.  1954. 
U.S.  Army  1955.  Took  over  father's 
money  management  company, 
Franklin  Distributors,  1957,  $2  mil- 
lion in  assets.  Went  public  as  Franklin 
Resources  1971.  Named  after  Ameri- 
can patron  saint  of  frugality  and  thrift. 
Ticker  symbol:  ben.  Struggled 
throughout  1970s;  barely  survived 
stock  market  crash  of  1973-74.  Busi- 
ness finally  took  off  early  1980s.  Se- 
cret: designing  mutual  funds  for  spe- 


cific markets  a  la  Ned  Johnson  (which 
see)  of  Fidelity,  skillfully  promoting. 
Packaged  gold  stocks,  tax-free  munis 
(first  of  its  kind),  government  securi- 
ties, etc.  Also  pumped  up  yield. 
"They're  very  shrewd  at  keying  on 
what  investors  look  at."  Stock  could 
still  be  had  for  split-adjusted  25  cents 
1982.  Recently  selling  at  $31— 
12,000%  increase.  Over  $65  billion 
assets  managed  today.  Charlie's  stock 
recently  worth  $550  million.  Half 
brother  Rupert:  Hillsborough,  Calif 
52.  Married.  Executive  vp,  oversees 
company's  investments.  Stock:  $400 
million.  Plaque  on  Charlie's  wall: 
"Persistence  and  determination  alone 
are  omnipotent." 


John  Richard  Simplot 
andfamily 

Potatoes.  Boise,  Idaho.  83.  Divorced, 
remarried;  4  children.  Quit  school, 
left  home  in  8th  grade.  Sorted  pota- 
toes, raised  hogs,  put  proceeds  into 
first  potato  field.  Millionaire  by  30. 
Company  scientist  developed  freez- 
ing process  1950s;  fortune  assured 
after  convincing  Ray  Kroc  to  go  with 
his  frozen  french  fries.  "Mr.  Spud" 
now  produces  over  1.5  billion  pounds 
annually,  including  more  than  50%  of 
McDonald's  fries.  Integrated  compa- 
ny: potato  peelings  help  feed  300,000 
cattle  (but  feedlot  industry  hurting), 
sells  fertilizer,  other  frozen  vegeta- 
bles. Micron  stock,  also  said  to  own 
big  stake  in  Ford.  Net  worth  estimat- 
ed $550  million.  "I  love  America. 
We've  got  the  only  system  that 
works — it  keeps  everyone  husding." 


James  Howard  Marshall  II 

Oil.  Houston.  87.  Divorced,  remar- 
ried; 2  sons  from  first  marriage.  Born 
Germantown,  Pa.  Yale  Law  School 
1931.  Lawyer  Inteiior  Dept.,  then 
Standard  Oil.  Wrote  law  against  "hot 
oil"  (oil  produced  above  Texas  Rail- 
road Commission  levels).  Chief  coun- 
sel WWII  Petroleum  Administration; 
later  advised  Joint  Chiefs  of  Staff  on 
oil  policy.  Senior  executive  at  Ashland 
Oil,  Signal  Oil  afiier  war.  Invested  in 
Great  Northern  Oil  Co.  with  friend 
Fred  Koch,  father  of  present  Kochs 
(which  see).  Eventually  swapped  stock 
for  stake  in  Koch  Industries.  Long 
redred.     Has     vehemendy     denied 


Forbes  400  ■  October  19,  1992 


155 


ms 


int  ranvts  ruuii  nunuKtu 


OVER  $500,000,000 


wealth,  but  Kansas  state  documents 
show  that  he  has  nearly  15%  Koch 
Industries;  his  stake  estimated  $550 
million. 


Thomas  Stephen  Mona^han 

Domino's  Pizza.  Ann  Arbor,  Mich. 
55.  Married,  4  daughters.  Fatherless 
at  age  4;  mother  put  Tom,  younger 
brother  Jim  in  Catholic  orphanage. 
Studied  for  priesthood,  expelled  from 
seminary.  Marines.  U.  of  Michigan 
dropout.  With  brother,  paid  S500  for 
pizzeria  1960.  Traded  vw  to  buy  out 
Jim.  Pioneered  "30-minute  deliver}'" 
system.  Domino's  sales  approaching 
$3  billion  today,  5,500  stores  world- 
wide. Claims  religious  renewal:  "I 
had  my  high-rolling  days.  I  hope  I'm 
maturing."  Put  on  market  all  non- 
pizza  assets:  Frank  Lloyd  Wright  arti- 
facts, rare  cars,  etc.  Recently  sold  De- 
troit (baseball)  Tigers  to  fellow  pizza 
magnate  Michael  Hitch  (which  see). 
Claims  may  take  Domino's  public  one 
day  soon.  Funds  Honduran  mission- 
ary, antiabortion  groups.  Estimated 
some  $550  million. 


Leonard  Ahramson 

U.S.  Healthcare.  Blue  Bell,  Pa.  59. 
Married;  3  daughters.  Father  had 
small  business  failures,  Leonard 
worked  after  school  to  bring  home 
money  to  his  mother:  "Not  too  many 
people  started  off"  with  less  than  I 
did."  Drove  cab  to  pay  for  pharmacy 
degree.  Drug  salesman  for  Parke- Da- 
vis. Denied  promotion  after  great 
sales  record,  quit.  At  27  bought  phar- 
maq';  soon,  another.  Sold  1966;  sold 
small  medical  company  1969.  Joined 
R.H.  Medical  to  foster  strange  new 
health  care  idea:  HMOs.  Got  10%. 
Bought  idea  out  1975  on  $500,000 
note;  took  U.S.  Healthcare  public 
1983.  Idea's  time  has  come.  Stock  up 
about  twelvefold  since  1988;  his 
shares  recently  worth  some  $550  mil- 
lion amid  national  medical  cost  crisis. 
Two  daughters  in  company. 


John  Orin  Edson 

Leisure  craft.  Seattle.  60.  Married,  2 
children.  Founded  Bayliner  (power- 
boats) 1955.  Company,  fiberglass 
boats  sped  past  rest  of  boating  com- 
petitors; sales,  profits  doubled  in  each 


of  last  3  years  before  sale  to  Brunswick 
late  1986.  Basic  manufacturing  tack: 
simplify  and  standardize  production, 
pass  along  lower  prices.  Edson,  made 
wealthy  by  Brunswick  buyout,  con- 
servatively invested  proceeds — most- 
ly bonds,  some  stocks.  He  and  wife 
now  travel  extensively.  Building  big- 
gest fiberglass  yacht  in  U.S.:  160-foot 
model  ( "Fiberglass  was  my  business.  I 
couldn't  build  it  with  anything  else"). 
Owns  and  pilots  several  planes;  he, 
wife  fly  his-and-hers  helicopters.  Net 
worth  estimated  55 50  million. 


Jon  Meade  Huntsman 

Plastics.  Salt  Lake  Cit\'.  55.  Married,  9 
children.  Teacher's  son;  Wharton, 
use.  Managing  in-law's  egg-process- 
ing plant  inspired  1965  joint  venture 
in  polystN'rene  egg  containers.  Ap- 
pointed HEW  1970;  later  Nixon  aide. 
With  brother,  started  plastic  products 
company  1968.  Near- bankruptcy;  re- 
covered; sold  out  1976.  Founded 
Huntsman  Chemical,  big  debt,  1983. 
Bought  big  polypropylene  capacit}' 
1987;  high  leverage,  dirt  cheap; 
cleaned  up  on  industry'  turnaround. 
Looking  abroad:  Europe,  former 
U.S.S.R.  "I've  been  accused  of  being 
hea\y-handed,  but  if  you  can  shave  a 
few  million  off  expenses,  that  may  be 
all  the  profit  you're  going  to  make." 
Recovering  from  prostate  cancer.  Es- 
timated $550  million. 


Henty  Earl  Singleton 

Teledyne.  la.  75.  Married,  5  children. 
Son  of  Texas  rancher.  Annapolis,  mit. 
Dreamed  of  building  great  corpora- 
rion.  Stints  at  Hughes  Aircraft,  Litton 
Industries.  Met  George  Kozmetzk)' 
at  Litton,  pair  launched  Teledyne 
1960s  with  $450,000;  financed  by 
Arthur  Rock.  Assembled  famous  early 
conglomerate.  Later  spun  off  Argo- 
naut Group  (insurance),  American 
tocology  (environmental  cleanup), 
Unitrin  (insurance).  Master  of  large- 
scale  divestiture  and  stock  buybacks, 
has  "legendarv'  ability  to  spot  under- 
valued investments."  Unexpectedly 
quit  day-to-day  management  1989; 
still  chairman  executive  committee. 
Notoriously  secretive:  Teledyne  pres- 
ident learned  of  $400  million  stock 
buyback  in  late  1970s,  after  fact.  Esti- 
mated worth  $545  million. 


James  Elsworth  Davis 
Artemus  Darius  Davis     i^ 

Brothers.  Winn-Dixie  Stores.  Jack- 
sonville, Fla.  James:  85.  Married,  2 
children.  "A.D.":  86.  Married,  2  chil- 
dren. Among  4  sons  of  William  Mil- 
ton Davis,  owned  Idaho  general 
store.  Then  bought  Lemon  Cit>',  Fla. 
grocery  for  $10,000  in  1925.  Named 
Winn-Dixie  1955:  "To  win  Dixie  was 
our  ambition."  Four  sons  built  com- 
pany to  largest  grocery  chain  in  South 
(1992  revenues,  $10.3  billion);  now 
almost  1,200  stores  in  13  states,  em- 
ployees nonunion.  James  chairman 
until  1983;  son  A.  Dano  (ceo  since 
1988)  only  family  member  in  day-to- 
day operations.  James  chairman 
American  Heritage  Life  until  1990, 
now  raises  timber  on  Jacksonville 
land.  A.D.  vice  chairman  until  1982, 
now  retired  to  Colorado  catde  ranch. 
Both  involved  in  philanthropy,  edu- 
cation. James'  stock,  land  estimated 
$540  million.  A.D.'s  stock  recendy 
worth  $300  million. 


Maurice  (Hank)  Greenberg 
Mansfield  Freeman 
Ernest  E.  Stemple 

American  International  Group.  NYC. 
Company  founded  Shanghai  1919  by 
C.V.  Starr  (d.  1968),  first  Westerner 
to  sell  insurance  to  Chinese.  Built 
international  conglomerate;  no  heirs. 
Large  block  AiG,  investments  in  pri- 
vate holding  companies,  controlled 
by  key  executives:  inheritance  by 
management.  Today  largest  commer- 
cial underwriter,  looking  to  increas- 
ing opportunities  Eastern  Europe, 
Asia.  Greenberg:  67.  Married,  4  chil- 
dren. Raised  on  N.Y.  dairy  farm.  Law- 
yer. Chance  interview  at  Continental 
Insurance  Co.  went  badly;  Greenberg 
went  to  higher-ups;  hired  immediate- 
ly. Moved  to  C.V.  Starr  &  Co.  1961. 
Rose  quickly,  named  successor  1968. 
Went  public  1969  asAiG.  Stock,  other 
investments  worth  $530  million. 
Freeman:  Greensboro,  Vt.  97.  Wid- 
owed, 1  son.  Joined  Starr  in  China 
early  1920;  returned  to  U.S.  1941, 
retired  with  healthy  load  of  shares 
1960.  Son  Houghton  vice  chairman, 
71,  votes  shares  but  stock  in  Free- 
man's name,  recently  worth  some 
$400   million.    Stempel:    Hamilton, 
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,n  100  countries, 
business  turns  to  Unisys  to  help 
the  wheels  of  business  turn. 


Some  people  believe  business 
makes  the  world  go  round.  But  who  helps 
business  go  round?  For  thousands  of 
companies  and  governments  around  the 
world,  the  answer  is  Unisys. 

One  hundred  forty  airlines  rely  on 
Unisys  information  systems  for  bookings, 
departure  control,  and  flight  operations. 

Over  80%  of  the  world's  largest 
banks,  including  nine  of  America's  top 
ten  and  every  one  of  Japan's  top  ten, 
count  on  our  systems  for  branch  automa- 
tion, check  processing,  funds  transfer, 
and  more. 

Telecommunications  companies 
across  the  globe  turn  to  us  for  revenue- 
generating  enhanced  services. 

And  in  the  business  of  govern- 
ment, over  1,600  government  agencies 
worldwide  depend  on  Unisys  computers. 

There  is  a  term  for  all  this: 
mission  critical.  Solutions  without 
which  a  business  cannot  do  business. 
Sixty  thousand  customers  in  100  coun- 
tries recognize  Unisys  as  a  leader  at 
delivering  mission-critical  solutions.  And 
as  a  pioneer  at  delivering  them  on  open 
information  networks. 

Our  customers  choose  us  not  only 


for  the  strength  of  our  technology,  but 
also  for  our  ability  to  apply  it  through  a 
careful  understanding  of  their  indus- 
tries. And  whatever  their  industries, 

UNISYS 

We  make  it  happen. 


they  know  us  for  the  depth  of  our  com- 
mitment to  providing  the  services  behind 
the  systems. 

Now  it's  your  turn.  Call  us  at 
1-800-448-1424,  ext.  180.  Ask  how  the 
advanced  solutions  and  dedicated  people 
of  Unisys  can  help  your  business  shift 
into  a  higher  gear. 


©1992  Unisys  Corporation 
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Bermuda.  76.  Married,  4  children, 
joined  C.V.  Starr  as  clerk  1938,  then 
only  23  employees.  Used  stock  op- 
tions, incentive  system  to  accumulate 
shares  worth  recent  $300  million. 


Roy  Edward  Disn^ 

Walt  Disney  Co.  Los  Angeles.  62. 
Married,  4  children.  Nephew  of  ge- 
nius cartoonist  Walter  Elias  Disney 
(d  1966).  Roy  began  career  as  asst. 
film  editor  of  the  1953  TV  series  Dr«^- 
net.  Worked  24  years  at  Disney  stu- 
dios as  a  film  editor,  writer,  etc.  Left:  to 
become  independent  producer/in- 
vestor after  management  dispute 
1977;  started  Shamrock  Holdings, 
investment  firm  with  real  estate  and 
media  holdings.  Returned  as  vice 
chairman  1984;  ousted  management, 
brought  in  Michael  Eisner.  Roy  heads 
animation  dept.  Shamrock  company 
bought  33%  sneaker  company  LA 
Gear,  took  substantial  control  1991. 
Also  2  T\^,  14  radio  stations.  His  net 
worth  estimated  $530  million. 
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Marc  Rich,  head  of  the  Marc  Rich  Group  Companies,  is  warned  by  the 
U.S  Govcmmcnt,  which  is  oBbing  a  1750.000  award  (or  hL-i  arrest, 
on  >  65-count  mdictmcni  for 


Conspiracy 

Trading  with  the  enemy 


*  Racketeering 
Rich  Is  al&o  alleged  to  have 

♦  Traded  grain  to  ihc  Soviet  Union  during 
the  US  grain  embargo  of  1979-80 

■  Shipped  oil  to  South  \friia  during  the 
'  trade  embargo 


WMM»^aow*      Zug.  Switzerland 

WAmwwctt    Apprchcniion  of  %uspcct  may  be  DOTIEMELY 

DANCEROtiS— alleged  lo  be  pmicaed  by 
^^^^^  armed  with  sub-machine  guns 


A  United  Steelworkers  flier 
The  feds  got  an  ally  in  their  pursuit  of 
fugitive  commodities  trader  Marc  Rich. 
The  Steelworkers  maintained  that  Rich 
was  in  control  of  West  Virginia's 
Ravenswood  Aluminum  Corp.,  where 
there  was  a  violent  labor  dispute,  and 
exposed  his  U.S.  dealings. 


"We  are  not  one  of  the  companies 
that  spend  all  their  time  looking  for 
deals;  we  try  to  run  a  business."  Her 
shares  recently  worth  $525  million. 


Roy  Hampton  Park 

Media.  Ithaca,  N.Y.  82.  Married,  2 
children.  Born  on  N.C.  farm,  entered 
N.C.  State  at  15.  ap  stringer  for  $18 
per  week,  ran  college  paper.  Worked 
in  public  relations,  then  launched  Ith- 
aca ad  agency  1942.  Ran  Thomas 
Dewey  ad  campaign:  "If  he'd  won, 
I'd  be  a  happy  retired  bureaucrat." 
Cofounded  Duncan  Hines  1947, 
sold  to  P&G  for  stock  1956.  Bought 
N.C.  TV  station  1962;  added  media. 
Now  8  TV,  20  radio  stations;  140  rural 
dailies,  weeklies,  etc.  Collects  old  cars, 
watches  (one  on  each  wrist).  Active  in 
N.C.  State,  Ithaca  College;  latter 
named  media  school  for  him  1989. 
Park  and  wife  raise  peacocks:  "They 
make  tremendous  watchdogs."  Stock 
in  Park  Communications  et  al.,  real 
estate  estimated  $525  million. 


George  Phydias  Mitchell 

Oil  and  gas,  real  estate.  Houston.  73. 
Married,  10  children.  Son  of  Greek 
immigrant  goatherd  and  railroad 
worker;  worked  way  through  Texas 
A&M  selling  stationery,  busing  tables. 
After  WWII,  "I  did  the  engineering 
and  geology,  and  [brother]  Johnny 
would  go  down  and  sell  the  deals." 
Discovered  huge  natural  gas  field  on 
bookie's  tip,  Mitchell  Energy  &  De- 
velopment public  1972.  Drills  Ameri- 
can: "We'll  give  a  one-way  airline 
ticket  to  any  competitor  who  wants  to 
go  overseas."  From  early  1970s, 
building  The  Woodlands,  25,000- 
acre  Houston  development.  "He  is 
very,  very  persistent  and  tenacious. 
Most  everything  he  does  is  related  to 
building  the  value  of  his  company." 
Stock,  etc.,  estimated  $530  million. 


Robert  Lee  Moody 
andfamily 

American  National  Insurance.  Gal- 
veston, Tex.  57.  Divorced,  remarried; 
4  children,  4  stepchildren.  Grandfa- 
ther William  Lewis  Moody  Jr.  (d. 
1954)  founded  ani  1905;  1907  law 
forcing  out  non-Texan  insurers  was 
huge  bonanza.  Built  banking,  ranch- 


ing, media  empire;  largest  U.S.  hotel 
chain  1930s.  Divided  fortune  be- 
tween foundation  and  family  trust; 
legal  batdes  followed.  Robert  bought 
51%  Moody  National  Bank  from 
foundation  1979,  controls  family 
trust  with  38%  ANI.  Brother  Shearn  Jr. 
jailed  for  mail  fraud  1987;  conviction 
overturned.  After  son's  auto  accident, 
major  contributor  to  medical  research 
for  victims  of  permanent  brain  dam- 
age. Robert  controls  fortune  estimat- 
ed at  $530  million. 


Lucille  Carver 

Bandag,  Inc.  Muscatine,  Iowa.  75. 
Widow  of  Roy  James  Carver  (d. 
1981 );  3  sons.  Carver  acquired  rights 
to  German  retreading  process  1957. 
Nearly  bankrupted  family  pump  com- 
pany developing  longer- lasting  tire 
retreads.  Succeeded.  Attempted  to 
diversify  mid-1970s;  failed.  But  Ban- 
dag retreads,  precured  rubber,  equip- 
ment for  trucks  and  buses  market 
leaders  (tiny  share  passenger  car  mar- 
ket). Youngest  son  Martin  now  chair- 
man, CEO.  Continuing  to  improve 
product.  Roy  Jr.  owns  Carver  Pump 
Co.,  father's  original  business.  Wid- 
ow Lucille  still   treasurer,  director. 


Henry  R.  Kravis 
George  R.  Roberts 

Partners,  lbos.  With  Jerome  Kohl- 
berg  (which  see)  left  Bear,  Stearns 
1976;  Kohlberg  Kravis  Roberts 
prowled  for  LBOs.  Bought  big:  Hou- 
daille  Industries,  $370  million  1979; 
first  $1  billion  deal:  Wometco  1984. 
Later,  Storer  Communications, 
Safeway,  Beatrice,  Owens-Illinois, 
Duracell,  etc.  Kohlberg  left  1987, 
opposed  hostile  takeovers,  prices 
paid;  sued;  still  partner  in  some  deals. 
In  1988  biggest  lbo  ever:  rjr  Na- 
bisco, $26.4  billion.  Still  restructur- 
ing RJR,  Moody's  upgraded  debt  last 
year;  recently  settled  shareholders' 
suit.  Many  partner-investors  in  all 
deals.  KKR  usually  gets  20%  IBO  prof-' 
its;  also  fees:  about  1 .5%  management 
fee,  1%  investment  banking  fee,  etc., 
kkr's  risk  minimal:  typically  1%  of 
equity.  Investors  not  complaining, 
even  in  down  market:  annual  returns 
often  30%  to  40%  to  date.  Back  on 
takeover  trail  1991 : 9  magazines  from 
Rupert  Murdoch  for  $600  million; 
bought  into  Pleet/Norstar  Financial 
Group  (bought  failed  Bank  of  New 
England  for  $625  million).  Shifting 
to  cable  I'V,  financial  services,  publish- 
ing, leisure-related.  Lately,  American 
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In  1991,  ONE  company's  assets 

GREW    40%    IN    A    RECESSION    YEAR. 


/  } 


iW 


'        ii 


^ 


I 


It    has    RECEIVED    THE    HIGHEST 
POSSIBLE    RATINGS    FROM 

Standard  &  Poor's,  A.M. 
Best  and  Duff  &  Phelps.* 
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Re  Corp.  Henry:  nyc,  Southampton. 

48.  Divorced,  remarried;  2  children 
(1  son  deceased).  Hard-nosed  son  of 
Tulsa  oil  geologist.  High-profile,  nyc 
social  scene:  lavish  donor  to  Metro- 
politan Museum,  ballet,  hospitals. 
First  cousin  George:  San  Francisco. 

49.  Married,  3  children.  Very  private, 
hates  NYC;  runs  SF  office  with  brother- 
in-law  Robert  MacDonnell.  Gives 
much  to  use.  Net  of  other  kkr  part- 
ners, each  estimated  over  $500 
million. 


Walter  A,  Ham  Jr. 
Robert  D.  Haas 
Peter  E.  Haasjr, 
Josephine  B.  Haas 
Khoda  H.  Goldman 
andfatnilies 

Blue  jeans.  San  Francisco.  Bavarian 
immigrant  Levi  Strauss  sold  pants 
made  of  tent  canvas  to  California 
'49ers;  patented  denim  version  1873. 
Strauss  died  bachelor  1902.  Walter 
Haas  Sr.  (d.  1979)  married  Strauss' 
grandniece,  ran  Levi  Strauss  &  Co. 
1928-55.  Son  Walter  Jr.:  76.  Married, 
3  children.  Took  company  public 
1971 .  Bought  Oakland  (baseball)  A's 
1980.  Retired  1981,  still  active  direc- 
tor, honorary  chairman.  His  interest 
in  company  estimated  $310  million. 
Walter's  son  Robert:  50.  Married,  1 
daughter.  Took  company  private  in 
$1.7  billion  leveraged  buyout;  now 
chairman,  chief  executive  officer  of 
world's  largest  apparel  firm.  "A  cor- 
poration's responsibility  goes  beyond 
profitability,  providing  a  quality 
product  to  consumers  at  a  fair  price." 
His  interest  in  company  estimated 
$310  million.  Rhoda  Haas  Goldman: 
68.  Married,  3  children,  1  deceased. 
Walter  Jr.'s  sister,  company  director; 
with  husband  Richard  established 
Goldman  Environmental  Prize,  large 
save-thc-environment  award;  esti- 
mated $475  million.  Josephine  Haas: 
late  60s.  Peter  Sr.'s  (which  see)  cx-wik 
has  shares  estimated  $500  million. 
Their  son  Peter  E.  Jr:  45.  Company 
director,  estimated  $340  million. 


John  Charles  Haas 
Fritz  Otto  Haas 

Brothers.  Rohm  &  Haas.  John:  Vil- 
lanova.  Pa.  74.  Married,  5  children.  F. 
Otto:  Ambler,  Pa.   77.   Married,  3 
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children.  Father  Otto  Haas  (d.  1960) 
returned  to  Germany  from  U.S.  to 
help  friend  Otto  Rohm  exploit  new 
tanning  process  1907.  Back  1909  to 
open  office.  Company  added  insecti- 
cides 1929,  developed  Plexiglas 
1932.  Rohm  family's  portion  seized 
WWII,  then  sold  in  public  offering 
1948.  Big  growth  1950s.  F.  Otto 
took  over  on  father's  retirement 
1959.  With  brother  John,  tried  fields 
outside  company's  specialty  chemi- 
cals with  bad  results.  Went  back  to 
traditional  products:  new  preserva- 
tives 1970s;  expansion  1980s  in  paint 
and  paper  coatings,  added  electronics 
chemicals.  Brothers  long  retired; 
both  have  history  of  philanthropy. 
Combined  shares  recendy  $1  billion. 


Stuart  Robert  Levine 
Craig  Robert  Benson 

Partners.  Computer  networks.  Le- 
vine: Stratham,  N.H.  34.  Married,  1 
child.  "Bob"  voted  least  likely  to 
succeed  in  high  school;  looked  pro- 
phetic with  4  previously  failed  busi- 
nesses, U.  of  Miami  B.S.  with  2.1 
grade  point  average.  Benson:  Rye, 
N.H.  38.  Married,  2  daughters.  With 
M.B.A.,  managed  computer  equip- 
ment stock  room.  Another  garage  as 
high-tech  incubator:  In  Levine's, 
Benson  attached  connectors  to  odd 
lots  of  cable,  Levine  lifted  them  onto 
truck.  For  networking  products, 
turnaround  time  of  1  day  beat  compe- 
titors' 8  weeks.  Levine  formed  Cable- 
tron Systems  1983;  Benson  joined 
1984.  Left  Mass.  1985  for  "friendlier 
climate"  to  small  businesses  of  N.H. 
President  Bush  found  one  of  state's 
few  pockets  of  prosperity  during  Jan- 
uary visit  to  company  headquarters — 
1992  sales:  $291  million.  Hit  boom 
of  local  area  networks  perfecdy,  went 
public  1939.  Unconventional  wis- 
dom: coQference  rooms  with  no 
chairs;  says  Benson,  "When  legs  get 
tired,  meeting  ends."  Levine  known 
for  boots,  weights,  Harleys.  Stock 
worth  over  $500  million;  Benson's 
$415  million. 


Robert  Wittiam  Galvin 

Motorola.  Barrington  Hills,  111.  70. 
Married,  4  children.  Father  Paul  (d. 
1959)  founded  Galvin  Mfg.  1928 
with  $565:  made  car  radios;  walkie- 
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Its  investment  portfolio  is 

THE    strongest    IN    ITS    INDUSTRY. 

By  a  wide  margin. 


No  wonder  it's 

THE    fastest-growing    LIFE 

insurance  company  in 
America.**  Hartford  Life. 

In  these  uncertain  times, 
policyholders  and   investors  seek  financial   strength  and 

stability.  The  ITT  Hartford   Life  Insurance 

Companies  offer  a  conservative  investment  strategy  and 

a   182-year  tradition  of  strength  and   trust. 


•Standard&Poor'sAAA,  Duffs  Phelps  AAA,  A.M.  Best  A++       TJ'T'     HARTFORD 

**  Among  America's  top  20  We  insurance  companies.  J— L  J-    I  ir^lX  ■  ■  V-r  IX  L^ 
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OVER  $500,000,000 


talkies  WWII.  Robert  groomed  for 
business  from  childhood;  president 
1956,  chairman  1965.  Sold  off  tradi- 
tional products;  now  leader  semicon- 
ductors, cellular  phones,  electronics: 
1991  revenues,  $11.3  billion.  Heads 
Sematech,  government-sponsored 
industry'  microchip  project.  With 
Bush  on  January'  trade  mission  to 
Japan:  "The  Japanese  market  opens 
only  as  a  fijnction  of  outside  pres- 
sure." Stepped  down  as  Motorola 
chairman  1990,  still  chairman  execu- 
tive committee;  son  Christopher,  42, 
now  assistant  coo.  Robert's  Motor- 
ola stock,  other  assets  worth  $500 
million. 


Teresa  F.  Heinz 

Inheritance.  Fox  Chapel,  Pa.  54. 
Widowed,  3  children.  Controls  family 
food  company  shares  after  death  of 
husband,  Senator  Henr\'  John  Heinz 
III(R-Pa.),in  1991  plane  crash.  Born 
and  raised  in  Mozambique.  Married 
"John"  1966;  his  great-grandfather 
H.J.  Heinz  bottled,  sold  horseradish 
Pa.  1869.  Started  U.K.  pickle  compa- 
ny 1886;  cornered  market.  Founded 
U.S.  condiment  king — now  far  more 
than  57  varieties;  Weight  Watchers, 
Star-Kist,  Ore  Ida,  Nine  Lives  brands; 
1991  sales,  $6.6  billion.  No  family 
members  in  management.  Heads 
Howard  Heinz  Endowment,  Heinz 
Family  Foundation;  donated  $10  mil- 
lion in  John's  memory  to  Yale  Univer- 
sit\'  Art  Gallen'.  Teresa's  portion  of 
family  shares  recently  $500  million. 


William  In^rabam  Koch 
Frederick  Robinson  Koch 

Brothers.  FLnergy  services.  Two  of  4 
sons  of  Fred  Koch  (d.  1967),  founder 
Koch  Industries,  now  $19-billion- 
plus  oil  services  giant.  Bill:  Palm 
Beach.  52.  Married,  1  child.  Fred: 
London  (Jean  Paul  Getty's  former 
mansion),  Monaco,  nyc.  58.  Single. 
Nasty  family  split  1981;  brothers 
Charles,  David  (see  both)  controlled 
firm;  Bill  claimed  mismanagement, 
miserly  dividends.  "I'm  one  of  the 
wealthiest  men  in  America,  and  I  had 
to  borrow  money  to  buy  a  house." 
Brother  Fred,  big  donator  to  arts, 
joined  Bill's  fight;  buyout  settled  feud 
1983.  Bill  founded' Oxbow  Corp., 
mixed    bag    of   businesses — energy 


trading  firm,  real  estate,  Nevada  geo- 
thermal  electric  plant.  New  England 
Business  magazine,  leased  office 
space,  among  others.  Sales  said  to  be 
near  $1  billion.  Successfijlly  skippered 
San  Diego  Yacht  Club's  defense  of  the 
America's  Cup  1992,  spent  $68  mil- 
lion (including  $10  million  own 
money)  in  eflfort.  Worth  $500  million 
or  more.  Spokesman:  "You're  way 
low."  Fred:  Harvard,  Yale  Drama 
School.  Reclusive,  collecting,  restor- 
ing art.  "The  guy  just  isn't  into  busi- 
ness." Believed  worth  at  least  $500 
million. 


Michael  Hitch 

Pizza.  Detroit  area.  63.  Married,  7 
children.  Son  of  poor  Macedonian 
immigrants,  opened  Little  Caesar  piz- 
za parlor  with  wife.  Garden  Cit}', 
Mich.,  1959.  Added  second  1961; 
saw  chain  possible.  Designed  convey- 
or oven  to  get  pizza  out  quickly. 
Added  razzle-dazzle  marketing: 
"Two  great  pizzas,  one  low  price." 
Rapid  growth.  Now  some  4,000  fran- 
chises, mostly  takeout.  Hitch  owns 
1 ,000,  gets  franchise  fees  from  others, 
sells  them  ingredients;  family  in  busi- 
ness. Owns  winning  Detroit  (hockey) 
Red  Wings.  Recently  bought  Detroit 
(baseball)  Tigers  from  fellow  pizza 
king  Tom  Monaghan  (which  see). 
Also  has  arena  management  firm. 
Two  pizzerias  on  wheels  feed  poor. 
Net  worth  estimated  $500  million. 


Wallace  Henry  Coulter 
Joseph  Coulterif 

Brothers.  Blood  cell  counters.  Wal- 
lace dropped  out  of  Georgia  Tech 
while  studying  electrical  engineering 
1932.  Numerous  technical  and  ser- 
vice jobs  while  tinkering  in  Chicago 
basement.  Developed  "Coulter  Prin- 
ciple" 1949:  time-saving  electronic 
method  of  counting  microscopic  par- 
ticles. With  government  grant  invent- 
ed Coulter  Counter,  blood  cell 
counting  instrument,  1953.  With 
brother  Joseph,  founded  Coulter 
Electronics  1958,  now  just  Coulter 
Corp.  Big  success.  Estimated  95%  of 
automated  blood  counters  worldwide 
use  Coulter  or  clones.  Growth 
prompts  recent  purchase:  120-acre 
Amerifirst  office  campus  in  Miami 
from  Resolution  Trust  Corp.;  to  relo- 


cate there  by  1994.  Wallace:  Miami 
area.  70s.  Single.  Joe:  Miami  area.  67. 
Divorced,  4  children.  Company  val- 
ued in  industry  at  some  $1  billion; 
makes  Chairman  Wallace's  control- 
ling interest  $500  million;  then,  Joe's 
stake  $495  million. 


John  Edward  Anderson 

Beverage  distribution,  real  estate.  Bel 
Air,  Calif.  75.  Widowed,  remarried;  4 
children.  Peddled  popcorn  outside 
dad's  Minnesota  barbershop.  UCLA 
hockey  scholarship  1936;  Harvard 
M.B.A.;  night  law  school  Loyola.  Co- 
founder  Kindel  &  Anderson  law  firm 
1953;  some  clients  beverage  distribu- 
tors. Saw  business,  bug  bit;  formed 
Ace  Beverage  1956,  distributed  then- 
minor  Budweiser  brand.  Parent  Topa 
Equities  now  includes  banks,  insur- 
ance. "It's  not  much  ftin  unless  you 
succeed."  Purchased  First  Business 
Bank  (L\)  1989  for  $86  million: 
"Price  has  never  been  the  utmost  item 
to  me."  Quiet,  but  $15  million  to 
UCLA  Business  School  1987.  "I  still 
have  trouble  paying  75  cents  for  a 
Snickers."  But  can  pony  up.  Believed 
worth  at  least  $500  million. 


The  $45  million  fish  tank 
Former  Coca-Cola  bottling 
magnate  Jack  Lupton  was  on 
hand  to  dedicate  the  Ten- 
nessee Aquarium  along  the 
Tennessee  River  in  down- 
town Chattanooga  in  May.  He 
contributed  about  $20  mil- 
lion of  the  $45  million  project, 
after  some  initial  skepti- 
cism: "I  probably  called  it  a 
fish  tank." 


P^ 
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Caroline  Hose  Hunt 
andfamUy 

Inheritance,  oil,  real  estate.  Dallas. 
65.  Divorced,  5  children.  Second 
daughter  of  legendary  oilman  H.L. 
Hunt  (see  Ray  Hunt,  Hill).  Avoided 
disastrous  silver  investments  that 
ruined  brothers  William  Herbert,  La- 
mar and  Nelson  Bunker.  Separated 
holdings  1983.  Most  of  domestic  oil 
production  sold  for  estimated  $275 
million  1990;  diversified  into  real  es- 
tate, stock.  Has  profitable  oil,  gas 
interests  Dutch  North  Sea.  The  Caro- 
line Hunt  Trust  Estate  includes  Rose- 
wood Property  Co.:  Dallas'  Mansion 
on  Turde  Creek,  Crescent  Hotel,  re- 
lated properties;  manages  London's 
Lanesborough  Hotel.  Once  a  billion- 
aire, said  to  live  frugally  as  main  in- 
come beneficiary  of  the  trust,  assets 
estimated  $500  million. 


Jeremy  Maurice  Jacobs 

Sports  concessions.  East  Aurora,  N.Y. 
52.  Married,  6  children.  Father  Lou 
founded  concession  business  with 
brothers  1915  in  theaters,  baseball 
parks.  Made  loans  to  troubled  sports 
teams  in  pre -TV  days  for  exclusive 


long-term  rights — one  comes  up  for 
renegotiation  2000.  Lou,  "Godfa- 
ther of  Sports,"  eventually  bought 
out  brothers;  died  1968,  son  Jeremy 
took  over.  Modern  contracts  shorter, 
competition  intense,  so  Jeremy  ex- 
panded into  airport  concessions,  met- 
als, horse  and  dog  tracks,  Boston 
(hockey)  Bruins,  Boston  Garden 
(building  new  one).  Like  father,  like 
son:  Jeremy  bought  out  his  brothers 
1980s.  Still  longs  for  Japanese  base- 
ball concessions.  Estimated  worth 
$500  million. 


lUese  Mcintosh  Rowling 
andfamily 

Oil,  pipelines.  Corpus  Christi,  Tex. 
64.  Married,  4  children.  Geologist  for 
oil  companies.  Went  off  on  own, 
founded  Tana  Oil  &  Gas  1972.  In 
early  1980s  recession,  virtually  debt- 
free;  bypassed  competition:  "drilled 
lots  of  wells  while  other  companies 
were  busy  paying  their  bank  loans." 
By  1989  one  of  largest  private  inde- 
pendent exploration  firms  in  U.S.; 
sold  oil  and  gas  production  unit  (kept 
pipeline)  to  Texaco.  Took  mosdy  spe- 
cial Texaco  preferred  stock,  some 
cash,  avoiding  much  capital  gains  tax. 


Recent  southwestern  hotel  invest- 
ments, paying  cash.  Also  new  oil  and 
gas  exploration.  Son  and  company 
spokesman  Robert,  39,  president  of 
TRT  Holdings,  shell  entity  for  family 
investments.  Estimated  net  worth 
$500  million  or  more. 


Robert  Edward  Rich  Sr. 

Cream  substitute.  Buffalo,  N.Y., 
Palm  Beach,  Fla.  79.  Married,  3  chil- 
dren. Learned  family's  dairy  business, 
bought  own  milk  company  1935. 
WWII  milk  administrator.  "The  cow 
is  a  very  inefficient  factory."  Devel- 
oped soybean-based  whipping  cream, 
then  Coffee  Rich  creamer  1960; 
cheap,  nonspoiling;  foundation  of 
fortune.  Total  Rich  Products  sales  top 
$800  million.  Acquired  small  frozen 
food  companies;  recentiy  bought 
bakery.  Expanding  internationally — - 
Russia  in  1993.  Son  Robert  Jr.,  51, 
now  president:  "Nepotism  works." 
Company  owns  Triple-A  baseball 
Buffalo  Bisons,  two  other  minor 
league  teams.  Also  Florida  golf 
course.  Net  worth  estimated  $500 
million. 


Anws  Barr  Hostetterjr, 

Continental  Cablevision,  Inc.  Bos- 
ton. 55.  Married,  2  daughters.  Son  of 
stockbroker  from  Short  Hills,  N.J. 
Harvard  M.B.A.;  stint  in  utility  fi- 
nance. "Bud"  started  cable  company 
with  frat  brother  H.  Irving  Grousbeck 
1963.  Each  put  up  $4,000  (as  did 
Bud's  father).  Acquired  and  built 
franchises.  Dow  Jones  took  24.5% 
stake  1981;  sold  2  million  shares 
1986.  Acquisition-hungry:  bought 
McClatchy  (which  see)  cable  company 
1986,  American  Cable  Systems  1988. 
Now  over  2.8  million  subscribers, 
growing  fast.  Bought  out  Dow  Jones' 
remaining  stake  for  $300  million 
1989.  Grousbeck  left  to  teach  1981, 
still  owns  10%.  A  new  player  in  the 
industry,  much  debt,  company  be- 
lieved worth  over  $1.2  billion.  His 
stake  estimated  over  $500  million. 


John  Thomas  Lupton 
Elizabeth  Lupton  Davenport 

Brother,  sister.  Coca-Cola  bottling. 
Grandfather  John  T.  (d.  1933)  got 
rights  to  distribute  Coca-Cola  1899. 
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Smithson 

From  Marbles  to  Matisse,  Smithsonian's  diverse  eciitorl 


itertains  more  than  2jQlQi^00  sifbsmBirs  ea#  incbth 

Smithsonian  Magazine,  it's  Everything 


iHt  ruKbts  ruuK  hunuklu 


OVER  $265,000,000 


Used  part  of  patent  medicine  fortune 
to  finance  first  C'oke  bottling  plants. 
Father  Thomas  Cartter  bought,  sold 
Coke  franchises  at  frantic  pace.  John: 
Lookout  Mountain,  Tenn.  66.  Mar- 
ried, 4  children.  "Jack"  started  as 
bottle  washer;  ran  family  firm  (JTL) 
from  father's  death  1977.  Coca-Cola 
board  member  until  1983,  sold  jtl  to 
Coke  1986  for  pretax  $1.4  billion. 
"The  timing  was  right  for  this." 
Spearheaded  $750  million  project  to 
revamp  downtown  Chattanooga;  ma- 
jor contributor  to  $45  million  Ten- 
nessee fresh -water  aquarium.  "Jack  is 
outspoken  on  everything  he  believes 
in."  Elizabeth:  Lookout  Mountain, 
Tenn.  59.  Divorced,  remarried;  3 
children.  Husband  R.B.  "Rody" 
Davenport  III  chairman  of  fast-food 
hamburger  chain  Krystal  Co.,  went 
public  May;  his  55%  stake  worth  $75 
million  today.  Elizabeth  and  John 
split  $800  million  from  sale  proceeds 
1986.  If  kept  up  with  inflation,  $1 
billion  today. 


Laszlo  Nandar  Tauber 

Real  estate.  Potomac,  Md.  77.  Di- 
vorced, remarried;  2  children.  Born 
Budapest;  champion  gymnast,  medi- 
cal school.  Escaped  Nazi  labor  camps 
on  second  try.  "1  just  walked  away 
one  day."  To  U.S.  1947,  set  up  medi- 
cal practice.  Dreamed  of  own  hospi- 
tal, surgeon's  income  not  enough. 
First  project:  apartment  building  on 
$9,500  lot.  Switched  to  offices,  pri- 
marily for  U.S.  government,  at  initial 
low  rent  to  win  bid;  raised  on  re-lease. 
Eventually  Uncle  Sam's  biggest  land- 
lord. Built  Jefferson  Hospital,  Alex- 
andria, Va.  Now  much  real  estate 
concentrated  in  Washington,  D.C., 
NYC,  Va.;  often  invests  with  partners. 
Recently  sued  by  Salomon  Brothers 
over  foreign  currency  trading  on  side. 
Believed  worth  at  least  $500  million. 


Jerry  J.  Moore 

Shopping  centers.  Houston.  64.  Mar- 
ried, 3  children.  Son  of  Polish  Jewish 
immigrants;  high  school  dropout. 
Started  in  plumbing;  sold  vacuum 
cleaners — some  to  buyers  without 
electricity  ( "1  told  them  the  electricity 
was  coming").  Began  buying  strip 
malls  1966.  Business  plan:  get  trou- 
bled strip  mall  cheap,  rehab,  raise 


rents;  buy  more.  Now  some  12  mil- 
lion sq.  ft.  Developing  Columbia 
Lakes  resort.  Lives  in  transplanted  40- 
room  18th-century  French  chateau. 
Major  car  collector:  over  700  classics 
(41  Duesenbergs,  80  Ferraris  and  70 
Rolls-Royces).  World-class  talker; 
dress  so  casual  River  Oaks  neighbor 
offered  to  hire  him  to  mow  lawn  ("1 
made  5  bucks").  New  research  sug- 
gests $500  million  net  worth  possible, 
depending  on  debt. 


Albert  Lee  Ueltscbi 

FlightSafety  International.  Indng, 
Tex.  75.  Widowed,  4  children.  Son  of 
Frankfort,  Ky.  electrical  engineer. 
Opened  hamburger  shop  to  pay  for 
flying  lessons  age  16.  Bought  open- 
cockpit  biplane  with  $3,500  loan. 
Joined  Pan  Am  1941.  Personal  pilot 
to  legendary'  chairman  Juan  Trippe; 
Ueltschi  considers  him  mentor.  Post- 
war, saw  military  pilots  becoming  cor- 
porate pilots  needed  training.  Found- 
ed FlightSafety  195 1 ;  built  flight  sim- 
ulators: safer  than  crashing  planes. 
Successfial  but  never  too  safe:  kept  job 
at  Pan  Am  until  1968.  Now  38  cen- 
ters U.S.,  Canada,  Paris.  Chairman 
ORBIS  International,  flying  eye  hospi- 
tal provides  training,  care  on  DC- 10 
jet.  His  FlightSafety  shares  recently 
worth  $495  million. 


Robert  Allen  Naify 
Marshall  Naify 

Brothers.  San  Francisco.  Movie  the- 
aters, cable  TV.  Started  as  ushers  and 
projectionists  in  father's  theater  busi- 
nesses. Father  was  Lebanese  immi- 
grant; founded  United  California 
Theaters  chain  1920s  after  opening 
movie  theater  in  Atlantic  City  1912. 
Bought  50%  of  United  Artists  The- 
ater Circuit  1950;  brothers  assumed 
control  after  uc;t  UATC  merger  1963; 
spun  off  subsidiary,  Todd-AO,  named 
after  late  showman  Michael  Todd; 
postproduction  movie  sound  ser- 
vices. Management  style  emphasizes 
decentralization.  Sued  by  sister  for 
mismanagement  1977.  Sold  out  to 
Tele-Communications  Inc.  1986  for 
rights  to  15  million  shares,  $150  mil- 
lion cash.  Robert:  70.  Married,  6 
children.  TCi  Director.  Stock,  etc., 
estimated  $495  million  or  more.  Mar- 
shall:    72.     Divorced,     3    children. 


Stepped  down  as  chairman  1978;  re- 
turned 1982.  Now  virtually  retired. 
Estimated  $345  million. 

* 

Sidn^  Kitnmel 

Jones  Apparel  Group.  Philadelphia, 
NYC.  64.  Single,  no  children.  Presi- 
dent of  sportswear  company  Villager, 
Inc.  Went  to  W.R.  Grace  &  Co.; 
founded  Jones  Apparel  Division 
1970.  Took  Jones  private  1975,  ex- 
panded fast.  Overdid:  shed  weak  divi- 
sions, kept  Jones  New  York,  Christian 
Dior  Suits,  Saville.  Recovered.  Took 
public  1991;  one  of  biggest  designers 
women's  suits,  sportswear.  Sells  to 
2,300  department  stores,  including 
Nordstrom  and  Lord  &  Taylor:  can 
ofi^er  attractive  profit  margins.  Side- 
line, Jones  Film,  started  1983;  so  far: 
Blame  it  on  Rio,  The  Clan  of  the  Cave 
Bear,  9V2  Weeks;  producing  sequel  to 
9V2  Weeiis.  Collects  contemporar)' 
art.  This  year  his  62%  Jones  stock, 
etc.,  worth  some  $480  million. 


John  William  Beny  Sr, 
andfamily 

Yellow  Pages.  Dayton.  70.  Twice  di- 
vorced, remarried;  5  sons.  Army 
WWII.  Dartmouth.  Son  of  Loren  M. 
Berry,  who  sold  horseradish,  then  ad 
space  in  train  schedules  as  boy.  Trav- 
eling salesman  took  dreams,  $200  to 
Dayton  1910.  Talked  Dayton  Home 
Telephone  Co.  into  ad  sales  campaign 
using  one-color  paper.  "Mr.  Yellow 
Pages"  died  1980  at  91.  John  Sr. 
bought  out  siblings,  expanded.  Sold 
L.M.  Berry  &  Co.,  second-largest 
Yellow  Pages  agent,  for  BellSouth 
stock  1986,  retired  1987;  John  Jr. 
runs  wholly  owned  subsidiary.  Sr. 
chairman  Berry  Investments:  hunting 
supply  company,  security  device  firm, 
etc.  Big  cor  booster.  Fortune  esti-' 
mated  at  least  $475  million. 


Arthur  Bejer  Beljer 
andfamily 

Oil,  real  estate,  nyc.  84.  Widowed, 
remarried;  3  children,  2  stepchildren. 
To  U.S.  from  Poland  WWII.  Stopped 
making  sleeping  bags  for  Army  1952; 
discovered  oil  and  gas  business.  Went 
public  1959  as  Bclco  Petroleum 
Corp.  Created  large  resource  base  in 
Peru,  while  tapping  domestic  natural 
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IMPORTANT  RULES  FOR 
THE  WEALTHY  INVESTOR. 


F 

Xor 


.or  over  eight  decades  our  focus  has  been  the  preservation, 
enhancement  and  transfer  of  wealth  for  families.  As  a  result,  we 
have  considerable  experience  in  managing  these  fortunes  and  in 
knowing  the  very  particular  requirements  necessary  for  the  stew- 
ardship of  wealth  through  generations.  Over  time  we  have  devel- 
oped some  special  rules  and  guidelines  that  specifically  pertain  to 
the  investment  needs  and  interests  of  the  substantial  investor. 

We  have  included  these  rules  in  a  booklet,  "A  Guide  to  Invest- 
ing for  the  Wealthy! 'In  it  we  discuss  the  characteristics  that  make 
the  wealthy  investor  different  from  others. 

If  you  have  $5  million  or  more  and  would  like  to  learn  more 
about  Bessemer  as  well  as  receive  "A  Guide  to  Investing  for  the 
lte/%"  please  write  or  call  Robert  C.  Elliott,  Senior  Executive 
Vice  President  at  (212)  708-914L 


Bessemer  Trust 


630  Fifth  Avenue,  New  York,  New  York  Will 

The  Bessemer  Trust  Companies:  Offices  in  New  York,  Palm  Beach,  Miami, 

Washington,  DC,  London,  Woodbridge,  Nf  Grand  Cayman 


ONLY 

MANAGEMENT  RECRUITERS 
DELIVERS  THIS 


Nationwide  coverage  -  600  offices... 

•  2,000  search  specialists...  we  know jyowr  industry' 

•  World's  largest  and  most  comprehensive  candidate  data  base 

0\  er  25,000  successfully  completed  search  assignments  during  1991  alone 

Personalized  candidate  relocation  services... 

•  City  to  city  cost  of  living  comparisons 
Free  financial  and  tax  advice  (rollovers  of  pension,  401(k),  profit  sharing) 

•  National  interstate  moving  services  at  over  50%  cost  reduction 

•  Free  guided  tours  and  real  estate  orientation  in  new  city 

•  National  discount  mortgage  program  for  your  new  employees 

Look  in  the  white  pages  for  the  Management  Recruiters 
office  nearest  you. 


cn 


MANAGEMENT 
RECRUITERS 

The  search  and  recruiting  specialists  ■" 


If  you  dorft 
plan  now, 
you'll  pay  later. 


If  taxes  are  going  to  take  a  large  bite  out  of  your  investment 
earnings  this  year,  why  not  start  planning  ahead  now?  Call 
today  to  learn  more  about  Twentieth  Century  Investors'  tax- 
exempt  bond  funds:  Tax-Exempt  Long  Term  and  Tax-Exempt 
Intermediate  Term.  You'll  receive  a  prospectus  and  more  complete 
information  about  our  tax-exempt  funds,  including  charges  and 
expenses.  Please  read  the  prospectus  carefully 
before  investing. 


1-800-345-2021 


P.O.  Box  419200,  Kansas  City.  MO  M 1 11-6200 


FBS 


No-Load  Family  of  Funds 


gas  resources.  After  oil  endeavor  in 
Israel  flopped,  spread  out  into  U.S. 
coal  mining  1969.  Friendly  takeover 
by  InterNorth  1983,  company  re- 
named Enron  1986.  "If  the  price  is 
right,  we  sell."  When  Belco  of  Peru 
nationalized  same  year,  Belco's  out- 
put chopped  in  half.  Arthur  chairman 
emeritus;  son  Robert,  57,  Enron  di- 
rector, tennis  fanatic.  Family's  Enron 
stake,  vast  XYc:  real  estate  holdings 
estimated  S470  million  or  more. 


Thomas  F.  Frist  Jr. 
andfantily 

Hospital  Corp.  of  America.  Nashville, 
T^nn.  54.  Married;  2  sons,  1  daugh- 
ter. Vanderbilt;  Washington  U.  medi- 
cal school.  Air  Force  doctor.  Re- 
turned to  Nashville  as  young  doctor 
1968,  joined  father  and  fack  Massey 
in  founding  HCA  with  simple  idea: 
hospitals  can  be  run  profitably.  Start- 
ed Nashville;  went  public  1969.  Tom- 
my fr.  focused  on  acquisition  and 
development;  by  1973  owned  51 
hospitals.  CEO  1987,  led  $5.1  billion 
leveraged  buyout  1988.  Today  hca 
manages  75  medical  hospitals,  48  psy- 
chiatric hospitals  nationwide.  Went 
public  again  early  1992.  Ex- marathon 
runner,  family  man:  "No  matter  how 
many  patients  my  father  had,  he  al- 
ways had  time  for  his  children." 
Shares,  options  owned  by  Tommy  fr., 
familv,  worth  $470  million. 


Alfred  Lemer 

Banking,  real  estate.  Shaker  Heights, 
Ohio.  59.  Married,  2  children. 
Worked  in  family's  Queens,  N.Y.  can- 
dy store  (lived  in  back);  Columbia  U.; 
Marine  Corps.  Sold  furniture  for  $75 
a  week  1957:  "I  was  just  happy  to  be 
making  a  living."  Put  savings  into 
Ohio  apartment  building.  By  1979' 
could  buy  11,000  units  Mar>'land, 
Pennsylvania  with  partner  Andre 
Mayer  (Lazard  Frcres)  for  $176  mil- 
lion. Being  director  small  Cleveland 
bank  "whetted  my  appetite."  Bought 
control  Equitable  Bancorp  1981.  In 
vested  $75  million  in  Progressive 
Corp.  (high  risk  insurance)  1988. 
Merged  Equitable,  Md.  bank  1989; 
spun  ofT  MBNA  1991.  Interest  in 
Cleveland  (football)  Browns,  stadi 
um.  Estimated  worth  $465  million. 


Forbes  400  ■  October  19,  1992 


WE'VE  GOT 

an!  for  money. 


We're  positioned  for 
a  future  of  growing  share- 
holder value, 

One  reason:  we  ve  goti 
better  i.  The  new  i  Series^*! 
ATMs— from  our  InterBold 
joint  venture  with  IBM— ar«i 
three  times  as  reliable  as 
any  others.  You  can  bank 
i||p^|n  99%  of  the  time... 
guaranteed! 

The  i  Series  is  typical 
of  the  quality  and  techno- 
logical strength  that  have 
l||      made  us  a  leader  in  auto- 
(.       mated  teller  machines, 
^^iecurity  products  and 
services. 

For  more  information, 
write  Diebotd,  incorporated, 
Investor  Rptations,  Depart- 
ment 9-79-FA,  RO.  Box  823 
Canton.  Ohio  44711-8230. 


iji^ii 


AwoHd  leader  in  automated 

teller  machines,  security  products 

aridi^tediiervices. 


IHt  rUKBfcS  rUUK  HUNUKtU 


OVER  $265,000,000 


Alpbeus  Lee  Ellis 

Banking,  real  estate.  Tarpon  Springs, 
Fla.  86.  Widowed,  1  daughter.  Swept 
floors,  cleaned  spittoons  at  father's 
Alabama  bank.  To  Florida  1925; 
stayed.  Acquired  joint  control  Saraso- 
ta State  Bank  1943;  president  until 
1946.  With  wife  slowly  acquired  15 
Florida  banks.  Merged  Ellis  Banking 
Corp.  with  NCNB  1984  for  4  million 
shares,  lifetime  guarantee  of  job. 
NCNB  recently  merged  with  C&s/Sov- 
ran  to  form  NationsBank  Corp.  Ellis 
still  senior  chairman  of  subsidiary  Na- 
tionsBank of  Fla.  Works  6-day  week. 
"I  don't  do  anything  but  work.  I  used 
to  play  golf.  I  made  a  hole  in  one  once 
so  1  quit."  Some  real  estate.  Stock, 
etc.  recently  $460  million. 


Jackson  Thomas  Stephens 
andfamUy 

Investment  banking,  gas  exploration. 
Little  Rock,  Ark.  69.  Twice  divorced, 
2  children.  Brother  and  partner  of  late 
Witt  Stephens  (d.  Dec.  1991),  who 
peddled  belt  buckles  and  Bibles,  then 
muni  bonds,  got  into  natural  gas  in 
rich  Arkoma  (Ark.,  Okla.)  basin.  Jack 
built  Stephens  Inc.  into  third-largest 
investment  house  off  Wall  Street:  un- 
derwrote Wal-Mart  1970;  helped  Ty- 
son Foods'  takeover  of  Holly  Farms 
1989,  etc.  Extensive  stockholdings: 
Worthen  Banking  et  al.  Also  real  es- 
tate, etc. — often  mixes  business  with 
politics.  Jack,  Ark.  political  kingpin, 
acquaintance  of  Bill  Clinton;  chair- 
man. Son  Warren,  35,  president,  ceo. 
Jack,  family  share  fortune  with  Witt's 
heirs  estimated  over  $900  million. 
Spokesman:  "You're  much  too  low." 


Leonard  Samuel  Skaggsjr. 

American  Stores  Co.  Salt  Lake  City. 
69.  Married,  4  children.  Grandfather, 
a  Baptist  minister,  started  Skaggs 
Cash  Stores  to  raise  money  for  his 
Idaho  congregation  1915.  His  6  sons 
took  over,  later  became  Safeway,  Inc., 
early  major  grocery  chain.  In  1939 
Skagg's  father  acquired  Payless  Drug 
Stores  in  Utah.  Leonard  took  over 
1950,  age  26.  Formed  partnership 
1969  with  Joseph  Albertson  (which 
see)  to  develop  idea  of  combined 
drug/grocery  store.  In  1977  amica- 


ble split;  each  took  29  stores.  In  1984 
Skaggs  acquired  Jewel  Cos.  for  $1.15 
billion;  in  1988  purchased  Lucky 
Stores  for  $2.5  billion.  Today  1,650 
stores  in  35  states.  His  shares  recendy 
worth  $455  million. 


Mark  Goodson 

Game  shows,  newspapers,  nyc.  77 . 
Thrice  divorced,  3  children.  Son  of 
Russian  immigrant  who  opened 
Berkeley,  Calif's  first  health  food 
store.  Mike -fright  ended  radio  an- 
nouncer hopes;  produced  radio 
soaps.  With  partner  Bill  Todman  (d. 
1979)  did  game  shows  from  1940s. 
On  to  TV  1950  with  What's  My  Line?: 
"1  gave  it  10  weeks."  Offby  25  years. 
Vve  Got  a  Secret,  The  Price  is  Right, 
Password,  Family  Feud,  etc.  Profits 
plowed  into  newspapers;  now  8  dai- 
lies, 25  weeklies.  Papers'  values 
slumping  with  industry,  weak  econo- 
my, but  budding  cable  T\^  game  show 
channels  boost  value  of  television  li- 
brary. "I  know  I  have  money,  but  I 
don't  feel  rich."  Not  even  at  estimat- 
ed $450  million  or  more. 


Carl  Henry  Lindner  Jr. 
andfamily 

Insurance,  banking.  Cincinnati.  73. 
Married,  3  sons  in  business.  Left  high 
school  to  deliver  milk  for  family- 
owned  dairy  during  Depression. 
Opened  ice  cream  store,  built  220- 
store  United  Dairy  Farmers  chain. 
Started  American  Financial  Corp. 
with  small  S&L  1959;  added  insurance 
1971.  Had  golden  touch  with  invest- 
ments in  unwanted,  troubled  compa- 
nies, greenmail.  Increased  original 
AFC  portfolio  60-fold  1961-80;  then 
went  private  for  $340  million.  Now 
intertwined  public  and  private  invest- 
ments; constantly  shuffling  assets. 
Sons  run  subsidiaries;  big  salaries,  big 
bonuses.  But  operating  problems, 
large  holding  company  debt  brings 
total  down  to  estimated  $450  million. 


Eli  Broad 

Kaufman  &  Broad  Home  Corp., 
Broad  Inc.  LA.  59.  Married,  2  chil- 
dren. Built  first  homes  (with  partner 
Donald  Kaufman)  with  $25,000  loan 
from  in-laws  1957.  Grew  quickly  to 
1973;  key  markets  in  Calif,  France. 


Aaron  Spelling  with 
some  of  the  cast  from 
Beverly  Hills, 
90210,  including  his 
daughter  Tori 
(second  from  left) 
In  the  19708  and 
early  1980s  his 
dramas  dealt 
wKh  wealth,  beau- 
ty and  romance. 
With  90210  he 
found  a  new  for 
mula:  young  angst. 
This  fall  Spelling 
is  producing  three 
shows  aimed  at 
teens  and 
20-somethings: 
Melrose  Place  and 
The  Heights  on 
Fox,  and  NBC's 
The  Round  Table. 
A  fourth  show, 
2000  Malibu  Rd., 
aired  this  sum- 
mer and  may  be 
added  later. 


Added  insurance  to  hedge  real  estate 
cycles;  later  spun  off  home  builder 
1989,  changed  name  of  remaining 
financial  services  company  to  Broad 
Inc.  Still  holds  k&b  stock;  separately 
developing  3,500-acre  ranch  near 
Sacramento,  Calif  Collector  contem- 
porary' art,  founding  chairman  Muse- 
um of  Contemporary  Art  in  Los  An- 
geles 1983;  LBO  investor  on  side. 
Michigan  State  business  school 
named  aft:er  him  following  $20  mil- 
lion donation  1991 .  "Eli  is  a  pleasant 
man,  but  he  is  the  type  of  guy  who  will 
clean  your  clock  in  a  business  deal." 
Worth  estimated  $450  million. 


Karsten  Sotbeim 

Golf  clubs.  Phoenix.  81.  Married,  4 
children.  Son  of  a  Bergen,  Norway 
cobbler;  came  to  U.S.  1913.  Attend- 
ed college  1  year;  Depression  forced 
early  exit.  Opened  shoe  shop.  Joined 
GH  1953  as  mechanical  engineer; 
helped  develop  first  portable  TV. 
Took  up  golf  1954;  got  hooked.  De- 
signed own  clubs;  named  PiNd,  for 
sound  when  striking  ball.  Made  in 
garage  on  side.  Overwhelmingly  sue 
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cessfiil  top  line.  Went  full  time  1967. 
Pros  used:  Boros,  Nicklaus,  among 
others.  Added  irons  1980s.  Now  Kar- 
sten  Mfg.  sales  estimated  over  $200 
million;  about  50%  U.S.  putter  mar- 
ket. New  this  year:  ping  Zing  irons; 
golfers  stand  in  line  to  buy,  sight 
unseen.  Also  apparel,  golf  bags.  Life- 
long churchman;  family  in  company. 
Estimated  some  $450  million. 


Daniel  James  Terra 

Lawter  International.  Chicago.  81. 
Widowed,  remarried;  1  son.  Son  of 
Italian  immigrant  lithographer.  Perm 
State;  sang  in  speakeasies  to  survive 
Depression.  Developed  high-speed 
print  process  1936  for  magazines. 
Borrowed  $2,500  to  found  Lawter, 
specialty  printing  ink  firm,  1940. 
Consultant's  advice  to  delegate  man- 
agement 1955  sparked  success.  Now 
chemicals,  resins,  adhesives.  Major 
collector  American  art;  own  Chicago 
museum,  new  museum  near  Monet's 
old  house  in  Giverny,  France;  resi- 
dents complain  about  traffic.  Reagan 
campaign  finance  chairman  1980; 
named  first  ambassador-at-large  for 
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cultural   affairs.    Lawter,   art,   other 
holdings  estimated  $445  million. 


Irenee  du  Pont  Jr. 
Irene  Sophie  du  Pont  May 
Constance  Simons  du  Pont  Darden 
'Eleanor  Francis  du  Pont  Rust 
MMritma  du  Pont  Silliman 
Octavia  Mary  du  Pont  Bredin 
Lucile  du  Pont  Flint 
andfamilies 

Brother  and  sisters.  Inheritance.  Chil- 
dren of  Irenee  Sr.  (d.  1963),  president 
Du  Pont  Co.  1919-26  (see  family). 
Irenee  Jr.:  Montchanin,  Del.  72. 
Married,  5  children.  With  Du  Pont 
Co.  32  years,  retired  as  senior  vp 
1978;  lefi:  board  1990;  still  on  boards 
Wilmington  Trust,  Longwood  Foun- 
dation. Oversaw  merger  Christiana 
Securities  with  Du  Pont  1977,  effec- 
tive end  to  traditional  family  control 
of  company.  Irene  Sophie  (Mrs.  Er- 
nest May):  Wilmington,  Del.  91. 
Widowed,  4  children.  Constance  Si- 
mons (Mrs.  Colgate  W.  Darden  Jr.): 
Norfolk,  Va.  88.  Widowed,  3  chil- 
dren. Husband  (d.  1981)  governor 
Va.  1942-46.  Eleanor  Francis  (Mrs. 


Philip  Gordon  Rust):  Thomasville, 
Ga.  85.  Married,  4  children.  Mariana 
(Mrs.  Henry  Harper  Silliman):  Hag- 
ley,  Montchanin,  Del.  81.  Married,  6 
children.  Octavia  Mary  (Mrs.  John 
Bruce  Bredin):  Greenville,  Del.  79. 
Married,  6  children.  Lucile  Evelina 
(Mrs.  Robert  Baronet  Flint):  Green- 
ville. 77 .  Married,  5  children.  Seventh 
sister  Margaretta  Lammot  (Mrs. 
Crawford  H.  Greene  wait)  died  1991, 
leaving  millions  in  land  to  nature  soci- 
ety in  Greenville,  Del.,  rest  to  hus- 
band (president  Du  Pont  1948-62) 
and  3  children.  These  7  surviving 
siblings  and  families  have  fortunes, 
much  in  trusts,  estimated  at  least 
$430  million  apiece. 


Charles  Francis  Dolan 

Cable  TV.  Oyster  Bay,  N.Y.  66.  Mar- 
ried, 6  children.  Raised  Cleveland;  ran 
sports  newsreel  business  with  wife, 
wrote  commercials,  radio  scripts;  mi- 
grated to  NYC  1952  to  make  industrial 
films.  Fascinated  with  cable  TV,  began 
wiring  NYC  hotels  1960;  won  Man- 
hattan franchise  1961;  founded 
Home  Box  Office  (hbo)  1970,  first 
nationwide  pay  channel,  to  keep  view- 
ers tuned  in.  Sold  Manhattan  opera- 
tions to  Time  1973  to  build  Cablevi- 
sion  Systems  Corp.  Now  over  1.7 
million  NYC  area  subscribers,  also  in 
10  other  states.  Sees  company  as  pro- 
grammer: national,  regional  sports 
channels,  American  Movie  Classics 
and  Bravo.  Stock,  other  assets  esti- 
mated worth  $430  million. 


William  A.  Dart 

Dart  Container  Corp.  Sarasota,  Fla. 
65.  Married,  3  children.  Joined  fa- 
ther's steel  tape  measure  company 
founded  Michigan  1937.  Began  ex- 
perimenting with  plastics  1953.  In 
1960  pair  produced  foam  cup  with 
own  equipment,  technology;  started 
Dart  Container  toward  becoming 
world's  leading  maker  foam  cups,  1 5 
plants  North  America,  England; 
makes  own  polystyrene  feedstock; 
owns  truck  fleet.  Continuous,  active 
family  management;  W.A.'s  son  Ken- 
neth president,  son  Robert  VP.  Son 
Thomas  runs  Dart  Energy,  oil  and  gas 
concern.  Spare  cash:  bought  11% 
Freddie  Mac  1991;  sold  some,  now 
holds  5.2%.  Bought  Salomon  shares 
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the  day  three  top  executives  set  plans 
to  resign;  now  has  6.7%.  Stock,  other 
assets  worth  over  $425  million. 


Samuel  Zell 

Real  estate,  investments.  Chicago. 
51.  Married,  3  children.  With  U.  of 
Michigan  frat  brother  Robert  H. 
Lurie  (d.  1990)  bought  troubled 
Sunbelt,  Midwest  real  estate,  re- 
habbed  for  fraction  of  new  construc- 
tion cost,  sold  for  big  gains,  bought 
more.  Applied  to  companies:  notably 
Itel  (largest  U.S.  railcar  lessor).  Bot- 
tom-fisher's nickname:  The  Grave- 
dancer.  Bad  poet;  recent  work:  "Le- 
verage was  the  beverage  that  got  this 
part\'  cookin';  but  the  hangover's  set 
in,  and  now  a  Gravedancer's  lookin'." 
Big  lookin':  manages  two  billion-dol- 
lar Noilture  fijnds  for  profits  cut.  But 
recent  business  problems  of  own. 
Leads  lOOmph  international  motor- 
q'cle  tours  (Zell's  Angels)  for  ftin. 
Sharing  interests  with  Lurie  heirs; 
Zell's  stake  estimated  $425  million. 


John  Jay  Moores 

BMC  Software.  Sugar  Land,  Tex.  48. 
Married,  2  children.  U.  of  Houston. 
Married  high  school  sweetheart  at  19; 
attended  law  school  together  but  nev- 
er practiced:  "It's  a  real  tough  busi- 
ness." Programmer  for  Great  South- 
ern Life,  1963-66;  IBM,  1966-74. 
Started  bmc  Software  1980,  wrote 
programs  for  corporate  mainframes; 
used  cash  flow  to  hire  other  program- 
mers. Sales  by  telephone  ("a  guiding 
philosophy");  also  seminars  world- 
wide. Went  public  1988.  Moores' 
35%  recendy  worth  $415  million.  Re- 
tired last  Dec:  tennis,  skiing,  fly- 
fishing; but  keeps  up  with  software, 
other  investments.  With  wife  gave 
$51.4  million  to  alma  mater.  "I  have 
an  ability  to  recognize  and  admire 
people  who  are  smarter  than  I  am." 


Patrick  George  Ryan 

Insurance.  Chicago.  55.  Married,  3 
sons.  Born  to  Milwaukee  Ford  dealer; 
Northwestern  football  scholarship. 
Thinking  six-figure  income,  sold  in- 
surance for  Penn  Mutual.  Then, 
1962,  the  idea:  sell  credit  life  insur- 
ance through  car  dealers  for  a  percent- 
age. Ryan  Insurance  revenues  $560 


million  1982;  merged  with  W.  Clem- 
ent Stone's  stagnating  Combined  In- 
ternational; Ryan  got  11%  (now  al- 
most 14%),  CEO  office.  Renamed  Aon 
Corp.  (Gaelic  for  "unity")  1987. 
Looks  to  expand  in  "niches,"  recently 
media  and  governmental  insurance. 
Also  acquired  200-year-old  European 
insurance  brokerage.  Family  man,  in- 
volved in  Chicago  charities  and  social 
scene,  owns  20%  Chicago  (football) 
Bears.  Stock,  etc.  worth  $410  million. 


William  Russell  Kelly 

Kelly  Services.  86.  Married,  1  son. 
British  Columbia  native;  father  inter- 
national oil  pioneer,  died  1928,  leav- 
ing 7  children,  no  estate.  Dropped 
out  of  U.  of  Pittsburgh.  Sold  cars; 
Army  fiscal  management  analyst 
WWII.  Saw  new  business  machines, 
believed  operators  would  be  needed. 
Moved  to  Detroit:  "I  thought  the 
automobile  business  would  require  a 
mass  of  paperwork,"  opened  Russell 
Kelly  Office  Ser\ices  1946.  Sent  out 
machines  and  stafi\,  then  businesses 
acquired  own  machines  and  needed 
just  the  "Kelly  Girls."  Took  public 
1962,  now  over  950  offices  world- 
wide, employed  over  550,000  temps 
last  year.  Adopted  son,  Terence  Ad- 
derley,  president  and  CEO,  has  $114 
million  in  stock.  Kelly's  stock  worth 
$410  million. 


Jerome  Spinel  Kobtbergjr. 

Leveraged  buyouts.  Mt.  Kisco,  N.Y. 
67.  Married,  4  children.  New  York- 
born  lawyer.  Harvard  M.B.A.  Left 
Bear,  Stearns  to  found  kkr  with  Kra- 
vis,  Roberts  (which  see):  bought  un- 
dervalued companies  using  massive 
debt,  motivated  managers  with  part 
ownership;  multiplied  value.  First  Big 
Board  buyout:  Houdaille  Industrics' 
$370  million,  1979.  First  $1  billion 
deal:  Wometco  1984.  Followed  by 
many  more.  "Patriarch,"  mentor  of 
firm.  Split  with  Kravis  et  al.:  in  1987 
opposed  hostile  takeovers,  believed 
prices  were  too  high.  Still  limited 
partner  in  some  kkr  deals  but  major 
source  for  anti-KKR  book.  The  Money 
Machine.,  Kohlberg's  lawsuit  for 
greater  share  profits  dropped  1990. 
Still  rich:  estimated  net  worth  $400 
million  or  more. 
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Jack  N.  Alandel 
Joseph  C.  Mandel 
Morton  L.  Mandel 

Premier  Industrial  Corp.  Brothers. 
Jack:  Shaker  Heights,  Ohio.  80.  Mar- 
ried, no  children.  Joseph:  Lyndhurst, 
Ohio.  78.  Married,  2  daughters.  Mor- 
ton: Shaker  Heights.  71.  Married,  3 
children;  dropped  out  of  college  at 
19.  Brothers  pooled  $900,  bought 
small  auto-parts  shop  from  uncle 
1940.  Found  market  niche  for  ob- 
scure auto  parts  to  low-volume,  high- 


paying  customers.  Went  public  1960. 
Bought  Newark  Electronics  1968, 
expanded  beyond  auto  parts.  Jack  and 
Joe  in  charge  of  marketing;  Morton, 
chairman  and  CEO.  "Find  a  need  and 
fill  it."  Customer  service  is  high  prior- 
it)';  95%  of  orders  shipped  within  24 
hours.  "We're  committed  to  qual- 
ity." Leading  nationwide  distributor 
electronic  components  and  mainte- 
nance products.  Charitable;  support- 
ed Cleveland  rejuvenation  projects. 
Combined  net  worth  of  3  brothers 
recendy  estimated  $1.2  billion. 


Patrick  Joseph  McGovem 

Publishing.  Nashua,  N.H.  55.  Di- 
vorced, remarried;  4  children.  Built 
machine  to  play  Tic-Tac-Toe  in  10th 
grade;  won  MIT  scholarship,  worked 
on  MIT  computer  magazine. 
Launched  International  Data  Group 
1964  as  computer  census  service. 
Started  flagship  publicadon  Compu- 
terworld  1967.  Now  more  than  185 
newspapers,  magazines  in  60  coun- 
tries, including  Russia;  related  infor- 


mation services.  Some  stock  sold  to 
employee  trust  (more  than  30%  so  far) 
"to  build  a  total,  common  family." 
Believes  in  letting  employees  have 
autonomy.  Consummate  salesman. 
Lives  modesdy,  flies  coach.  "Living 
ostentatiously  means  putting  other 
people  down."  Estimated  at  extreme-- 
ly  tactful  $400  million. 


Charles  Henry  Dyson 

Conglomerator.  nyc.  83.  Widowed, 
remarried;  4  children,  1  son  in  busi- 
ness. Price  Waterhouse  cpa,  decorat- 


Newlyweds  Ted 
Turner  and  Jane 
Fonda,  after  the 
December  ceremony 
"The  wedding  of 
the  year"  was  a  pri- 
vate affair — CNN 
was  not  invited. 
But  the  plighted 
troth  of  media 
magnate  and  ac- 
tress captured  at- 
tention. "We're 
both  happier," 
she  said. 


ed  WWII  colonel;  represented  Trea- 
sury Department  at  Bretton  Woods 
1944;  left  Textron  vp  post  1949,  felt 
it  was  diversifying  too  slowly. 
Launched  Dyson -Kissner  (now  Dy- 
son-Kissner-Moran)  with  former  col- 
league Franklin  Kissner  36  years  ago. 
Built  conglomerate  DKM,  which  has 
done  hundreds  of  deals  since.  Private 
companies  include  Core-Mark  Inter- 
national (food  distributor),  Kearny- 
National.  Public  holdings  in  Tech 
Sym,  Varlen  Corp.  Also  real  estate. 
With  family  owns  some  91%  of  in- 
communicative DKM,  which  may  be 
worth  $400  million  or  more. 


Charles  C.  Butt 

Supermarkets.  SanAntonio.  54.  Sin- 
gle. Baptist  grandmother  started 
small  grocery  Kerrville,  Tex.  1905; 
family  lived  upstairs.  Son  Howard  (d. 
1991)  renamed  H.E.  Butt  Grocery 
1944,  chairman  to  1984.  Today  h-e-b 
Foods.  Grandson  Charles  bagged 
groceries  age  8;  Wharton  1959.  H  h-b 
president  1971.  Among  largest  pri- 


vate U.S.  supermarket  chains  (1992 
sales,  $3.8  billion).  Also  video  stores. 
Successfijl  against  Kroger,  Albert- 
son's (which  see).  Sign  in  office:  "The 
price  to  stay  here  is  always  equal  to  or 
greater  than  the  price  you  paid  to  get 
here."  Demands  loyalty.  Interests: 
historic  preserv^ation,  sailing.  Owns 
100%,  worth  at  least  $400  million. 


Roy  Michael  Huffitigton 

Oil.  Houston,  Vienna.  74.  Married,  2 
children.  Geology  Ph.D.  Harvard; 
chief  Gulf  Coast  geologist  Humble 
Oil  (now  Exxon).  Abandoned  corpo- 
rate womb  to  prospect  oil  1956;  mod- 
erate success.  Indonesian  geolog)'  re- 
minded him  of  southern  Louisiana 
late  1960s.  Took  terms  majors 
wouldn't  accept;  huge  gusher  1972 
made  mere  17%  worthwhile.  Ac- 
quired downtown  Houston  real  es- 
tate 1980s.  Sold  to  Chinese  Petro- 
leum Corp.  1990  for  about  $600 
million.  Big  GOP  donor;  currentiy  am- 
bassador to  Austria.  On  diplomacy: 
"It's  no  different  than  what  I've  been 
doing  the  last  25  or  30  years."  Pushes 
Eastern  Europe  investment.  Plans 
eventual  return  to  business.  Estimated 
nest  egg  post-tax,  some  $400  million. 


Jack  Crawford  Taylor 

Enterprise  Rent-a-Car.  St.  Louis.  70. 
Divorced,  remarried;  2  children.  Col- 
lege dropout,  Na\7  fighter  pilot.  Car 
salesman,  then  sales  manager  for  Cad- 
illac dealer;  started  own  leasing  busi- 
ness with  financial  backing  from  boss; 
took  50%  pay  cut;  "If  I  failed,  I 
figured  I  could  always  do  something 
else."  Early  1960s  pioneered  insur- 
ance replacement  rentals  for  wrecked 
cars,  now  75%  of  his  rental  business. 
Avoids  large  players  at  brutally  com- 
petitive airports;  likes  residential 
areas;  emphasis  on  service:  "Here  are 
the  keys;  have  a  good  time."  Expand- 
ed nationally  1970s,  started  with 
South.  Sales  topped  $1  billion  1991. 
Son  Andy,  president,  forecasts  pres- 
ence in  all  major  cities  by  1994.  Jack's 
85%  estimated  $400  million  or  more. 


Marvin  Herb 

Soft    drink    bottling.  Chicago.    55. 

Married,   2   children.  Born   upstate 

N.Y.,  U.  of  Buffalo;  U.  of  Toledo 
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Le  Grand  Reveil. 
Ringing  in  a  golden  age. 


the  wheels  of  time 
have  been  rein- 
vented by  antoini 
lecoultre's 
successors.  the 
18k   cold 
"complication"  is 

A    MECHANICAL 
MASTERPIECE.    IT    IS 
THE    FIRST    AUTO- 
MATIC   WATCH    TO 
FEATURE    A    PER- 
PETUAL   CALENDAR, 
MOON    PHASE    DIS- 
PLAY   AND    ALARM 
COMPLETE    WITH 
BELL    AND    STRIKER. 
THE    BELL    IS    MADE 
OF    A    CHINESE 
BRONZE    ALLOY 
DATING    BACK    TO 
1500    B.C.    TO- 
GETHER   WITH    ITS 
PERPETUAL    CALEN- 
DAR.   PROGRAMMED 
UNTIL    2100    A.D.. 
IT    SHOULD    ENSURE 
THAT    WATCH 
LOVERS    ACTUALLY 
HEAR    MORE    OF 
THE    NEW    AGE 
THAN    THEY    SEE. 


<JAEGER-LEC0ULTRp> 


AN    INGENIOUS    IDEA 
FROM    THE    SWISS 
MASTER    WATCH- 
MAKERS   WITH    OVER 
150    YEARS    OF 
TRADITION:    THE 
MECHANICALLY    DRIVEN 
STRIKER    HITS    THE    BELL 
WITH    A    PURITY    OF 
TONE    THAT    WILL    SET 
THE    HEART    OF 
MANY    CONNOISSEUR 
AFLUTTER. 


PRINCESS  lEWELS,  BEVERLY  HILTON  HOTEL.  BEVERLY  HILLS,  CA  (310)  276-5556  •  JENSEN  8.  STERN.  351  LEADVILLE  AVE.  N.,  KETCHUM,  ID  (208)  726-2361 
SMART  JEWELERS,  3350  W.  DEVON  AVE..  LINCOI.NWOOD,  IL  (708)  673-6000  •  MAYORS,  OMNI  MALL,  MIAMI,  H  (305)  358-3800  •  TOURNEAU,  1 75 
WORTH  AVE.,  PALM  BEACH,  EL  (407)  832-881 2  •  HARDY  8.  HAYES.  ONE  OXFORD  CENTER.  PITTSBURGH,  PA  (412)  281-4344  •  SHAPUR,  245  POST  ST., 
SAN  FRANCISCO,  CA  (415)  392-1200 


FOR  FURTHER  INFORMATION  AND  A  COLOR   CATALOG.   PLEASE   CONTACT   JAEGER- LECOULTRE 
AT    1-SOO-JLC-TIME    OR    P.O.    BOX    1608.    'WINCHESTER.    VA    22604 
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M.B.A.  Bronx  plant  manager  for 
Pepsi-Cola;  president  Pepsi-Cola 
Bottling  of  Indianapolis  1972.  To 
Borden  later  that  year;  rose  to  presi- 
dent consumer  products  division. 
Saw  chance:  bought  Coke's  bottling 
operations  in  Indianapolis  and  Chica- 
go 1981;  now  Coke's  third-largest 
bottler — 80  million  cases  sold  in  5 
states.  In  Indy  and  Milwaukee,  trying 
to  recapture  market  from  Pepsi  he 
built  up  in  1970s.  Intensely  private; 
notoriously  tough  manager,  aggres- 
sive labor  negotiator.  Critical  of  dis- 
counting practices;  from  Beverage  In- 
dustry: "The  point  is  you  want  to  have 
profitable  growth,  not  just  growth." 
Estimated  worth  S400  million. 


Reginald  ¥,  Lewis 

LBOs.  NYC;  East  Hampton,  N.Y.;  Par- 
is. 49.  Married,  2  children.  Harvard 
Law  School  1968.  Arrived  Wall  Street 
1983  after  prestigious  law  career. 
With  $1  million,  $24  million  loan, 
bought  McCall  Pattern  Co.  1984. 
Netted  estimated  $80  million  on 
1987  sale.  Met  Mike  Milken.  Engi- 
neered 1987  buyout  ($985  million) 
from  Kohlberg  Kravis  Roberts  of  food 
giant  Beatrice  International.  Got  47% 
(since  increased  to  51%).  "One  man's 
greed  is  another  man's  incentive." 
Sales  now  over  $1.5  billion,  1991  net 
income  $51  million.  Active  in  Demo- 
cratic politics.  Francophile,  cigar  lov- 
er; collects  French  surrealists,  African - 
American  art.  "The  word  'no'  is  not 
in  his  vocabulary."  Net  worth  esti- 
mated $400  million  or  more. 


save  Houston  AM  station.  Oveta,  for- 
tune mostly  in  heirs'  names  but  con- 
trolled by  her,  estimated  $400  million 
or  more. 


Anne  Windfohr  Marion 

Inheritance.  Fort  Worth,  NYC  53.' 
Thrice  divorced,  remarried  (to  Soth- 
eby  Chairman  John  Marion);  1 
daughter.  Great-grandfather  Burk 
Burnett  began  famed  6666  ranch  as 
21 -year-old  cowboy  with  100  catde; 
eventually  amassed  448,000  acres, 
mostly  west  Texas;  later  discovered 
big  oil.  Left  Anne's  mom,  "Big 
Anne,"  heiress.  She  loved  weddings 


1987  Texaco -Pennzoil  case  (estimat- 
ed $420  million  fee,  pretax):  1,500 
calls  next  3  days;  now  ratio  of  cases 
accepted  1  in  300,  but  makes  room 
for  wealthy  friends.  Self-described 
"goddamned  good."  With  3  lawyers, 
4  assistants,  4  secretaries,  settlements 
1987-91  some  $73  million.  Big  time 
again  this  year:  partial  settlement 
Miniscribe  case;  over  $550  million 
awarded  to  investors  for  damages.  Joe 
says  he  made  over  $180  million  last 
year,  pretax.  Hands  out  $100  bills  to 
Houston  street  bums;  also  unpubli- 
cized  grants,  scholarships.  Estimated 
over  $400  million. 
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Circus  Circus  founders  William  Bennett  (top)  and  William  Pennington  with  Luxor 
Circus  Circus  is  building  this  pyramid-shaped  casino  hotel  on  the  Las  Vegas 
strip.  Bennett  is  also  pushing  a  $2  billion  casino  complex  in  Chicago. 


Oveta  Gulp  Hobby  and  family 

Media.  Houston.  87.  Widowed,  2 
children.  Daughter  of  state  represen- 
tative; Texas  House  parliamentarian 
age  20;  ran  for  legislature  age  25,  lost. 
Age  27,  wed  Houston  Post  publisher 
William  Hobby;  he  added  radio,  TV. 
Liberal  gop  fashion  plate,  first  hew 
secretary  under  Eisenhower  (second 
woman  at  Cabinet- level  post).  Son 
William  Jr.  Texas  lieutenant  gover- 
nor; daughter  Jessica  Catto  published 
Washington  Journalism  Review.  Set 
up  H&c  Communications  1979;  sold 
Post  1983  for  reported  $100  million, 
bought  Cowles  Broadcasting  1985. 
Looking  to  sell:  recent  bid  by  bank- 
rupt Young  Broadcasting  for  all  H&c 


as  much  as  oil,  married  4  times,  lastly 
to  Charles  Tandy,  founder  Tandy 
Corp.  But  kept  wells  pumping.  Inher- 
itance to  "Little  Anne,"  product  of 
second  marriage.  Little  Anne  keeps 
Burnett  traditions:  runs  things;  col- 
lects land,  oil  royalties,  art  and  hus- 
bands. Avid  hunter  quail  and  doves. 
Directs  Tandy  Foundation.  Estimat- 
ed worth  $400  million. 


Joseph  Dahfjantailjr. 

"Sore-back  lawyer."  Houston.  66. 
Married,  3  sons.  Started  district  attor- 
ney's office,  then  small  law  firm; 
formed  own  firm.  Got  rich  with 
"sore-back"  cases.  Far  richer  from 


John  Hammond  Krebbiel  Sr. 
and  family 

Molex,  Inc.  Lisle,  111.  86.  Widowed,  2 
sons.  With  father  John  Sr.  invented 
cheap  plastic  (Molex)  from  industrial 
waste.  Began  1938;  made  toy  guns, 
flowerpots,  etc.  Then,  plastic-based 
electrical  connector  1945;  enormous 
manufacturing  time-saver.  Became 
big  maker  small  electrical  devices  for 
industry,  computers,  telecom;  now 
buys  plastic  from  outside  suppliers. 
Successfijl  joint  venture  Japan  1968; 
Far  East  now  55%  of  sales.  Public 
since  1972.  Today  48  plants  in  20 
countries.    John   Sr.   still   chairman. 
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Sons  run  day-to-day.  John  Jr.:  55. 
President.  Fred:  51.  CEO.  "Our  phi- 
losophy from  the  beginning  was  to 
develop  proprietary  products."  Net 
worth  estimated  $400  million. 


Viola  Sammer 

Inheritance.  NYC.  71.  Widowed,  3 
children.  In  1940s  and  1950s  hus- 
band Sigmund  Sommer  built  small 
apartment  buildings  Brooklyn,  sin- 
gle-family homes  N.J.  By  mid-1970s 
shopping  malls,  huge  luxury  apart- 
ment buildings.  Owned  top  Thor- 
oughbred moneywinner  1971-72;  he 
died  of  heart  attack  at  racetrack  1979. 
Lawsuits  over  estate  claim  lawyers 
sold  real  estate  worth  $100  million  for 
$10  million,  took  huge  fees,  interest- 
free  loans.  Heirs  obliged  to  pay 
$430,000  legal  fees  to  attorney  they 
have  tried  to  fire  since  1989.  Appeals 
pending;  trial  set  for  early  1993. 
"This  is  not  a  personal  vendetta;  this 
is  business."  Viola  in  Racing  Hall  of 
Fame.  Fortune  may  exceed  $400  mil- 
lion, lawyers  or  no. 


Louis  Larnck  Ward 

Russell  Stover  Candies.  Kansas  City, 
Mo.  72.  Married,  3  children.  Stan- 
ford, Navy  WWII;  bought  small  paper 
box  company  1950.  One  customer, 
Russell  Stover:  "There  are  only  so 
many  ways  you  can  put  chocolate, 
butter,  cream,  eggs,  milk,  fruit  and 
nuts  together — the  real  competition 
is  in  packaging."  Bought  control 
Stover  1960  for  $7.5  million,  public 
same  year;  took  private  1981.  "Bot- 
tom-line businessman"  relied  on 
point  of  sale,  word  of  mouth.  Plus 
quality,  attractive  packaging,  modern 
plants,  low-cost  labor.  Now  largest 
boxed-candy  producer.  Plays  cowboy 
on  Montana  ranch.  "Keep  going  for- 
ward, but  keep  your  eye  on  the  com- 
pany in  the  rearview  mirror."  Foot  on 
accelerator,  estimated  $400  million. 


Lawrence  Fisher 
Zacbary  Fisher 
andfantilies' 

Brothers.  Real  estate.  NYC.  Larry,  82. 
Zachary,  81.  Both  married,  1  child 
each;  third-generation  New  York  real 
estate  family.  Larry:  "We've  been  in 
business  for  over  100  years."  Larry 


and  Zack  started  buying  in  Philadel- 
phia 1926,  got  bank  building;  then 
Queens  apartments,  nyc  over  next  20 
years.  Built,  ran  prime  midtown  office 
towers  1960s.  Now  near  7  million  sq. 
ft.  in  5  class  A  buildings,  including 
Burroughs  Bldg.,  Burlington  House, 
Park  Ave.  Plaza,  all  nyc.  Willing  to 
wait  years  for  perfect  location.  Larry: 
"A  sensible  company  does  not  build 
just  because  the  bank  will  loan  the 
money."  In  1980s  started  moving 
excess  cash  into  stock  market:  pocket- 
ed about  $60  million  from  runs  on 
Disney,  CBS;  today  firm's  top  execu- 
tives have  Quotrons  on  desks.  Larry 
N.Y.  Yankees  fanatic.  "I'm  not  the 
kind  of  guy  who  likes  to  see  his  name 
in  the  newspapers."  Depending  on 
stock  portfolio,  brothers  and  families 
worth  at  least  $800  million. 


Guilford  Glazer 

Real  estate.  Beverly  Hills.  71.  Di- 
vorced, remarried;  2  children. 
Worked  in  father's  welding  shop 
Knoxville,  Tenn.;  expanded  family 
business;  launched  building  career 
1950  with  apartment  house  for  wid- 
owed mother.  Shopping  center  1954 
Oak  Ridge,  Tenn.,  sold  1989  for  $45 
million.  Moved  to  Los  Angeles  for 
climate;  opened  largest  U.S.  retail 
mall,  la's  Del  Amo  Fashion  Center,  3 
million  sq.  ft.,  1971 ;  also  office  build- 
ings Atlanta,  Boston.  "The  way  a 
businessman  works  is  that  he  takes  a 
deep  breath  and  jumps  into  the  river 
and  believes  he  will  swim  to  the  other 
side  because  he  must."  Built  Israeli 
community  center  with  buddy  Ar- 
mand  Hammer;  adviser  to  Israeli 
prime  ministers.  Estimated  net  worth 
$400  million. 


Robert  Alfred  Lurie 

Real  estate,  inheritance.  SF.  63.  Di- 
vorced, remarried;  4  children,  2 
adopted  stepchildren.  Son  of  Louis  R. 
Lurie  (d.  1972),  colorftil  real  estate, 
entertainment  wheeler-dealer  who 
purchased  $  1 ,000  printing  firm  at  age 
14  in  Pacific  Northwest.  Went  on  to 
build  300  buildings  Chicago,  SF;  pro- 
duced Broadway  hits  (South  Pacific, 
West  Side  Story),  movies  (Tarzan). 
Introverted,  cigar-chomping  son  Bob 
inherited:  conservative  caretaker;  es- 
chews debt,  acquisitions.  Purchased 


beloved  SF  (baseball)  Giants  1976; 
hopes  for  new  stadium  quashed  in  SF 
community  vote  1989;  also  rebuffed 
in  San  Jose.  Gave  up,  now  seeking 
approval  for  sale  of  team  to  Florida 
group.  Real  estate  weak.  Estimated 
$400  million  or  more. 


Gary  Campbell  Comer 

Lands'  End.  Chicago.  64.  Married,  2 
children.  Award-winning  copywriter 
Young  &  Rubicam  while  in  early  20s 
(1952).  "I  wanted  to  be  a  reporter, 
but  the  Chicago  Daily  News  turned 
me  down."  Continued  sailing  in  spare 
time;  competed  in  1968  Olympic  tri- 
als. In  1963  started  Lands'  End,  mail- 
order catalog  for  sailing  supplies,  ac- 
cessories. In  1970s  diversified  into 
casual  clothing,  luggage,  meeting 
customer  demand;  extremely  success- 
ful. By  1977,  dropped  sailing.  By 
1983,  dressier  clothing.  Dropped 
1986.  "It  was  developing  into  this 
fashion  business  and  I  knew  I  didn't 
want  that."  Went  public  1986.  Co- 
mer's stock  recently  worth  $400  mil- 
lion. "What  is  best  for  our  customers 
is  best  for  all  of  us  at  Lands'  End." 


Alexander  Gus  Spanos 

Real  estate.  Stockton,  Calif  69.  Mar- 
ried, 4  children.  Rough  childhood  in 
father's  bakery:  frequently  beaten. 
Started  catering  company  selling 
sandwiches  to  migrant  farm  workers 
1956  with  $800  bank  loan.  First 
apartments  bought  as  tax  shelter; 
such  good  business  built  his  own 
starting  1961 .  A.G.  Spanos  Construc- 
tion became  land  developer,  built 
over  60,000  apartments  across  Sun- 
belt. "You  don't  find  me  in  cold 
climates."  Now  slumping  with  real 
estate,  construction  industries;  ex- 
pects rebound  with  e  :onomy.  Owns 
81%  San  Diego  (football)  Chargers. 
Old  dance  routine  with  golf  pal  Bob 
Hope  still  remembered.  Net  worth 
estimated  $400  million.  "The  day 
I'm  satisfied,  they  can  bury  me." 


Adolpb  Alfred  Taubman 

Shopping  centers.  Bloomfield  Hills, 
Mich.,  NYC.  67.  Divorced,  remarried; 
3  children.  Son  of  Detroit  home 
builder,  college  dropout.  Got  $5,000 
loan  1950,  developed  shopping  cen- 
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ter,  built  more.  Large  regional  malls 
1960s.  Perfectionist  with  stringent 
leases,  store -design  demands:  seeks  to 
create  selling  environment.  Made 
$150  million  from  Irvine  Ranch 
buyout  1977-83  (see  Bren);  white 
knight  Sotheby's  1983.  Hurt  by  busi- 
ness decisions:  took  $600  million- 
loan  from  GM  1985;  never  refinanced 
GM  out;  it  now  wants  blood  when  real 
estate,  retailing  are  down,  banks 
Stone -faced.  Seeking  to  take  reit 
public,  retain  operating  control.  But 
GM  will  remain  Big  Brother.  May  still 
be  worth  over  $400  million. 


Bella  CabakofWexner 

The  Limited,  Inc.  Columbus,  Ohio. 
Near  80.  Widowed,  2  children. 
Mother  of  Leslie  Wexner  (which  see), 
builder  of  vast  women's  apparel  em- 
pire. Bella,  buyer  for  the  Lazarus 
stores,  married  Russian  immigrant 
Harry  Wexner  (d.  1975),  who  at  13 
worked  in  tin-can  factory.  Together 
opened  women's  clothing  store. 
Joined  son's  store  when  his  idea,  spe- 
cialized retailing,  boomed.  Director, 
company  secretary  and  adviser  to  Les- 
lie. Description:  "Instantly  acquired 
czarina  majesty."  Attributed  philoso- 
phy: "You  can  do  it,  we  can  do  it, 
everything  will  be  perfect."  Peach- 
colored  office  is  down  the  hall  from 
son.  Leslie:  "1  regret  that  my  father 
never  lived  to  see  it."  Bella's  Limited 
shares  recently  worth  fairly  perfect 
$395  million. 


Clemmie  Dixon  Spanglerjr. 
andfamUy 

Investments.  Chapel  Hill,  N.C.  60. 
Married,  2  daughters.  Father  left 
farm,  started  construction  company, 
built  motels,  apartments;  helped 
found  bank  that  foundered.  "Dick" 
Jr.  helped  restore;  bought  out  by 
NCNB  1982.  Bought  more  ncnb 
shares  (now  NationsBank,  has  over  8 
million  shares;  wife  a  director).  Devel- 
oped Golden  Eagle  motel  chain,  sold 
off  1970s,  1980s.  Proceeds  used  to 
buy  2  million  rjr  shares  before  1989 
buyout  by  KKR.  Not  all  business — 
now  president  140,000-student  U.  of 
North  Carolina  system:  "Best  job  in 
North  Carolina."  Picked  up  a  chunk 
of  Jefferson -Pilot.  Repairs  antique 
English    grandfather    clocks;    back- 


packs summers  in  Rocky  Mountains. 
Stock,  etc.,  worth  $390  million. 


Richard  Rainwater 

Investments.  Fort  Worth.  48.  Di- 
vorced, remarried;  3  children.  Son  of 
Lebanese  wholesaler.  Math  major  U. 
of  Texas;  M.B.A.  Stanford,  where  met 
up  with  Sid  Bass  (which  see).  Joined 
Sid  to  run  $50  million  Bass  family 
fortune  1970.  Successful.  Left  1986 
to  run  own  sizable  portfolio:  health 
care,  oil,  real  estate.  Interest  in  Hospi- 
tal Corp.  of  America,  cofounded  Co- 
lumbia Hospital  Corp.  Still  holding 
Energy  Service  Corp.,  Penrod  Drill- 
ing. "I've  played  as  many  positions  in 
the  investment  world  as  there  are  to 
play."  Diverse  tastes:  venture  capital, 
equities,  LBOs,  interest  rates.  With 
kids,  holds  over  10%  interest  Texas 
(baseball)  Rangers.  Net  worth  esti- 
mated $390  miUion. 


Craig  O.  McCam 
John  Elroy  McCawJr. 
Keith  W.  McCaw 
Bruce  H.  McCaw 

Brothers.  McCaw  Cellular  Commu- 
nications. Centralia,  Wash.  Father 
John  Elroy  McCaw  radio,  TV  pioneer 
in  Northwest.  Died  1969,  company 
mired  in  debt;  paid  off  by  selling 
everything  but  cable  TV  system.  Craig 
took  over  while  studying  at  Stanford. 
Envisioned  day  when  ever^'one  would 
carry  personal  phone.  Formed  part 
nership  to  raise  cash  for  rapid  expan- 
sion. Sold  cable  interests  to  Jack  Kent 
Cooke  (which  see)  for  $755  million 
1987.  Major  backer:  Affiliated  Publi- 
cations (see  Jordan,  Taylor  families). 
Went  public,  bet  ranch  on  cellular; 
leveraged  company  into  biggest  in 
nation  (1991  revenues,  $1.4  billion). 
Acquired  UN  Broadcasting  after  1990 
bidding  war,  more  debt;  picked  up 
more  major  markets  to  further  Craig's 
dream  of  "single  integrated  national 
nersvork  known  as  Cellular  One." 
Craig:  chairman,  CHO.  Bellevuc, 
Wash.  43.  Married,  no  children. 
John:  director,  executive  vp.  Seattle. 
41.  Divorced,  3  children.  Bruce:  di- 
rector. Seattle.  46.  Single.  Keith:  no 
longer  director,  still  major  stockhold 
er.  Seattle.  39.  Married,  1  child. 
Brothers  worth  estimated  $1.3  bil 
lion;  Craig  alone  holds  $390  million. 
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Susan  Pacheco-Baker, 
Ford  Mechanical  Engineer 


Because  our  employees 
are  customers  too,  they 
want  ttie  same  thing  in  a  car 
or  truck  as  you  do.  So  at 
Ford  Motor  Company  we 
encourage  everyone,  in 
every  area  of  the  company, 
to  share  their  ideas.  And  it's 
this  kind  of  thinking  that  has 
resulted  in  vehicles  like  our 
Ford  Explorer  having  one 
of  the  highest  customer 
satisfaction  ratings  in  the 
industry.  People  know  a 
good  idea  when  they  see  it. 
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OVER  $265,000,000 


Dewayne  B.  Reinbart 

Wholesale  food.  La  Crosse,  Wis.  72. 
Married,  4  children.  College  inter- 
rupted by  WWII  Army  Air  Corps. 
Postwar,  sales  manager  wholesale 
grocer.  With  partner,  picked  up  tiny 
$3  million  (sales)  Gateway  Foods, 
wholesale  distributor,  1956.  Expand- 
ed, bought  out  partner  1979.  Stayed 
private,  safe  from  takeovers,  stock- 
holder pressures.  Built  to  $2.3  billion 
sales.  Sold  Gateway  1989  to  Scrivner 
for  estimated  S3 00  million  aftertax 
profit.  With  children,  still  has  busi- 
nesses to  tend:  Reinhart  Institutional 
Foods,  Reinhart  Investments,  real  es- 
tate. Co-owner  La  Crosse  Catbirds  of 
Continental  Basketball  League. 
Quick-tempered;  difficult  to  work 
for.  "La  Crosse's  900-pound  goril- 
la." Net  worth  estimated  around 
$390  million. 


Richard  Alexander  Manoqgian 

Masco.  Grosse  Pointe  Farms,  Mich. 
56.  Married,  3  children.  Armenian 
immigrant  father  Alex  founded  screw 
company  1929,  went  public  1936. 
Invented  one -handle  Delta  faucet 
1954;  led  to  family  fortune.  Now  91, 
stock  going  to  family,  worth  SI 60 
million.  After  Yale,  Richard  guided 
company  through  diversification  into 
other  metalworking  fields;  acquired 
about  100  companies,  starting  early 
1960s.  Spun  off  Masco  Industries 
(commercial  products)  from  Masco 
Corp.  (consumer  products)  1984. 
Since  1986  has  acquired  10  furniture 
firms — now  8%  of  U.S.  fiirniture  mar- 
ket. Major  art  collector,  well  over 
1,000  paintings,  mostly  19th-century 
American.  Stock,  art,  other  assets 
worth  $380  million. 


Anne  Catherine  Getty  Earbart 
Claire  Eugenia  Getty  Perty 
Caroline  Marie  Getty 

Daughters  of  George  Getty  (d. 
1973),  son  of  renowned  oilman  Jean 
Paul  Getty;  collectively  known  as 
"Georgettes"  by  family.  Inheritance. 
Anne:  Laguna  Beach,  Calif.  40.  Mar- 
ried, 2  children.  Began  squabble  over 
half-uncle  Gordon's  (which  see)  con- 
trol of  Sarah  C.  Getty  Trust,  then 
backbone  of  Gett)'  family  fortune; 


also  disliked  handling  of  Getty  Oil; 
married  to  former  Peace  Corps  volun- 
teer. Claire:  38.  San  Francisco  Bay 
area.  Also  married  to  former  Peace 
Corps  man;  4  sons.  Amid  initial  Get- 
ty-Pennzoil  deal,  petitioned  Califor- 
nia judge,  got  temporary  restraining 
order  that  gave  Bruce  Wasserstein. 
chance  to  bring  in  Texaco;  resulted  in 
Getty  Oil  sale.  Caroline:  35 .  San  Fran- 
cisco. Single.  Active  in  preserving 
wildlife,  environment.  All  very  pri- 
vate. Combined  share  of  Gtxxy  for- 
tune estimated  $1.14  billion. 


Robert  Drayton  McLaneJr. 

Food  wholesaling.  Temple,  Tex.  56. 
Married,  2  sons.  Grandfather  opened 
grocery^  store  1894;  began  wholesal- 
ing 1903.  Drayton  Jr.  took  over 
1965.  Expanded.  Entered  computer 
age  1962;  kept  costs  down,  built  first 
nationwide  system.  Now  14  distribu- 
tion centers;  more  being  added.  Sold 
McLane  Co.  to  longtime  friend  Sam 
Walton  (see  heirs)  for  5.6  million  Wal- 
Mart  shares,  cash,  1990.  "It  made  a 
lot  of  sense  .  .  .  they  are  moving  to 
stock  more  groceries."  Still  chairman, 
CEO.  Recendy  bought  Houston 
(baseball)  Astros,  master  lease  of  As- 
trodome. Gave  up  golf  for  tennis:  golf 
takes  too  long.  Workaholic.  Active  in 
Baptist  church.  "I  get  discouraged 
when  the  sun  goes  down."  Estimated 
net  worth,  $380  million. 

* 
LeonLevine 

Family  Dollar  Stores.  Charlotte,  N.C. 
55.  Married,  3  children.  At  13,  aftier 
father's  death,  helped  mother  run  lo- 
cal department  store  North  Carolina. 
College  dropout.  Opened  first  Family 
Dollar  Store  age  21  with  $3,000  per- 
sonal investment.  "I  felt  my  talents 
were  greater  than  spending  30  min- 
utes selling  a  $50  suit."  Expanded  to 
buy  in  volume;  specialized  in  close- 
outs,  overruns.  Sold  at  deep  dis- 
count, mainly  to  low-,  middle-in- 
come rural  families.  Went  public 
1970.  Now  nearly  1,900  discount 
stores  in  31  states  and  D.C.,  primari- 
ly eastern  half  of  U.S.  "We  run  a  tight 
ship  and  keep  the  business  simple." 
Sales  (1991)  of  clothes,  household 
goods  over  $950  million.  Levine's 
stock,  other  assets,  recently  worth 
estimated  $380  million. 


Clarence  Scbarbauerjr. 

Inheritance,  oil.  Midland,  Tex.  67. 
Married,  4  children.  Family  moved 
fi-om  NYC,  setded  in  Midland  1889; 
father  became  leading  citizen — built 
the  hotel,  ran  the  bank.  Also  rancher, 
bought  up  thousands  of  acres  Gold- 
smith Field  to  feed  catde.  Land 
turned  out  to  be  in  one  of  the  richest 
U.S.  oil  provinces — the  Permian  Ba- 
sin. First  strike  1935;  has  produced 
more  than  900  million  barrels  of 
crude  to  date.  Clarence  Jr.  one  of  the 
most  powerfiil  men  in  Midland,  oil 
capital  west  Texas.  Doesn't  drill,  just 
collects  millions  in  royalties.  Ver\'  pri- 
vate. Tends  to  horses,  including  1987 
Kentuck\'  Derby  winner  Alysheba. 
Estimated  worth  over  $375  million, 
depending  on  use  put  to  cash  flow. 


Bernard  F.  Brennan 

Montgomery  Ward.  Winnetka,  111. 
54.  Married,  3  children.  Middle-class 
from  Oak  Park,  111.  Dad  and  uncles 
Sears  employees.  Joined  older  broth- 
er Edward  at  Sears  1964;  Ed  now 
chairman.  Quit  1976  for  small  Fla. 
retailing  distributor;  elbowed  aside 
founder  1979.  Reputation  as  "hard- 
driving,  decisive,  excellent  retailing 
executive."  Head  of  store  operations 
at  faltering  Montgomery  Ward  1982, 
left:  1983  afi:er  clash  with  boss.  Next, 
CEO  Household  Merchandising.  Back 
to  Ward,  languishing  under  Mobil 
Oil,  1985.  CEO,  later  chairman.  Turn- 
around: cut  costs,  redesigned  stores, 
tripled  profits.  Led  $3.8  billion  lbo 
witii  GE  Capital  1988.  His  30%  esti- 
mated $375  million;  iRS  reportedly 
wants  $67  million. 


Walter  Herbert  Shorenstein 

Real  estate.  SF.  77.  Married;  1  daugh- 
ter, 1  son.  Son  of  Long  Island  cloth- 
ier; WWII  Air  Force.  Real  estate  bro- 
ker at  sf's  Milton  Meyer  &  Co.  1946; 
partner  1951;  bought  company  1960 
after  founder's  death.  Now  major 
player  SF  real  estate:  partnerships  in  5 
million  sq.  ft.  some  older  and  new  SF 
office  buildings;  manages  others. 
Bought  famous  Bank  of  America 
building  1985  for  $660  million  (al- 
most all  debt);  saved  from  losses  by 
Bank  of  America  buyback;  still  owns 
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half.  Also  buildings  in  nyc,  Kansas 
City,  Houston,  la,  etc.  Big  Demo- 
cratic fundraiser:  "I  think  Clinton 
squeaks  through."  Son  Douglas  cur- 
rendy  president,  heir  apparent.  Debt, 
other  than  Bank  of  America  deal, 
lower  than  previously  feared;  net 
worth  now  estimated  $375  million. 


Johnnie  Bryan  Hunt 

J.B.  Hunt  Transport  Services,  Inc. 
Goshen,  Ark.  65.  Married,  2  children. 
Dropped  out  of  school  age  12  to  help 


support  family.  Worked  in  uncle's 
sawmill.  Later,  truck  driver.  Got  pros- 
perous on  chicken  litter  plant  idea: 
use  discarded  rice  hulls  for  poultry 
litter.  Bought  small  trucker  1969  as 
sideline.  Boomed  with  deregulation 
in  1980;  grabbed  business  from 
unionized  competitors.  Sold  chicken 
litter  business  1983.  "You've  got  to 
be  kind  of- a  rare  cat  to  be  in  the 
trucking  business."  Today  company 
has  about  6,000  tractors  and  15,000 
trailers  and  grosses  over  $700  million 
in  sales.  Treats  drivers  well;  reaps  effi- 
ciency. Rides  horse  daily  on  nearby 
catde  ranch.  Owns  45.1%  of  stock, 
recendy  worth  $375  million. 


Seymour  Cobn 

Real  estate.  Palm  Beach  County,  Fla. 
82.  Widowed,  2  children.  Great- 
grandparents  left  Germany,  settied 


NYC  1860s.  Dabbled  in  real  estate, 
found  familial  calling.  Seymour  quit 
Rutgers,  joined  uncle's  firm  1931, 
rented  space  in  fish  district.  Persuaded 
kid  brother  Sylvan  Lawrence  to  join 
him  in  new  firm  1946.  Took  chances; 
scrambled,  saved  commissions, 
bought  properties;  parlayed  into  low- 
er Manhattan's  largest,  if  unglamor- 
ous,  real  estate  empire:  about  12  mil- 
lion sq.  ft.  office  space  at  peak.  Suave 
Sylvan  directed  firm  until  death  in 
1981;  many  holdings  later  sold  for 
$800  million.  Current  properties  lit- 
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Barbara  Piasecka  Johnson 
In  1990  she  paid  $15  million  for  the 
Badminton  cabinet,  making  it  then  the 
world's  most  expensive  piece  of  furni- 
ture. This  year  the  U.K.  finally  allowed  it  to 
be  shipped  to  her  in  New  Jersey. 


tie  or  no  debt.  Seymour's  half  of 
fortune  recentiy  estimated  at  $375 
million. 


JaneB.  Engelhard 

Inheritance.  Far  Hills,  N.J.  74.  Twice 
widowed,  5  daughters.  Left  war-torn 
Europe  for  Buenos  Aires  with  "noth- 
ing but  our  passports  and  our  person- 
al belongings."  French-educated. 
Second  husband,  "Platinum  King" 
Charles  Engelhard  Jr.,  built  $300  mil- 
lion estate  from  precious  metals  busi- 
ness; pals  with  007  writer  Ian  Flem- 
ing, was  prototype  for  Goldfinger 
character.  With  Jane,  jet-setted  be- 
tween numerous  houses  worldwide; 
Charles  died  1971.  Jane  retired  so- 
cialite, entertains  discreetiy  at  172- 
acre  Cragwood,  a  Far  Hills,  N.J.  es- 
Lc^e.  Collects  rare  books,  documents, 
owns  original  proclamation  of  Louisi- 


ana Purchase,  signed  by  Thomas  Jef- 
ferson. Very  quiet.  Fortune,  prudent- 
ly invested,  could  easily  exceed  $375 
million  by  now. 


Lewis  Robert  Wassemuin 

MCA.  Palm  Springs  and  Beverly  Hills. 
79.  Married,  1  daughter.  Pushed  can- 
dy in  Cleveland  movie  theater, 
brought  to  Chicago  for  Jules  Stein's 
(d.  1981)  Music  Corp.  of  America 
1936.  President  1946  at  33;  handled 
stars  like  Jimmy  Stewart,  Alfred 
Hitchcock;  also  Ronald  Reagan. 
Brought  dark  suits,  dark  ties  and 
Black  Tower  to  Hollywood.  Acquired 
Universal  Studios  1962,  dropped  tal- 
ent agency  after  Justice  Department 
antitrust  investigation:  "It  was  a  use- 
less, unwarranted  act."  Turned  down 
LBJ  offer  of  Secretary  of  Commerce 
1965.  Later  picked  up  Geffen  Rec- 
ords, 49%  of  Cineplex  Odeon.  mca 
purchased  by  Japanese  giant  Matsu- 
shita Electric  1991.  Merger  deal 
worth  estimated  $370  million  to  Lew. 


Eu£fenePmd  (J.  Paul  Jr.)  Getty 

Inheritance.  London.  60.  Divorced, 
widowed;  4  children  with  first  wife,  1 
by  second.  Third  son  of  late  oil  baron 
Jean  Paul  Getty  (see  Gordon  Getty). 
Ran  Getty  Oil  Italian  operations. 
Then  got  into  Sixties  counterculture, 
drugs.  Divorced  1965,  married 
Dutch  actress  1966.  Series  of  misfor- 
tunes: couple  became  addicts,  she 
died  of  heroin  overdose  1971.  Their 
son  Tara  Gabriel  Galaxy  Gramaphone 
Getty,  now  24.  Namesake  son  from 
first  marriage  kidnapped  1973,  ear 
cut  off"  before  grandfather  would  pay 
ransom:  now  blind,  paralyzed  from 
1981  drug  overdose.  Court  forced  J. 
Paul  Jr.  to  pay  doctor  bills.  Now  a 
recluse.  His  share  of  Getty  family 
fortune  estimated  $370  million. 


Howard  Bri0bton  Keck 
William  Myron  Keck  II 

Superior  Oil  Co.  Descendants  of  Wil- 
liam M;  Keck  Sr.,  legendary  wildcat- 
ter known  to  taste-test  core  samples; 
founded  Superior  Oil  1921.  Pio- 
neered offshore  drilling  in  Venezuela, 
Louisiana.  Became  largest  indepen- 
dent with  record  drilling,  huge  re- 
serves.   Sons   Howard,   William   Jr. 
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T.  Rowe  Price  International  Steele  Fund  has  outperformed  the  Lipper 
average  for  all  international  funds  for  the  past  1,  5,  and  10  years.*  It  invests  in 
estabhshed  foreign  companies  to  enhance  your  return  potential  and  diversify 
your  investments. 

Call  f er  a  free  repert.  Our  report  on  international  investing  discusses 
factors  you  should  consider  when  in- 
vesting overseas,  including  currency 
fluctuations  and  other  special  risks. 

$2,500  minimum.  ($1,000  for  IRAs). 
No  sales  charges. 


r. 


Call  24  heure  fer  a  free  repert 

The  Basics  Oi 

Intemattonal  Investing 

1-800-541-6628 


ISF016269 


T.  Rowe  Price,  100  E.  Pratt  St. 
Baltimore,  MD  2 1202 
Request  The  Basics  Of  Inter- 
national Investing  report,  and 
aprospectus  with  more  complete 
information,  including  manage- 
ment fees  and  other  charts  and 
expenses.  Read  the  prospectus  carefully 
before  you  invest  or  send  money. 


Invest  With  Confidence 

TRoweftice 


•Average  annual  total  returns  for  the  1-,  5-.  and  10-year  periods  ended  6/30/92  are  13.5%,  7.0%,  and  19  4%  for  International 
Stock  Fund,  and  9.7%,  4.7%,  and  1 6.8%  for  all  international  funds,  according  to  Lipper  Analytical  Services,  Inc.  Figures  include 
changes  in  principal  value,  reinvested  dividends,  and  capital  gain  distributions.  Investment  return  and  principal  value  w/ill  vary, 
and  shares  may  be  vjorXl)  more  or  less  at  redemption  than  at  original  purchase.  Total  return  represents  past  performance  and 
cannot  guarantee  future  results.  T.  Rowe  Price  Investment  Sen/ices,  Inc.,  Distributor 
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grew  up  bitter  rivals,  fought  to  suc- 
ceed father.  WiUiam  Sr.  (d.  1964) 
tried  to  sell  1959,  failed;  chose  How- . 
ard  over  namesake,  who  died  1982. 
Howard  led  company  through  ill- 
fated  mining,  timber,  farming  diversi- 
fications, turned  back  to  oil  1976. 
Uncommunicative,  he  alienated  sib- 
Ungs  and  hand-picked  directors 
alike;  forced  off  board  during  1983 
proxy  fight.  Upheaval  led  to  $5.7 
billion  Mobil  buyout  1984.  How- 
ard: LA.  79.  Heads  Keck  Founda- 
tion; financed  $70  million  Keck  Ob- 
servatory atop  Hawaiian  volcano. 
Estimated  worth  $370  miUion.  Wil- 
liam 11  (William  Jr.'s  heir):  LA.  50. 
Runs  Coalinga  oil  company.  Be- 
lieved worth  $270  million. 


Max  Mjortin  Fisher 

OU.  FrankUn,  Mich,  et  al.  84.  Wid- 
owed; remarried,  5  children.  Son  of 
Russian  immigrant  peddler  who  built 
small  oil  reclamation  plant.  Ohio 
State  1930.  Started  as  $15-per-week 
salesman.  When  plant  burned  down 
1932,  approached  gas  brokers  to  fi- 
nance new  refinery.  "1  guess  1  must 
have  hoodwinked  them."  Built  up. 
Offered  premium  price  for  oil  late 
1930s.  During  VVWII,  oil  scarce, 
made  killing.  Sold  out  to  Marathon 
Oil  for  stock  1959;  Marathon  ten- 
dered to  U.S.  Steel  1982.  Real  estate; 
Sotheby's  stock.  Daughter  Mary  re- 
cendy  diagnosed  with  AIDS,  gave 
speech  at  Republican  National  Con- 
vention. Supports  GOP,  Israel,  Detroit 
revitalization.  "I  believe  1  have  an 
obligadon  as  an  American  citizen  to 
make  a  contribution."  Estimated 
$370  million. 


Susan  Thompson  Buffrtt 

Marriage.  San  Francisco,  Omaha.  60 
Married  to  Warren  Buffett  (which 
see):,  3  children.  Daughter  of  Omaha 
educator.  Her  parents  knew  War- 
ren's; met  Oracle  of  Omaha  while 
rooming  with  his  sister  at  Northwest- 
ern. He  dropped  in,  she  dropped  out; 
married  1952.  Heavily  involved  in 
civil  rights  movement;  her  husband 
quit  the  Right;  couple's  turn  to  Dem 
ocrats  "caused  a  great  commotion" 
in  family.  Heads  Buffett  Foundation: 
nuclear  disarmament,  family  plan- 
ning. Now  on  West  (Left)  Coast,  sees 
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"WHEN  A  HOTEL  DOESN'T 

MEASURE  UI^  INSTEAD  OF  FIRING  THE 

MANAGER, WE  FIRE  THE  HOTEL." 


We  admit  it's  not  standard 
operating  procedure  at  the 
major  hotel  chains. 

But  then  Preferred 
Hotels®  and  Resorts 
Worldwide  is  not  a  hotel 
chain. 

We're  an  association 
of  independent  hotels. 
It's  our  job  to  set 
and  maintain  the  highest 
possible  standards  for 
a  group  fii^^  of  the 

finest 
hotels 
and  resorts 
around 
the 
world.  We're 
very  strict  when 
it  comes  to 


our  stan- 
dards. And 
very  unfor- 
giving with 
member  hotels 
and  resorts  that  don't 
adhere  to  them. 

Admittedly  this  is  not 
an  attractive  concept  to  the 
great  majority  of  hotels. 

In  fact,  it's  enough 
to  keep  all  but  the  very 
best  from  applying.  Which 
perhaps  explains  why  in 
a  world  of  more  than 
300,000  hotels  and 
resorts,  at  present  only 
105  are  Preferred.  They 
represent  the  very  finest 
accommodations  available 
anywhere  at  any  price. 


Interestingly, 
they  are  not  necessarily 
the  most  expensive  hotels 
in  their  market. 

Ask  your  travel  agent 
if  there's  a  Preferred  hotel 
where  you  plan  to  visit. 

Or  if  you  would  like 
a  directory  listing  our  105 
current  members,  please 
call  us  at  1-800-447-5773. 


HoTELS^8f  Resorts 

"WcmoWiDE 


B1992  Preferred  Hotels*  &  Resorts  Worldwide.  All  rights  reserved. 
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Warren  each  month:  "It  works  well 
this  way.  She  sort  of  roams;  she's  a  free 
spirit."  Son:  "She  brought  [my  fa- 
ther] out  of  his  shell."  Her  Berkshire 
shares  worth  $370  million;  Warren 
says  he'll  leave  his  fortune  to  founda- 
tion she  runs. 


Jesse  Mack  Robinson 
andfamily 

Banking.  Atlanta.  69.  Married,  2 
daughters.  College  dropout,  used-car 
salesman,  built  chain  of  auto  finance 
companies.  Financed  Yves  St.  Laurent 
1960;  sold  1966  for  $1  million.  "One 
doesn't  always  keep  the  right  things." 
Bought  or  opened  22  banks,  often 
only  banks  around.  Acquired  interest 
Wachovia  Bank.  Mini-conglomera- 
tor:  lumber  mills,  insurance.  "I'm  just 
a  banker."  Heart  attack  1986 
prompted  slow  sale  of  businesses.  "I 
keep  changing  my  share  in  companies 
from  day  to  day."  Horse  breeder, 
golfer.  Hopes  daughters  will  succeed 
him;  recently  brought  in  son-in-law. 
"In  this  market,  who  knows  what  [the 
banking  interests]  are  worth.^"  Never- 
theless, fortune  conservatively  esti- 
mated some  $365  million. 


Harry  Howard  Holies 
Mary  Jane  Holies  Hardie 

Publishing.  Brother  and  sister;  chil- 
dren of  Raymond  C.  Holies  (d. 
1970),  $2/week  printer's  assistant, 
bought  Bucyrus  (Ohio)  Telegram- 
Forum  1927,  Santa  Ana  Register 
1935.  Used  papers  to  spread  libertar- 
ian philosophy;  opposed  taxes,  public 
schools,  etc.  Escaped  2  bombing  at- 
tempts. "The  kind  of  newspaper  that 
a  man  takes  has  a  lot  to  do  with  the 
kind  of  man  he  becomes."  Freedom 
Newspapers  now  25  dailies,  29  week- 
lies (sold  10  weeklies  to  Thomson 
Newspapers  1991),  5  T\'  stations. 
Chose  name  "because  freedom  will 
live  forever  and  the  Holies  name  will 
be  forgotten  in  a  short  time."  De- 
scendants doing  best  to  attain  obscu- 
rity'. Three  children  inherited;  son 
Clarence  headed  company;  his  1981 
death  led  to  family  squabble.  Harry: 
Colorado  Springs,  Colo.  76.  Married, 
3  children.  Sued  for  control  1982, 
offered  to  buy  outright  for  $1.01 
billion  1985.  Mar\'  Jane:  Mar\'sville, 
Calif.  70.  Married,  4  children.  Hus- 
band Robert  Hardie,  chairman.  Har- 


die family  and  Clarence  heirs  unwill- 
ing to  sell  or  split  up  chain.  Three 
branches  worth  estimated  $360  mil- 
lion each.  Company  president:  "No- 
body can  hate  each  other  the  way  a 
family  can." 


Richard  T.  Farmer 

Cintas  Corp.  Indian  Hill,  Ohio.  57. 
Married,  3  children,  8  grandchildren. 
Grandfather  started  industrial  rag- 
cleaning  business  during  the  Depres- 
sion. Richard:  Miami.  U.  of  Ohio 

1956.  U.S.  Marine  Corps;  Officer 
Candidate    School.    Joined    Cintas 

1957.  Took  over  1968.  Expanded 
into  workers'  uniforms,  idea  of  no- 
bother,  one-stop  service:  for  likes  of 
Delta  Air  Lines,  UPS,  local  car  repair 
shops.  "We  can  outfit  a  man  with  a 
crisp,  clean  uniform  that  we  own, 
that  we  clean  and  that  we  deliver 

...  for  less  money  than  it  costs  him 
to  have  a  cup  of  coffee  and  a  dough- 
nut ever\'  day."  Took  firm  public 
1983.  "Being  number  one  isn't  as 
important  as  having  20%  to  25%  of 
the  market.  That's  our  objective." 
Now  11.6%.  His  shares  recendy 
worth  $360  million. 
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The  Optical  Drive. 


POWERED  BY  The  Sony  Magneto  Optical  Disk  Drive  makes  a  sizeable  conhibufion  to  the 

media  world  by  storing  huge  amounts  of  data  in  a  small  amount  of  space — and 


MOTOROLA 


transferring  volumes  of  information  in  milliseconds. 


Motorola  and  Iht  ®  an  ngultnd  trademarks  of  Motorola,  Inc  All  brand  and  product  names  appearing  in  this  ad  are  registered  trademarks  or  trademarks  0/  their  mptclive  holders 
CJ992  Motorola  Inc.  All  rights  reserved. 


^Jlayton  Lee  Mathile 

'Pet  food.  Dayton,  Ohio.  51 .  Married, 
5  children.  Former  Campbell  Soup 
3uyer  hired  1970  by  Paul  lams,  ani- 
nal  nutritionist  turned  pet  food  mak- 
IV.  lams  wanted  successor;  Mathile 
running  operation  by  1975.  Bought 
Dut  lams  cheap  1982.  "He  got  a  real 
5weet  deal."  From  $16  million  sales 
to  over  $200  million  1991 .  Pioneered 
fast- growing  yuppie  puppy  food  mar- 
ket: sold  breeders  with  discounts, 
promise  of  smaller  stools,  better 
health  from  premium  product.  Re- 
sult: near  commodity  product  with 
margins  up  to  25%  pretax.  Claims  to 
be  man  with  high  ethics;  denies  de- 
scription as  "born  again"  Catholic 
who  runs  company  in  "Judeo-Chris- 
tian"  way.  Expanding  fast,  getting 
corporate.  Estimated  $360  million. 


Hii^h  Franklin  Culverhouse 

Real  estate,  banking,  sports.  Tampa. 

73.  Married,  2  children.  Son  of  coal 

; mining  engineer,  boxer  at  U.  of  Ala- 

;bama;  sparred  with  George  Wallace. 

iURS  prosecutor,  became  premier  tax 


attorney  Fla. — Richard  Nixon,  Bebe 
Rebozo  clients.  Bought  Palmer 
Ranch,  13,000  prime  Sarasota  acres, 
1970;  slowly  developing  since.  Sold 
half  to  what  is  now  Coast  Bank  1981, 
bought  Coast  Bank  1989  to  reacquire 
land.  Expected  to  sell  bank  at  profit, 
keep  Palmer.  Also  citrus  groves,  other 
housing  developments.  Owns  Tampa 
Bay  (football)  Buccaneers;  influential 
in  league,  but  no  longer  actively  run- 
ning team.  "1  want  to  take  some  time 
off  and  smell  the  roses."  Annual  Afri- 
ca hunting  safari  with  buddies.  For- 
tune estimated  $360  million. 


Alexis  Felix  du  Pont  Jr. 
Alice  Francis  du  Pont  Mills 
andfamilies 

Brother,  sister.  Children  of  A.  Felix 
du  Pont,  distant  cousin  to  Pierre, 
sided  with  him  in  family  split  1915 
(see  du  Pont  family)^  rewarded  with 
stake  in  family  holding  company 
Christiana  Securities;  died  1948.  A. 
Felix  Jr.:  Wilmington,  Del.  86.  Di- 
vorced, remarried;  3  children  by  first 
wife,  1  by  second.  Alice  (Mrs.  James 
Paul  Mills):  Middleburg,  Va.  79. 
Married,  3  children.  Each  branch  has 


trusts,  etc.,  believed  worth  $350  mil- 
lion or  more.  Also  third  branch:  wid- 
ow, children  of  brother  Richard,  not- 
ed pilot  killed  in  WWII  glider  crash. 
Widow  Allaire  successful  horse  breed- 
er; among  first  women  admitted  to 
Jockey  Club  1983. 


Charles  Allen  Jr. 
Herbert  Allen 
Herbert  Anthony  Allen 

Stock  market,  real  estate,  nyc.  Char- 
lie: 89.  Divorced,  remarried;  3  chil- 
dren by  first  wife.  Brother  Herbert: 
84.  Widowed,  remarried;  2  children. 
Charlie  considered  among  alltime 
canny  investors.  Raised  in  Manhattan 
cold-water  flat,  high  school  dropout. 
Wall  Street  runner  age  15;  with  2 
phones  and  $  1 ,000  started  bond  trad- 
ing age  19.  Herbert  joined  1928. 
Made  and  lost  first  million  by  1929. 
Herb's  shrewd  trading  kept  firm 
afloat  during  Depression.  Since 
1930s  investments  in  small,  unlikely, 
cheap  ventures  paid  off.  Charlie's 
most  famous  coup:  $1  million  into 
Syntex  late  1950s;  recendy  worth 
over  $400  million.  Invested  heavily 
with  big  shot  real  estate  developers 


TheR)cus. 


The  optical  disk  drive's  high  speed  read/write  mechanism  is  directed  by  Motorola's  lightning 
fast  DSP56001  chip.  From  disk  drives  to  cameras,  the  world's  most  innovative  products  are 
powered  by  Motorola. 
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Microprocessor  and  Memory  Technologies  Group 
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Edward  Gaylord  with  Minnie  Pearl  (center) 

and  Grand  Ole  Opry  stalwarts  Carol  Lee  Cooper,  Roy  Acuff  and  Hank  Snow 

He  took  his  Gaylord  Entertainment— which  includes  the  Grand  Ole  Opry,  Opryiand  USA  and  The  Nashville 

Network— public  last  October.  The  stock  proved  as  popular  as  the  music:  It's  up  about  50%  since  the  offering. 


A.A.  Taubman,  nyc's  Bernard  Men- 
dick,  Chicago's  Arthur  Rubloff;  most 
ventures  sold.  Herb's  son,  Herbert 
A.:  51.  Divorced,  remarried;  4  chil- 
dren. Joined  business  1962.  Against 
elders'  advice  bought  6%  Columbia 
Pictures  1973,  made  $40  million  sell- 
ing piece  to  Coca-Cola  1982,  $70 
million  more  selling  rest  to  Sony 
1989.  Allen  &  Co.  highly  secretive, 
entrepreneurial;  partners  bill  each 
other  for  time,  advice.  Spartan  offices, 
second-hand  furniture.  Major  stakes 
in  numerous  small  companies.  Aliens' 
shared  fortune  estimated  above  $1 
billion. 


Cyril  Warner  Jr. 
Jack  Brown 

Partners.  Oil,  investments.  Midland, 
Tex.  Wagner:  58.  Divorced,  remar- 
ried; 5  children.  Brown:  67.  Married, 
3  children.  Geologist  Wagner,  engi- 
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neer  Brown  formed  oil  and  gas  part- 
nership 1962.  Complementary  part- 
ners: built  oil  reserves,  predicted 
1980s  oil  collapse,  diversified  into 
plastics,  equipment.  With  T.  Boone 
Pickens  made  failed  Gulf  bid  1984: 
$70  million  profit.  Also  took  runs  at 
Unocal,  Phillips  Petroleum,  USG 
Corp.  "Brown  knows  a  good  deal 
when  he  sees  it.  Wagner  knows  how 
to  sell  it."  Bought  Insilco  Corp. 
1988  for  $813  million.  Now  in 
Chapter  1 1 ,  but  pair  appears  insulat- 
ed from  liabilities.  Back  to  oil  and 
gas.  With  Texas  drying  up  at  current 
prices,  thinking  globally:  exercising 
exploration  rights  Australia,  En- 
gland, Paris  Basin  (Paris,  France,  not 
Paris,  Tex.).  Want  outside  partners  to 
help  finance  drilling,  reduce  risk. 
Highly  secretive.  Brown  likes  sailing; 
Wagner  likes  golf  Joint  worth  esti- 
mated over  $700  million. 


John  ArriUa^a 
Richard  Taylor  Peery 

Partners.  Real  estate.  Palo  Alto,  Calif 
John:  54.  Married;  1  son,  1  daughter. 
Son  of  spud  farmer;  third-team  bas- 
ketball All -America  at  Stanford.  Brief 
stint  as  landscape  gardener,  then 
southern  Calif  real  estate  salesman. 
Richard:  52.  Married;  3  sons,  1 
daughter.  Son  of  Bank  of  America 
honcho;  Stanford  business  school, 
managed  dad's  ragtag  Bay  Area  real 
estate.  Impressed  by  John's  dealmak- 
ing  prowess,  teamed  up  1967.  John  is 
the  outside  man,  Richard  minds  the 
books.  Colleague:  "The  toughest 
businessmen  I've  ever  dealt  with." 
P^xpanded  on  easy  Bank  of  America 
financing.  Foresaw  Silicon  Valley, 
bought  fruit  farms  cheap;  now  more 
than  5  million  square  feet  R&n  space, 
thousands  of  acres  undeveloped  land 
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Bay  Area,  Sacramento.  Debt  extreme- 
ly low,  self-finance  many  projects. 
"It's  just  a  game  to  them."  John 
fanatic  gardener,  currently  landscap- 
ing 210-acre  Palo  Alto  dream  home 
(lakes,  redwood  forest,  sand  volley- 
ball court).  Dick  avid  outdoorsman, 
devout  Mormon.  Equal  shares  of  for- 
tune estimated  over  $700  million. 


John  Andreas  Catsimatidis 

Supermarkets,  oil  refining,  nyc.  44. 
Divorced,  remarried;  1  daughter. 
From  Greece  as  infant;  NYU  engineer- 
ing student.  Turned  around  cousin's 
ailing  grocery  store;  making  $30,000 
a  year  by  graduation.  Bought  grocery 
1970;  now  Manhattan's  Red  Apple 
chain,  includes  Gristede's,  Pantry 
Pride  in  south  Florida.  Bought  out  of 
bankruptcy  1986  United  Refining 
Co.,  Warren,  Pa.,  and  gas  station 
cum  convenience  stores.  Turned 
around;  now  big  part  of  fortune. 
"You  should  not  only  look  at  the 
numbers,  you  should  exercise  com- 
mon sense."  Plans  for  new  nyc  air- 
line, Capitol  Air  Express.  "You're 
better  off  being  lucky  than  smart,  and 
I  wish  I  were  a  litde  bit  smarter."  Flies 
company  jet.  Net  worth  estimated 
$350  million. 


Harty  Lehensfeld 

uis.  Inc.  NYC.  88.  Divorced,  1  daugh- 
ter. Grew  up  Brooklyn.  High  school 
dropout,  joined  father's  furniture 
company.  Began  uis  1945  with  pur- 
chase of  small  desk  manufacturing 
company  Shelbyville,  Ind.  Bought 
more  small  companies  with  growth 
potential.  Eventually  assembled  17, 
some  turnarounds — Necco  wafers, 
window  manufacturer,  auto  parts — 
but  claims  preference  for  keeping 
management:  "If  something  seems  to 
work,  it  rnakes  sense  to  keep  on  doing 
it."  Revenues  1991  estimated  $630 
million.  Still  chairman,  CEO.  Very  lean 
operation:  1 5  employees  in  New  York 
HQ.  Son-in-law  Richard  Pasculano 
executive  vp.  Owned  through  trust 
for  daughter,  grandchildren;  believed 
worth  some  $350  million. 


Michael  Rubens  Blooniberg 

Financial  news.  50.  Married,  2  daugh- 
ters. Johns  Hopkins  (engineering/ 


physics).  Harvard  business  school. 
Started  1966  as  Salomon  Brothers 
processing  clerk.  Within  5  years,  be- 
came head  of  trading,  sales;  eventually 
lost  power  struggle,  left  1981  with 
$10  million.  Developed  computer- 
ized information  system  for  U.S.  gov- 
ernment bonds;  offered  to  Merrill 
Lynch:  "If  you  don't  like  it,  don't  pay 
me  for  it."  Merrill  liked  it,  bought 
30%.  "The  Bloomberg"  now  used  by 
thousands  of  traders  for  its  vast  arrays 
of  instant  data;  claims  world's  fastest- 
growing  news  service.  Plans  all- busi- 
ness NYC  radio  station.  Hot-tem- 
pered. "Sunday  night  is  the  happiest 
night  of  the  week;  I  can't  wait  to  get 
back  to  work."  His  stake  estimated 
$350  million  or  more;  he  claims  it's 
much  lower.  We  knew  of  a  buyer;  he 
refused. 


Sydney  Mark  Taper 
andfamily 

First  Charter  Financial.  Beverly  Hills. 
91.  Widowed,  3  children.  Born  in 
Warsaw,  educated  in  England.  As 
child,  peddled  candy  to  schoolmates. 
Bought  residential  real  estate  firm  at 
27,  built  homes  in  England  during 
the  Depression.  Frugal  from  early 
days:  "In  England  we  despised  waste. 
Waste  was  evil."  Retired  by  37.  Ar- 
rived California  1939  to  avoid  World 
War  II,  with  about  $1.5  million,  real 
estate  skills.  During  war  built  Gl  hous- 
ing; quit  business  again.  But  wit- 
nessed California  economy  booming, 
founded  First  Charter  s&L  1955;  took 
public  1959.  Closely  controlled  by 
tight-fisted  Taper,  company  grew  to 
third-largest  thrift.  Merged  with  Fi- 
nancial Corp.  of  America  1983. 
Cashed  out;  personal  investments  be- 
lieved worth  over  $350  million. 


James  McGlothlin 
andfamily 

Coal.  Bristol,  Term.  52.  Divorced, 
remarried;  1  daughter,  6  stepchil- 
dren. Law  school  William  &  Mary. 
While  practicing,  ran  small  restaurant 
business.  Founded  United  Co.  1970, 
coal  strip  mine  with  11  employees; 
added  mines  during  energy  crisis. 
Nonunion  contract  labor.  Survived 
1980s  price  fall  with  lucrative  long- 
term  contracts  from  utilities,  steel 
companies.  Now  one  of  lowest-cost 


U.S.  producers.  Recently  began  di- 
versifying into  oil  and  gas,  real  estate, 
financial  services.  Sold  Dal-Tex,  one 
coal  division,  April  to  competitor 
Ashland  Coal  for  $253  million. 
Shares  company  with  father,  cousin. 
Likes  golf,  basketball.  Wife:  "If  you 
want  to  see  him,  you  have  to  keep  up 
with  him."  Estimated  net  worth  some 
$350  million. 


Michael  Robert  Milken 
Lowell  J  ay  Milken    i^ 
andfamilies 

Brothers.  Investments,  junk  bonds. 
Michael:  Federal  Correctional  Insti- 
tute. Dublin,  Calif.  46.  Married,  3 
children.  Berkeley,  Wharton  M.B.A., 
to  Drexel  1969.  Conceived  market 
for  high-risk,  high-yield  "junk" 
bonds;  in  1980s  built  into  $200  bil- 
lion industry.  Salary,  bonus  $550  mil- 
lion for  1987  alone.  Squealed  on  by 
Ivan  Boesky,  pleaded  guilty  to  6  felo- 
ny counts  (conspiracy,  fraud,  etc.); 
now  serving  10-year  sentence  being 
reduced  for  cooperation  with  govern- 
ment; maintains  he  was  scapegoat: 
"I've  never  traded  or  divulged  inside 
information  in  my  fife."  Paid  $900 
million  in  fines.  Making  approximate- 
ly 30  cents  an  hour  at  prison  labor  to 
add  to  net  worth  estimated  at  $350 
million,  including  trusts  for  wife,  kids. 
Brother  Lowell:  Los  Angeles.  43. 
Married,  3  children.  Berkeley,  ucla 
Law  School.  Joined  Drexel  Burnham 
Lambert  1978,  became  Michael's  be- 
hind-the-scenes right-hand  man,  tax 
planner.  Involved  in  numerous  part- 
nerships with  brother.  Michael's  deal 
with  prosecutors  on  guilty  plea:  rack- 
eteering charges  against  Lowell  must 
be  dropped;  government  obliged. 
Lowell  free,  rich.  Net  worth  beheved 
to  exceed  $275  million;  his  lawyers 
deny  it. 


Russell  Solomon 

Records.  Sacramento.  67.  Separated, 
2  sons.  "A  hippie  who  learned  to  run  a 
business."  High  school  truant;  junior 
college  dropout,  worked  in  dad's 
drugstore.  Went  broke.  Opened  rec- 
ord store  Sacramento  1960;  San 
Francisco  store  1968,  then  largest  in 
U.S.  Today  Tower  Records  sales  esti- 
mated around  $600  million;  also  in 
England,  Japan,  Taiwan.  Expanding 
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ADVERTISEAfENT 


Dealerscope  Merchandising  Products  of  the  Month 


VOICE  CHANGER  TELEPHONE 
TRANSITION  2000 

The  innovative  Voice  Changer  Telephone  allows  you  to 

change  your  voice  from  female  to  male,  male  to  female, 

adult  to  child,  child  to  adult.  Excellent  security  device 

and  call  screener.  Allows  you  to  have  fun  also.  Even 

your  mother  won't  recognize  your  voice!  It  is  a  normal 

telephone  with  a  voice  changer  built  in.  Tone/Pulse 

switchable,  number  redial,  FCC  registered.  For  single 

line  use.  Introductory  offer  to  Forbes  readers  is  $89.95 

plus  $5.00  shipping  and         ^ 

handling.  Call  1-800- 

966-5367  for  credit 

card  order,  or  mail 

check  to  Questech 

International, 

Inc.,  P.O.  Box 

79229, 

Tampa, 

Florida 

33619. 


TREE  DIMENSIONS  AUDIO/VIDEO 
CABINET 


The  SR  07  AudioA'ideo  Storage  Cabinet  offers  an 
attractive,  affordable  alternative  to  open  media  storage. 
Features  include  3  drawers  with  Accuride  '^^  full 
extension  ball  bearing  guides,  at^ustable  divider  panels 
and  movable  bookend  supports  within  each  drawer. 
Designed  to  store  compact  discs,  cassettes,  VHS  tapes 
and  other  audio  and  video  formats,  this  unit  is 
compatible  with  the  Tree  Dimensions  Stack  Rack 
Component  Storage  line  to  allow  equipment  and  media 
storage  all  in  one  system.  Constructed  of  solid  oak,  the 
SR  07  is  available  in  Black  Lacquer  or  Honey  Oak 
Lacquer  finishes.  For  more  information,  call  Tree 
Dimensions,  704-262-0220. 


TOSHIBA  HOME  SATELLITE 
THEATER 


The  first  satellite  TV  receiver  with  Super  Video  outputs, 
the  Toshiba  TRX-2200  gives  you  razor-sharp  picture 
clarity.  Toshiba  satellite  receivers  are  designed  for  high 
reliability  and  deliver  more  than  200  channels  of  TV 
reception  vfith  CD-quality  digital  stereo  sound.  To  learn 
more  about  Toshiba  satellite  receivers  and  the  world  of 
satellite  TV  viewing,  call  1-800-444-0055. 


NEW  NON-CONTACT  CD  HYDROBATH 

This  unique  CD  Hydrobath^"  cleaning  system  is  another  revolutionary  development 

from  Discwasher.  It  is  the  only  non-contact  CD  cleaning  system  available  today 

that  safely  and  effectively  removes  and  cleans  virtually  all  dirt  and 

debris  from  the  critical  surfaces  of  all  CDs,  CD-Is  and  CD-ROMs. 

The  Discwasher  CD  Hydrobath™  combines  the  scientific 

principles  of  hydrodynamic  technology  using  a  newly-developed 

CD6-(-  surfactant  cleaning  solution  that  is  both  a  wetting  agent, 

emulsifier  and  dryer  combined  with  a  unique,  specially  developed 

high  speed  rotation  platform.  The  entire  cleaning  process  takes  less 

than  60  seconds  and,  unlike  conventional  radial  cleaning  methods, 

there  is  no  contact  by  any  material  that  could  mar  the  critical  CD  surface. 

For  more  information,  call  1-800-325-0573,  or  write:  Discwasher,  2950  Lake 

Emma  Rd.,  Lake  Mary,  FL  32746. 
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SAMSUNG  MAXIMA  ZOOM  105 

By  incorporating  exclusive  fuzzy  logic  technology  into  their  point  and 
shoot  zoom  cameras,  Samsung  has  made  it  virtually  impossible  to 
take  a  badly  exposed — or  composed  photo.   For  example,  if  the 
subject  is  out  of  flash  range,  the  camera  will  automatically  adjust  the 
power  38mm  to  105mm  zoom  lens  to  bring  the  subject  within  range. 
It  will  also  automatically  acljust  the  zoom  to  always  keep  the  subject 
in  the  same  perspective,  even  if  you  move.  Combine  that  with  red-eye 
reduction  and  fully  automatic  operation,  and  you  can  see  why  the 
Maxima  Zoom  105  is  the  logical  choice  in  point  and  shoot 
photography.   For  more  information,  call  Samsung  Optical  America, 
Inc.  at  1-800-SNAPSHOT. 


BELL'OGGETTI  AUDIO/VIDEO 
FURNITURE 

Model  B-700  (Ercole)  is  a 
complete  audio/video  unit. 
The  adjustable  shelf  gives 
this  unit  unlimited  con- 
figuration to  accommodate 
all  audio/video  products.  Its 
features  include  unique 
Italian  design,  extra  heavy 
gauge  all-metal  construc- 
tion, tempered  safety  glass 
shelves,  high  impact  thermo 
finish,  and  quality  crafts- 
manship. No  tools  are 
required  for  assembly. 
Audio  components  can  also 
be  stacked  on  lower  shelf.  Model  B-700  is  recommended 
for  TVs  up  to  200  lbs.  and  will  accommodate  most  32"  to 
35"  sets.  Dimensions  are  35  1/2"W  x  30"H  x  19  5/8"D. 
Suggested  list:  $349.95.  For  name  of  nearest  dealer,  call 
BeU'  Oggetti,  (908)  972-1333. 


TVB-370  FROM  TEI 


From  corporate  media  rooms  to  living  rooms,  Vogel's 
mounts  will  fit  the  installation  of  TV  sets  and  speakers 
aesthetically,  with  ease  and  flexibility.  The  TVB-370 
pictured,  with  optional  VRS044  VCR  bracket,  has  a  solid 
platform  to  accommodate  medium  to  large  base 
monitors  and  VCRs.  Weight  capacity  1 10  lbs.  Available 
powdercoated  white  or  black  finish.  TEI  Electronics, 
Inc.,  570  W.  18th  Street,  Hialeah,  FL  33010. 


TROPEZ  900DX 
DIGITAL 
CORDLESS 
PHONE 

The  world's  first  cord- 
less phone  to  use  a 
digitized  signal  at  a 
frequency  of  900  MHz, 
practically  elimin- 
ating interference 
and  giving  the  phone 
an  average  range  of  2 
to  10  times  that  of  regular 
cordless  phones.  The  Tropez  900  DX  also  prevents 
others  from  listening  in  by  randomly  selecting  one  of 
65,000  digital  security  codes  and  by  digitally  scrambling 
the  voice  signal  each  time  the  phone  is  used.  Other 
features  include:  20-channel  automatic  scanning, 
speakerphone,  2-way  paging,  intercom  and  20-number 
memory.  For  more  info,  contact  VTECH  Communi- 
cations at  8770  SW  Nimbus,  Beaverton,  OR  97005,  or  call 
800-624-5688. 


NINTENDO  GAME  BOY 

Game  Boy  from 
Nintendo  is  a  state-of- 
the-art  compact  video 
game  playing  system 
that  lets  you  take  your 
fun  with  you  wherever 
you  go.  This  portable, 
hand-held  video  game 
system  features  a 
cross  key  joystick, 
start  and  select 
buttons,  plus  screen 
contrast  and  volume 
controls  all  within  a 
finger's  reach. 
Powerful  CPU  and 
microprocessors 
deliver  hundreds  of 
high  quality  images 

and  complex  controlling  backgrounds.  The  Game  Boy 
library  has  over  200  interchangeable  sports,  action  and 
puzzle  games  available  for  hours  of  challenging  fun, 
System  includes  the  hit  puzzle  video  game  Tetris,  stereo 
earphones  and  batteries.  For  more  information,  call 
1-800-255-3700. 
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video  and  record  stores  together;  also 
opening  mixed  outlets.  Better  profit 
margins  with  video.  Simple  concept: 
huge  store,  huge  selection.  Store 
managers  free  to  pick  some  stock. 
"There  are  more  than  300  buyers 
out  there  instead  of  1  or  2."  Also, 
Tower  Books  sales  picked  up  last 
year.  Constantly  acquiring  contem- 
porary art:  "I  buy  art  like  I  buy  rec- 
ords." Company  valued  at  estimated 
$350  million. 


Katsufnasa  (Roy)  Sakioka 
andfamUy 

Real  estate.  Costa  Mesa,  Calif  93. 
Married,  6  children.  Very  low  profile. 
Youngest  of  six,  emigrated  from  Ja- 
pan 1916;  eventually  naturalized. 
Tenant  farmer,  interned  WWII  with 
other  Japanese -Americans.  Tired  of 
rent,  started  buying  farmland  1946; 
low  down  payment,  worked  off  mort- 
gages. Picked  great  locations,  canny 
at  getting  good  prices,  mostiy  1950s. 
Also  at  selling  when  California  de- 
velopment reached  his  fields.  First 
Los  Angeles  area,  then  Orange 
County,  some  worth  $1  million  per 
acre;   2,600   agricultural   and   com- 


mercial acres  Ventura  county.  Land 
holdings  are  virtually  debt  free. 
Grandson  George  primary  family 
spokesman;  tight  Japanese-American 
family  very  loyal  to  wealthy  patri- 
arch. Estimated  worth  at  least  $350 
million,  with  family. 


Robert  Freeman  Weis 
Si£ijried  Weis 

Cousins.  Weis  Markets.  Robert:  Sun- 
bury,  Pa.  73.  Sigfried:  Lewisburg,  Pa. 
76.  Both  married,  3  children  each. 
Yale  grads;  grandfather  opened  Se- 
linsgrove  general  store  1870,  father 
developed  as  cash-and-carry  store. 
Became  Weis  Markets  1947;  Sigfried 
president  and  Robert  VP.  Expanded 
to  127-supermarket  empire  in  5 
states,  mostly  Pa.  Profit  margin  well 
above  industry  average;  stringent 
control  of  cost  and  distribution: 
1,800  private-label  products  for  own 
stores.  Sig:  "We're  guided  by  quality 
principles."  Sales  over  $1.2  billion; 
profit  rose  steadily  in  1980s,  now 
squeezed  a  bit  with  economy,  com- 
petition. Zero  debt.  Behind-the- 
scenes  Robert  has  stock  recendy 
worth  $345  million.  Sig  involved  in 


central  Pennsylvania  medical  center, 
construction  of  new  children's  hospi- 
tal; stock  recently  worth  around 
$300  million.  Other  family  members 
hold  stock  worth  approximately 
$185  million. 


Leonard  Litwin 

Real  estate,  nyc.  76.  Married,  2 
daughters.  Started  in  horticultural 
nurseries  with  father  on  Long  Island, 
retains  tree  nurseries  there.  Branched 
out  into  apartment  development. 
Pioneered  postwar  high  rises  on,  near, 
Manhattan's  York  Avenue  on  Upper 
East  Side;  also  invested  in  Queens 
apartment  buildings,  Manhattan  of- 
fices (since  sold).  Prefers  to  stay  out 
of  public  eye.  "He  operates  like  an 
old-fashioned  real  estate  man."  Now 
owner  of  23  Manhattan  properties,  at 
least  3,800  prime  units;  didn't  co-op: 
"Everybody  who  has  a  job  in  New 
York  can't  spend  $500,000  on  a  co- 
op." Old-fashioned  enough  to  keep 
rent  low,  so  built  nice  fortune  too, 
estimated  $340  million.  He  demurs: 
"One  of  these  days  I'm  going  to 
make  it." 


JANUS  WORLDWIDE  FUND  GIVES 
INVESTORS  THE  WORLD. 


World  Class  Performance.  Ranked  the  #1 
global  fund  for  the  one-year  period  ended 
June  30, 1992  by  Lipper  Analytical  Services, 
Inc.*,  Janus  Worldwide  Fund  has  already 
established  itself  as  a  major  contender 
in  the  global  arena.  Janus  Worldwide  Fund's 
success  revolves  around  the  management 
expertise  of  the  Janus  investment  team 
and  over  20  years'  investment  experience. 
Worldly  Diversification.  Diversification 
is  essential  to  successful  investing.  Diversify 


your  investment  portfolio  with  a  fund  designed 
to  seek  out  the  best  investments  anywhere  in  the 
world,  including  the  U.S.  Janus  Worldwide  Fund's 
holdings  are  not  limited  to  any  particular  economy, 
business  climate  or  geographic  location. 
Janus  Worldwide  Fund.  Send  us  the  coupon 
below  or  call  1-800-525-8983,  Ext.  410  to  receive 
a  prospectus  containing  more  complete  infor- 
mation. Please  read  the  prospectus  carefully 
before  you  invest. 
Let  Janus  give  you  the  world. 


JANUS  WORLDWIDE  FUND 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  ExL410 

*Per  Lipper  Ancilytical  Services,  Inc.  for  the  one-year  period  ended  June  30, 1992,  Janus  Worldwide  Fund's  total  return  Wcis  25.80%, 
and  the  average  annual  total  return  for  the  life  of  the  Fund  from  May  15, 1991  to  June  30, 1992  was  23.21%.  Past  performance  does 
not  guarantee  future  results.  Your  return  and  share  price  will  vary  and  may  be  worth  more  or  less  at  redemption  than  at  purchase. 


YES  ■  I  would  like  to  know  more  about  Janus  Worldwide  Fund! 
Name 


I  Address 

I  City/State/Zip 

I  Janus  Worldwide  Fund  is  a  no-load  mutual  fund. 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO  80217-3375 
1-800-525-8983  Ext.  410 


I 


Ext.  410    ■ 
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Graver  Connell 

Equipment  leasing,  food.  Westfield, 
N.J.  74.  Married,  3  children.  Navy 
WWII.  Took  over  family  business, 
Connell  Rice  &  Sugar,  built  into  larg- 
est U.S.  independent  rice  and  sugar 
trader/broker.  Once  dominated  for- 
eign aid  rice  exports;  U.S.  export 
share  now  over  20%.  Equipment  leas- 
ing business  from  1973  (railroad 
equipment,  aircraft,  power  plants); 
now  over  $1.2  billion  assets.  Also 
owns  prime  N.J.  real  estate  just  out- 
side Manhattan.  Well-connected 
Democrat;  reputation  as  one  of  larg- 
est donors  of  politicians'  speaking 
honoraria.  Charges  of  illegal  activities 
with  Korean  wheeler-dealer  Tong-, 
Sun  Park  dropped  1979.  Lives  mod- 
estly, sent  kids  to  public  school.  For- 
tune estimated  $340  million. 


Floyd  Dewey  Gottwaldjr. 
Bruce  Cobb  Gottwald 

Brothers.  Ethyl  Corp.;  Tredegar  In- 
dustries. Richmond,  Va.  Floyd  Jr.: 
70.  Bruce:  59.  Both  married,  3  sons 
each.  Sons  of  Floyd  Gottwald  Sr.  (d. 
1982),  office  clerk  who  rose  to  presi- 
dent of  Albemarle  Paper  Mfg.  1941; 
made  blotting  paper.  Arrival  of  ball- 
point pen  dried  market;  sons  merged 
with  Ethyl  Corp.  1962  to  diversify; 
sold  Albemarle  assets.  Federal  lead- 
content  regulations  phased  out  Eth- 
yl's main  product,  tetraethyl  anti- 
knock gas  additive,  1979.  Diversified 
into  plastics,  chemicals  for  computer 
chips,  insurance,  pharmaceuticals 
(makes  ibuprofen).  In  July  1989  spun 
off  plastics,  aluminum,  energy  into 
Tredegar;  headed  by  Floyd  Jr.'s  son 
John.  Stock  recently  at  $330  million. 
Bruce  added  tide  ceo  Ethyl  Corp.  this 
year;  stock  recently  at  $310  million. 
When  not  diversifying,  Floyd  fishes; 
Bruce  golfs  and  sails. 


Sheldon  Henry  Solotp 

Real  estate,  nyc.  64.  Married,  2  sons. 
Started  as  small-time  builder,  risked 
all  on  landmark  Manhattan  skyscraper 
1972:  "We're  in  barracuda  land.  You 
can  only  get  away  with  this  once." 
Result:  9  W.  57di  Street,  NYC's 
"bell-bottom"  building  with  sloping 
glass  sides  and  catchy  red  "9"  sculp- 


ture on  sidewalk,  no  longer  the  Avon 
Building.  Gets  premium  rents  for  its 
great  park  views.  "A  building  the 
Japanese  would  love."  If  they  had  the 
money.  Also  Manhattan  office  space, 
luxury  residential  properties;  includ- 
ing 19th -century- style  row  of  town 
houses.  Known  as  fierce  negotiator,, 
litigious:  "He's  an  impossible  man." 
Respected  collector  of  modern  art. 
Press-shy.  Net  of  known  debt,  worth 
estimated  $330  million. 


Kenneth  Eugene  Behring 

Developer.  Blackhawk,  Calif.  64. 
Married,  5  sons,  all  in  business.  U.  of 
Wisconsin  dropout:  football  knee  in- 
jury. Leased  gravel  lot  $15/month, 
bought  27  used  cars  for  $900;  later 
pushed  new  Lincolns,  Mercurys. 
Moved  to  Florida,  considered  real 
estate  after  $10,000  profit  selling  new 
house.  Became  developer;  big  success 
building  city  of  Tamarac.  To  Califor- 
nia 1972:  2,800-unit  Blackhawk 
("People  wanted  arrogance  and  he 
cornered  the  market  on  arrogance"), 
3,300-unit  Canyon  Lakes;  5,000- 
acre  site  near  Seatde;  weathered  envi- 
ronmental protests.  Owner  75% 
(football)  Seahawks.  Big  car  collector; 
some  donated  to  Berkeley.  Planning 
to  build  Academy  of  Achievement 
museum.  Estimated  some  $330  mil- 
lion amid  real  estate  downturn. 


Robert  Einar  Petersen 

Publishing.  Beverly  Hills.  66.  Mar- 
ried. Son  of  Calif,  auto  mechanic; 
worked  as  short-order  cook,  pumped 
gas;  turned  hobby  into  magazine  with 
$400  and  partner:  hawked  Hot  Rod 
for  25  cents  at  races  1948.  Bought  out 
partner  1950,  expanded  Petersen 
Publishing.  Now  15  monthlies  (Mo- 
tor Trend,  Guns  &  Ammo,  Skin  Div- 
er, etc. ),  6  bimonthlies.  Bought  Sport 
magazine  1988.  First  man  to  bag 
polar  bear  with  revolver,  1965.  "It 
was  shoot  or  be  fatally  mangled." 
Pursues  what  his  magazines  cover — 
"Except  for  Teen."  Founded  Peter- 
sen Automobile  Museum,  LA,  with 
$15  million.  "We're  a  good  medium 
for  a  lot  of  what  advertising  is — beer, 
cigarettes,  cars,  all  those  good 
things."  Also  good  for  over  $325 
million. 


Developer  William 
Lyon  with  two  of  his 
antique  cars 
Once  the 
nation's  largest 
home  builder,  Lyon 
has  fallen  on 
tough  times.  With 
California  real 
estate  down  30%, 
his  heavy  debt 
knocked  him  off 
The  Forbes  Four 
Hundred  this  year. 
He's  even  put  his 
beloved  car  collec- 
tion—one of  the 
best  in  the  coun- 
try—up for 
collateral. 
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Armas  Clifford  Markkula  Jr. 

Apple  Computer.  50.  Woodside, 
Calif.  Married,  2  children.  B.S.  elec- 
trical engineering,  use.  Worked  in 
Hughes  Aircraft  R&D;  marketing 
manager  Fairchild  Semiconductor; 
Intel  Corp.  marketing  manager.  Per- 
suaded by  two  computer  wizards,  Ste- 
ven Jobs  and  Stephen  Wozniak,  to 
line  up  venture  capital  to  start  Apple 
1976.  Named  chairman  1977,  CEO 
1981;  stepped  aside  for  John  Sculley 
1983.  Still  vice  chairman.  Cofounded 
Echelon  Corp.  1985;  invented  com- 
puter chips  that  talk  to  one  another. 
"The  Utopia  for  Echelon  is  that  you'll 
be  able  to  walk  into  any  hardware 
store  and  any  gadget  you  buy  will 
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Studied  metallurgy  MIT.  Father  died; 
borrowed  to  finish  school;  graduated 
1953.  Joined  Allegheny  Ludlum;  left 
for  Republic  Steel,  became  industry's 
youngest  assistant  plant  manager. 
Survived  perforated  ulcer  1968.  Back 
to  Allegheny;  president  1972.  Led 
LBO  specialty  steel  unit  1980.  Sur- 
vived recession,  Rust  Belt  decline, 
21%  interest  rates:  Cost  control,  in- 
formation systems,  troubleshooting: 
"We  were  ahead  of  our  time  with  the 
Tactical  Business  Teams."  Went  pub- 
lic 1987.  Major  producer  stainless 
steel.  His  shares  recently  $315  mil- 
lion. "All  I  wanted  to  do  was  turn  out 
good  products."  And  survive. 


Orvon  GeneAutry 

Broadcasting,  baseball.  LA.  85.  Wid- 
owed, remarried;  childless.  Reared 
Texas,  learned  to  ride,  rope  on  Okla- 
homa ranch.  Telegraph  operator,  rail- 
road work  out  of  high  school,  cpa.  On 
advice,  became  "Oklahoma's  Yodel- 
ing  Cowboy."  "Barefoot,  cotton- 
chopping  farm  boy"  made  records, 
Westerns;  CBS  radio  show  1940-57. 
Biggest  hit  song:  "Rudolph  the  Red- 
Nosed  Reindeer."  Only  person  with 
5  stars  on  Hollywood's  W^lk  of  Fame. 
Bought  radio  station  1952.  Later 
added,  then  sold  radio/TV  stations, 
built  fortune.  Still  has  4  radio.  Bought 
Calif  (baseball)  Angels  cheap  1960. 
Married  banker  Jacqueline  Ellam 
1981;  she  oversees  business  interests, 
investments.  Palm  Springs  hotel.  Esti- 
mated $315  million. 


have  one  of  our  chips  embedded  in 
the  base."  Avid  skier.  Investmentis, 
Apple  stock  total  $320  million. 


Sharon  Disney  Lund 
andfamily^ 

Walt  Disney  Co.  la.  55.  Widowed, 
remarried;  3  children.  Adopted 
daughter  of  Walt  Disney  (d.  1966), 
cofounder  Disney  studio  with  brother 
Roy  O.  1923.  Mickey  Mouse  ap- 
peared 1928;  rest  history.  Walt  Dis- 
ney Co.  now  global  entertainment 
power:  theme  parks,  cartoons,  mov- 
ies, Disney  Channel,  Disney  Stores, 
etc.  Sharon's  older  sister,  Diane  Dis- 
ney Miller,  and  husband  sold  or  do- 
nated shares  after  Bass  brothers 
(which  see)  investment,  1984  takeover 


by  Michael  Eisner,  Frank  Wells.  Wal- 
ter's family  formed  media,  real  estate 
company  Redaw  Enterprises,  now 
worth  about  $50  million.  Disney 
stock  zoomed.  Diane  and  family 
worth  about  $87  million.  Mother  Lil- 
lian, very  private  person,  still  worth  at 
least  $220  million  after  gifts,  trans- 
fers. Sharon,  who  kept  most  stock, 
estimated  $320  million.  On  Walt: 
"We  weren't  raised  with  the  idea  that 
this  was  a  great  man.  He  was  Daddy. 
He  went  to  work  every  morning.  He 
came  home  every  night." 


Richard  Paid  Simmons 

Allegheny  Ludlum.  Sewickley,  Pa. 
61.  Married,  2  children.  Father  ran 
small  Bridgeport,  Conn,  gas  station. 


Roberto  Crispulo  Goizueta 

Coca-Cola  Co.  Adanta.  60.  Married; 
2  sons,  1  daughter.  Son  of  wealthy 
Cuban  sugar  farmer;  Yale  honor  stu- 
dent. Answered  Cuban  newspaper  ad 
for  bilingual  chemist  at  Coca-Cola, 
1954.  Fled  Castro's  Cuba  1961  widi 
wife,  kids,  $20,  "I  wanted  to  see  if  I 
was  worth  anything  or  was  just  my 
father's  son."  In  1970s  rose  from  lab 
to  protege  of  Coke  patriarch  Robert 
Woodruff" (d.  1985).  By  1981,  chair- 
man, CEO  of  slowing  company.  Ac- 
cepted Pepsi  challenge,  aggressively 
pushed  growth;  "He  just  flat  enjoys 
the  game."  Intense,  detail-oriented, 
courteous,  private;  never  dropped 
Cuban  accent.  Accumulated  stock, 
restricted  stock,  options  along  the 
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way:   present  value  estimated  $315 
million. 


James  Emmett  Evans 
andfamily 

Citrus.  Dade  City,  Fla.  Highlands, 
N.C.  92.  Widowed,  divorced;  2  chil- 
dren. Former  Georgia  Ford  salesman, 
went  to  Florida  with  $500.  Purchased 
first  orange  grove  mid- 1920s;  be- 
came mayor  Auburndale  1925.  Since, 
minded  business:  built  to  over  33,000 
acres  orange,  grapefi-uit  groves;  one 
of  largest  independent  growers.  All 
oranges  to  Tropicana,  most  grapefi-uit 
to  Japan.  "Older  than  dirt  and  mean- 
er than  a  snake."  Nicknamed  "The 
Wheel,"  as  in  wheeling  and  dealing. 
Still  in  charge:  "1  love  the  fi"uit  busi- 
ness. It's  what  keeps  me  living."  Both 
children,  2  grandsons  active  in  busi- 
ness. Gave  up  golf,  plays  gin  rummy  at 
his  house  with  same  card-playing  pals 
for  40  years.  Worth  at  least  $310 
million,  and  counting. 


Virginia  McKnight  Binget* 

Inheritance.  Wayzata,  Minn.  76. 
Married,  3  children,  1  deceased.  Only 
child  of  William  McKnight,  South 


Dakota  farm  boy  who  climbed  then- 
tiny  3M's  corporate  ladder  from 
bookkeeper  1907,  to  run  company 
1916;  died  1978,  left:  $500  million 
fortune  to  foundation,  daughter.  Vir- 
ginia honorary  chairman  $1  billion 
McKnight  Foundation;  has  own 
foundation,  vmb,  for  Minneapolis, 
poor:  "We're  trying  to  solve  some- 
thing in  this  world."  With  husband 
James  (ex-Honeywell  ceo)  runs 
Broadway's  Jujamcyn  Theater  chain. 
Golf  course/condo  development  on 
Florida  horse  farm  on  hold  until  econ- 
omy picks  up.  "Every  day  is  different 
because  1  have  so  many  interests." 
Her  3M  stock,  etc.,  worth  over  $310 
million. 


Michael  Dell 

Dell  Computer.  Austin,  Tex.  27. 
Married,  1  daughter.  As  teenager,  ran 
stamp  and  coin  auctions  on  week- 
ends, sold  newspaper  subscriptions  to 
targeted  audience,  newlyweds.  Sold 
hard-drive  kits  for  IBM  PC  out  of  dorm 
room.  Dropped  out  freshman  year, 
launched  own  company  at  age  19. 
Transformed  selling,  servicing,  pric- 
ing of  IBM-compatibles:  handled  by 
phone,   catalogs  at  cut-rate  prices. 
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Software  entrepreneur  John  Jay  Moores 

Receive  and  you  shall  give?  Moores  has  written  checks  totaling 
more  than  $60  million  to  the  University  of  Houston,  until  recently 
the  largest  gift  to  a  public  university. 


Hired  engineers  to  build  inexpensive 
IBM  clones.  Perot  buddy  Mort  Myer- 
son  lent  advice.  Went  public  1988.  "1 
don't  think  our  machines  are  signifi- 
cantly better,  but  1  know  we  support 
them  better.  If  a  customer  has  a  prob- 
lem, we  hear  about  it,  so  we  can  solve 
it."  His  shares  recently  worth  $310 
million. 


Ernest  Gallo 
Julio  Gallo 

Brothers.  Wine.  Modesto,  Calif.  Er- 
nest, 83;  Julio,  82.  Each  married,  2 
children.  Italian  immigrant  father  Jo- 
seph bought  230-acre  Modesto  vine- 
yard 1930s  for  end  of  Prohibition; 
financially  squeezed,  killed  wife,  self 
1933.  Six  weeks  later  sons  went  to 
public  library,  read  winemaking  pam- 
phlets, started  pressing  with  $5,900; 
sold  wine  at  50  cents  per  gallon;  later 
gained  significant  market  advantage 
with  vertical  integration.  Chairman 
Ernest  stormed  distributors  with 
Gallo  products;  considered  market- 
ing genius.  Thunderbird  first  major 
success:  connoisseurs  rejected,  winos 
didn't.  Constant  eflfort  since  to  up- 
grade product  image;  tore  through  ad 
agencies;  recently  introduced  super- 
premium  selections.  Ruthless  busi- 
nessmen: sued  younger  brother  Jo- 
seph, dairy  farmer,  for  putting  family 
name  on  cheese;  Joe  countersued  for 
one -third  of  winery,  claimed  brothers 
wrongly  excluded  him,  lost  both 
fights.  Julio  still  makes  the  wine,  Er- 
nest still  sells  it  ("I  have  no  better 
place  to  go").  Long-reputed  vast 
stock  portfolio,  never  confirmed. 
Brothers  split  fortune  estimated  well 
over  $600  million. 


Willis  Harrington  du  Pont 
Edith  du  Pont  Pearson 
andfamilies 

Inheritance.  Surviving  children  Lam- 
mot  du  Pont  (brother  and  key  asso- 
ciate of  Pierre;  see  family),  president 
Du  Pont  Co.  1926-40,  chairman 
1940-48;  d.  1952.  Edith  (Mrs. 
George  Burton  Pearson  Jr.):  Mont- 
chanin,  Del.  80.  Widowed,  remar- 
ried; 5  children  by  first  marriage. 
Husband  retired  Delaware  judge. 
Willis:  Palm  Beach,  Fla.  56.  Married, 
3  children.  Son  of  Lammot's  fourth 
wife  (other  siblings  by  first).  Citrus, 
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Looking  Down  The  Road  Toward 
Increased  Safety,  You'll  Be  Seeing  A  Lot  Of  Us. 


Deico  Electronics  Steering  Wheel  Mounted  Accessory 

Controls  allow  you  to  keep  your  hands  on  the  wheel  wnile 

you  adjust  tfie  radio:  on/off,  station  seek  and  volume. 

Some  versions  also  let  you  adjust  the 

heating  and  air  conditioning. 


With  DeIco  Electronics  Head-Up  Disploy 
Instrumentotion,  your  speed,  turn  signals 

and  warning  indicators  are  projected 
"out"  in  front  of  you.  So  thot  whatever 

the  driving  conaitions,  you  con  keep 
your  eyes  safely  on  the  road. 


Used  with  safety  belts, 

air  bags  are  helping 

save  lives.  And  Oeico 

Electronics  makes  the 

sophisticoted  electronics 

desianed  to  check  out 

the  air  Eag  system  every 

time  you  start  your  car 

and  constantly  monitor 

various  system  functions 

as  you  drive. 


Some  insurance 
companies  offer 
premium  discounts 
on  cars  equipped  with 
safety  features  like  anti- 
lock  brakes  ond  air  bags. 
Check  witti  your  insurer 
to  see  if  your  policy 
offers  such  discounts. 


Anti-lock  brakes  showed  the  world  how  much  of  a  contribu-  We  make  the  Electronic  Controllers  that  are  ihe  "brains"  behind 

tion  electronics  could  moke  to  automotive  safety,  and  that  was  just  anti-lock  brakes.  And  we  play  a  leading  role  in  bringing  you  the  other 

the  beginning.  Looking  further  down  the  road,  we  see  advanced  features  shown.  With  all  these  options  and  more,  we're  doing  our  best 

safety-related  and  eose-of-driving  features  becoming  a  clear  priority  to  bring  you  driving  comfort  and  peace  of  mind, 
among  new-car  buyers.  DeIco  Electronics:  driving  the  world  in  automotive  technology. 


DelccElectronig^ 

WORLD  LEADER  IN  AUTOMOTIVE  ELECTRONICS" 

Subsidiary  of  GM  Hughes  Electronics  L  n 


©1992  DeIco  Electronics  Corporation.  All  Rights  Reserved. 
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banking  investments  in  Florida. 
Brother  Pierre  S.  du  Pont  III  (d. 
1988)  lost  small  fortune  backing 
movies,  was  father  of  Pierre  S.  IV, 
former  governor  Delaware,  onetime 
presidential  candidate.  Edith,  Willis, 
with  families,  share  fortune  believed 
to  exceed  $600  million. 

* 

Peter  Ackerman 

Junk  bonds.  London.  45.  Married,  2 
sons.  Colgate,  Fletcher  School  of  Law 
and  Diplomaq^  (Ph.D.).  Married 
nov^elist  Joanne  Leedom  1972,  now 
subscribes  to  Christian  Science. 
Joined  Drexel  1973  after  "failing  at 
quixotic  effort  to  improve  Third 
World  living  standards."  Miscast  aca- 
demic finally  became  Mike  Milken's 
special  projects  man  1978,  Beverly 
Hills  junk  bond  unit;  transformed  to 
"sleek,  blue-suited  TurnbuU  &  Asser 
deal  machine."  Salarv'  and  bonus 
$165  million  1988,  for  rjr  Nabisco 
deal.  "Teflon  guy"  quit  just  before 
Drexel  bankruptc)'.  Allegedly  paid 
out  $80  million  in  civil  settlement. 
With  stakes  in  more  than  1 00  Drexel 
partnerships,  worth  over  $500  mil- 
lion; if  he  pays  his  taxes,  still  above 
$300  million. 


Bernard  Gerald  Cantor 

Securities  brokerage.  Beverly  Hills, 
NYC.  75.  Divorced,  remarried;  1  son. 
Raised  in  Bronx;  "Bernie"  sold  hot 


dogs  in  Yankee  Stadium.  Founded 
Wall  Street's  Cantor  Fitzgerald  1945. 
Built  specialized  brokerage — govern- 
ment, corporate,  muni  paper.  Reve- 
nues estimated  $120  million;  highly 
profitable.  Competitor:  "He's  the 
only  government  bond  broker  who 
deals  with  retail."  Owns  72%.  Had 
Telerate  stake,  sold  1981  for  $80 
million:  would  be  worth  over  $1  bil- 
lion today.  No  regrets.  Major  collec- 
tor Rodin,  etc.  Information  hound. 
Dealmaker.  Investigated  by  sec  in 
outgrowth  of  Salomon  Brothers 
bond  market-fixing  debacle.  Cooper- 
ated fiilly.  Believed  worth  over  $300 
million;  may  be  S400  million. 


Norman  E.  Alexander 

Sequa  Corp.  Scarsdale,  N.Y.  78.  Mar- 
ried, 4  children.  Son  of  South  Bronx 
clothing  manufacturer.  Columbia 
Law  School.  Joined  father  in  Depres- 
sion. On  own  postwar,  founded  mov- 
ie reissuer.  Sold  1950:  "It  was  a  good 
business,  I  shouldn't  have  sold." 
Next,  organic  pigment  firm,  merged 
into  Sun  Chemical  1957;  took  con- 
trol. Sold  pigment  and  ink  units 
1986.  Chromalloy  American  ac- 
quired 1986:  aerospace,  machinery, 
specialty  chemicals.  Renamed  Sequa 
1987;  added  military  aerospace  1988. 
Focusing  on  high  tech:  jet  engines, 
propellants  and  rocket  motors,  spe- 
cialty chemicals.  Also  owns  Ampacet, 
private    plastics    color    concentrate 


Robert  Drayton  McLane  Jr.  is  all 
smiles  after  selling  his 
food  distribution  business 
to  Wal-Mart  in  1990 
So  why  not  spend  the  pro- 
ceeds? This  year  McLane  will 
acquire  the  Houston  Astros 
and  the  master  lease  to  the 
Astrodome  in  a  deal  that  will 
cost  him  over  $100  million. 


company;  1991  sales:  $200  million. 
Estimated  S300  million  or  more. 


Howard  Butcher  HUlman 
TatnaU  Lea  HUlman 

Inheritance.  So-called  robber  baron 
John  Hartwell  Hillman  Jr.  (d.  1959) 
adopted  both  when  he  married  Dora 
Keen  Butcher  (d.  1982);  step-broth- 
ers of  Henr)'  Hillman  (which  see). 
Adopted  sons  inherited  one -third  vast 
Hillman  empire — coal  mines,  blast 
fijrnaces,  banks,  real  estate,  etc.  Hen- 
ry bought  some  of  portion;  brothers 
currendy  hold  20%.  Howard:  Green- 
wich, Conn.  58.  Married,  2  children. 
Majored  economics,  Princeton  1956. 
Navy.  Harvard  M.B.A.  1960.  Stint  at 
Chemical  Bank,  in  which  family  once 
had  large  interest.  Venture  capitalist, 
invests  through  Taconic  Group.  Tat- 
naU: Radnor,  Pa.  54.  Divorced,  4 
children.  Majored  biology,  Princeton 
1959.  Navy.  Taught  science  Prince- 
ton Day  School;  now  self-employed 
computer  programmer/analyst.  Sup- 
ports conservative  causes.  Brothers' 
share  of  Hillman  fortune  estimated  at 
least  $300  million  each. 


Robert  Boisseau  Pamplin  Sr. 
Robert  Boisseau  Pamplin  Jr.   if 
andfamily 

Textiles.  Robert  Sr.:  Portland,  Ore. 
80.  Married,  1  son.  Once  penniless, 
rose  to  CEO  of  Georgia-Pacific.  On 
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The  Last  Thing  It  Will  Reminh 
YoH  Of  Is  Another  Watch. 


When  we  set  dut  td  create 
the  accutrdn  cdllectidn, 
we  weren't   inspired    by  watch 

DESIGNS.  We  were 
INSPIRED  BY  ARCHI- 
TECTURAL DESIGNS. 
DUR  EYE  TD  DETAIL  IS  ALSO  RE- 
FLECTED IN  DUR  ENGRAVED  MINUTE 
AND   HDUR  HANDS  AND   DUR  CUSTOM 


^ 


PAINTED  DATE-DIAL.  DF  COURSE, 
THE  BEAUTY  OF  AN  ACCUTRON 
WATCH  ISN'T  LIMITED  SOLELY  TO 
ITS  APPEARANCE.  MADE  IN  SWIT- 
ZERLAND, ITS  PRECISION  GJUARTZ 
MOVEMENT  ENSURES  THAT  NO 
OTHER  WATCH  IN  THE  WORLD  IS 
MORE  ACCURATE.  AND  NO  OTHER 
WATCH  IN  THE  WORLD  OFFERS 
PROTECTION  FOR  A  FULL  QUAR- 
TER CENTURY.  DUR  LIMITED  25 
YEAR  WARRANTY  IS  JUST  ONE 
EXAMPLE  OF  THE 
TION  YO  U'  L  L 
EVERY 
TIME 


TIME- 
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Bromberg  Jewelers,  Birmingham,  AL  ~  Butterfield  Jewelry,  Albuquerque,  NM 
.   Goodman  Jewelers,  Indianapolis,  IN 
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day  of  mandatory  retirement  bought 
tiny  Ross  Island  Sand  &  Gravel — base 
for  today's  $570  million  (sales)  R.B. 
Pamplin  Corp.  with  17  textile  mills: 
"It's  not  that  we  were  interested  in 
textiles,  it's  that  they  were  more  un- 
dervalued than  anything  else."  Also 
real  estate.  "It's  just  a  lot  of  fun  and 
the  good  Lord  has  been  very  reward- 
ing to  us."  Only  son  Bob  Jr.,  Lake 
Oswego,  Ore.  50.  Married,  2  daugh- 
ters. Ordained  minister,  gave  speech 
at  Pentagon  on  ethics;  runs  firm  with 
father.  Beat  cancer:  "God  has  loaned 
me  the  abilit)'  to  be  successful."  Do- 
nates about  10%  pretax  corporate  net 
to  charity;  father,  son  avid  hunters. 
Fortune  worth  estimated  $600  mil- 
lion or  more. 


Fitz  Eu0ene  Dixon  Jr. 

Inheritance.  Lafayette  Hill,  Pa.;  Palm 
Beach,  Fla.;  Winter  Harbor,  Me.  69. 
Married;  1  son,  1  daughter.  Primary 
heir  of  2  great-grandfathers:  streetcar 
magnate  P.A.B.  Widener  (d.  1915; 
reportedly  worth  $100  million),  Wil- 
liam Elkins  (d.  1903;  reputedly  $30 
million).  Harvard  dropout,  taught 
over  16  years  at  his  prep  school.  Epis- 
copal Academy,  "the  happiest  days  of 
my  life."  Philanthropist,  especially 
medicine,  education.  Mosdy  in  blue- 
chip  stocks,  bonds;  also  much  real 
estate,  including  Grindstone  Neck, 
Me.,  resort  where  he  was  born.  Owns 
16%  of  Philadelphia  (baseball)  Phil- 
lies. Wears  emerald  ring  grandfather 
George  (d.  1912  Titanic)  gave  to  wife 
as  she  stepped  into  lifeboat.  Estimat- 
ed worth  some  $300  million. 


Richard  Prosser  Mellon 
Seward  Prosser  Mellon 
Cassandra  Mellon  Milbury 

Brothers  and  sister.  Inheritance.  Li- 
gonier.  Pa.  Surviving  adopted  chil- 
dren of  Richard  King  Mellon,  domi- 
nant businessman  in  family  of  his 
generation,  grandson  of  Judge 
Thomas  Mellon  (see  Mellon  family). 
"R.K."  guided  family  empire  from 
1930s  to  death  1970.  Seward:  50, 
divorced,  remarried;  2  daughters  by 
first  wife.  Trained  in  trust  department 
Mellon  Bank  after  Susquehanna  U., 
now  director;  also  president  family 
investment  firm  R.K.  Mellon  &  Sons. 
Richard  (Dick):  53.  Divorced,  remar- 


ried; 2  sons.  Tried  banking,  left  to 
pursue  conservation,  oceanography; 
Chairman  Richard  King  Mellon 
Foundation.  Cassandra  (Mrs.  Edwin 
Van  R.  Milbury):  52.  Widowed,  re- 
married; 2  children  by  first  marriage. 
Active  in  philanthropy,  civic  affairs. 
Beneficiaries  of  trusts  on  1980  death 
of  mother  Constance.  Combined  for- 
tune approximately  $900  million. 


Timothy  Mellon 
Catherine  Mellon  Conover 

Sibhngs.  Inheritance.  Grandchildren 
of  financier,  empire-builder  Andrew 
Mellon  (d.  1937),  children  of  Paul 
(which  see,  also  Mellon  family) .  Tim: 
Manchester,    N.H.    area.    50.    Di- 


Houston's  own  Joseph  Dahl  Jamail  Jr. 
This  self-styled  "goddam  good  sore- 
back  lawyer"  says  he  made  $180  million 
(pretax)  last  year.  If  so,  nearly  40% 
came  from  investments,  mostly  seeded 
from  the  $420  million  fee  received  from 
his  1987  Texaco-Pennzoil  case.  Will  he 
be  the  first  to  make  a  billion  from  the 
practice  of  law? 


vorced,  remarried;  1  stepdaughter. 
Started  computer  programming  firm 
1969.  Cofounded  company  to  pres- 
sure-treat railroad  ties  1977.  Ac- 
quired Guilford  Transportation  for 
$50  million:  4,700-mile  track  com- 
posed of  old  New  England  railroads. 
Added  1,000  miles  unwanted  Nor- 
folk &  Southern  track  after  unsuccess- 
ful bid  for  Conrail.  Countersuits  with 
CSX  over  freight  charges,  Guilford's 
financial  health;  also  union  policies 
created  ire  on  all  fronts:  labor,  politi- 
cians and  allegedly  federal  inspectors; 
Chapter  1 1  1988  for  subsidiary  Dela- 


ware &  Hudson  Railway.  Catherine: 
Washington,  D.C.  56.  Twice  di- 
vorced (uses  mother's  maiden  name). 
Three  children  by  first  husband  John 
Warner  (later  senator).  Divorce  set- 
dement:  he  got  $9  million,  houses. 
Catherine  antiwar  activist,  environ- 
mentalist. Each  received  $100  million 
trust  from  grandfather;  father  Paul 
says  they  have  enough,  will  get  no 
more  from  him.  No  problem: 
through  conservative  investing,  each 
worth  $300  million  or  more  today. 


LaviniaM  Currier 
Michael  S.  Currier 
Andrea  Currier 

Sisters  and  brother.  Inheritance. 
Grandchildren  of  Ailsa  Mellon  Bruce, 
great-grandchildren  of  Andrew  Mel- 
lon (see  Mellon  family) .  Parents  Au- 
drey Bruce  Currier  and  Stephen  Cur- 
rier died  plane  crash  Bermuda  Trian- 
gle 1967.  Kids  recipients  generous 
trusts.  Paternal  grandfather  David 
K.E.  Bruce  served  as  ambassador  to  4 
countries;  Congress  adjourned  early 
on  wedding  day  1929.  Lavinia  (Vin- 
nie):  The  Plains,  Va.  35.  Single.  Jet- 
setter  with  country  lifestyle  on  coun- 
try estate  (Kinloch  Farms).  Michael: 
NYC.  31.  Single.  Active  in  family  in- 
vestments, philanthropies.  Andrea: 
The  Plains,  Va.  36.  Divorced,  remar- 
ried; 2  children.  Operated  swanky 
restaurant  1980s.  Lives  with  husband 
on  Kinloch  Farms,  uses  family  name. 
Each  sibling's  fortune  (mainly  in 
trusts)  estimated  to  be  $300  million 
or  more. 


Stanley  Stub  Hubbard 

Broadcasting.  St.  Mary's  Point, 
Minn.  59.  Married,  5  children.  Father 
Stanley  Eugene,  95,  founded  first 
(but  unsuccessful)  U.S.  commercial 
airline.  Built  one  of  Minneapolis',  first 
radio  stations  1923,  added  television 
1948:  that  business  grew  steadily. 
Stanley  Stub  took  over  after  dad's 
stroke  1981.  Now  9  TV,  2  radio. 
Invested  more  than  $100  million  in 
All  News  Channel  joint  venture  with 
Viacom;  also  U.S.  Satellite  Broadcast- 
ing Co.  Looks  to  future:  investing  in 
direct  broadcast  satellite  TV-direct  sat- 
ellite feeds  to  homes,  using  18-inch 
dishes  costing  $700  to  start.  "It's 
going  to  be  [early]  television  all  over 
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No  ONE  HELPS  YOU 
KEEP  IN  TOUCH  MORE  THAN  WE  DO. 


Toshiba  helps  you  keep  in  touch,  because  we  keep  in  touch  with  you. 
Understanding  that  one  of  the  last  places  people  get  any  work  done  is  in  the 
office,  we  make  notebook  computers  that  give  you  more  power  than  many 
desktops,  and  more  freedom  than  you  can  imagine. 

For  instance,  the  I4400SXC  has  an  i486™SX  microprocessor,  three  hour 
battery  life,  and  the  newest  TFT  LCD  technology  that  can  display  256  colors 
from  a  built-in  palette  of  185,193.  It's  the  most  powerful  color  notebook 
available  to  control  information  and  improve  communication. 

At  Toshiba,  we  want  you  to  be  your  most  productive,  so  you  can  keep  in 
touch  with  a  few  other  important  parts  of  your  life.  Your  fomily,  friends. . . . 

In  Touch  with  Tomorrow 

TOSHIBA 

For  more  mlormotion  writeJoshibo  Amciico  Infomotion  Systemsjiic  ,9740  livme  Bl»d  ,livme.C4  92718  oi  coll  1-800-457-7777,  i486  is  o  tiodemork  of  Intel  Coip 
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again."  Sons  Stanley  E.  II,  Robert 
VPS.  Avid  sailor,  though  says  he's  con- 
stantly on  the  run.  Estimated  over 
$300  million. 


Dwaytie  Orpilte  Andreas 
and  family 

Archer-Daniels -Midland.  Bal  Har- 
bour, Fla.  et  al.  74.  Divorced,  remar- 
ried; 3  children.  Dropped  out  of 
Wheaton  College  (Illinois)  to  join 
family  grain  business  1936.  Sold  some 
assets  to  Cargill  1947  anticipating 
draft;  not  called,  joined  Cargill.  Invit- 
ed into  ADM  $3.3  million  deal  1965. 
Chairman  1970,  ceo  1972.  adm  now 
$8.5  billion  (revenues)  world  com- 
modities giant.  Chairman  8  years  of 
U.S./Soviet  Trade  Commission; 
friends  with  Yeltsin:  "A  far  greater 
statesman  than  most  Americans  give 
him  credit  for."  On  aid:  "The  worst 
thing  that  can  possibly  happen  to  the 
West  is  for  [Russians]  to  generate  the 
attitude,  'Well,  we  tried  capitalism 
and  it  failed.'  "  With  son,  $300  mil- 
lion ADM  stock. 


MarshaU  Edison  (Doc)  Rihker  Sr, 
andfamily 

Concrete.  Palm  Beach.  87.  Widowed, 
remarried;  3  sons.  Nicknamed  "Doc" 
after  close  family  doctor;  arrived  Flor- 
ida in  Model  T  "flat  broke."  Founded 
Rinker  Rock  &  Sand  Co.  1926.  Life- 
long devotion  to  work:  12 -hour 
workdays  standard.  Slow  start,  even- 
tually built  largest  Florida  supplier 
ready-mix  concrete.  Son  became 
president  1982;  left  1983.  Sold  out  to 
Australian  CSR  Ltd.  1988  for  $515 
million;  Rinker  had  71%.  Now  travels 
about  2  months  a  year.  "If  you've  got 
the  money,  you  might  as  well  use  it. 
There's  no  sense  riding  in  tourist." 
Doc  still  consultant  to  old  firm,  in- 
vests portfolio  believed  over  $300 
million:  stocks,  tax-free  bonds,  but  no 
real  estate.  "It's  just  too  damn  much 
trouble  to  deal  with." 


Saul  Philip  Steinberg 

Financier,  nyc.  53.  Twice  divorced, 
remarried;  6  children.  Finished  Whar- 
ton 3  years,  age  19.  Founded  comput- 
er leasing  firm  Leasco  1961  with  fa- 
ther's $25,000;  went  public  1965. 
Took  over  Reliance  Insurance  1968, 
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failed  run  at  Chemical  Bank  1969. 
Took  Reliance  private  1982  for  $550 
million,  public  again  1986.  Played 
junk  bond  market  mid-1980s.  Saul, 
members  of  family,  trust,  own  79% 
Reliance;  he  and  his  brother  paid 
millions  in  salary,  etc.  Reliance  feeling 
weight  of  debts,  planning  to  ppt 
mortgage  insurance  company  on 
block.  Sizable  art  collection  in  Park 
Ave.  apt.  that  was  formerly  owned  by 
Rockefellers:  Old  Masters,  photo- 
realists,  sculptures.  Active  in  New 
York  social  whirl,  usually  on  diet. 
Stock  shrinking,  but  fortune  still  be- 
lieved $300  million  or  more. 


William  Henry  Cosby  Jr, 

TV,  entertainment.  55.  Amherst, 
Mass.;  NYC;  LA.  Married,  5  children. 
Philly  childhood,  quit  Temple  U., 
became  comedian:  on  Tonight  show 
within  year.  First  black  co-star  on 
network  TV:  /  Spy,  1964,  3  Emmys. 
Then,  kid  market:  guest  Sesame  Street, 
Electric  Company,  creator  Fat  Albert 
cartoon.  Well-paid  pitchman:  jell-O, 
Coke,  Kodak,  etc.  Back  on  prime  time 
with  Cosby  Show  1984:  huge  ratings. 
Syndicated  reruns  earn  $1  billion; 
Cos  gets  one-third.  Also  bestsellers: 
Fatherhood,  etc.  Vegas  circuit,  con- 
certs,   records.    Reviving    Groucho 


Bill  Cosby,  new  $300  million  nnan 
An  entertainer  on  this  list  lias  to  have  a 
businessman's  piece  of  the  action,  not 
just  a  star's  saiary  and  perl(S.  The  Cosby 
Show  proved  the  most  iucrative  sitcom  in 
TV  history.  His  remake  of  You  Bet  Your 
Uf  e  is  appearing  nightly. 


Marx's  Tou  Bet  Tour  Life.  Later 
awarded  Temple  degree,  U.  of  Massa- 
chusetts Ph.D.;  gave  $20  million  to  , 
Spelman  College,  noted  black  college 
(daughter's  alma  mater).  Net  worth 
at  least  $300  million. 


William  Alvin  (Tex)  Moncri4fJr. 

Oil  and  gas.  Fort  Worth.  72.  Di- 
vorced, remarried;  4  sons,  daughter. 
Son  of  legendary  Texas- born  wildcat- 
ter W.A.  (Monty)  Moncrief.  Had  4 
years  of  dry  holes,  then  blew  one  out 
on  northernmost  extension  of  vast 
east  Texas  field  1931 .  "My  father  had 
a  nose  for  oil."  Tex  joined  father 
1945;  Dad  coached  Tex  on  deals.  Sr. 
died  1986;  left  estate  to  grandchil- 
dren. Tex  continued  on;  "awesome" 
gas  find  in  Wyoming:  Madden  Field 
(at  least  500  million  cubic  feet  in 
reserves)  1972.  Also  other  big  finds. 
Never  takes  long  vacation  but  relaxes 
on  100,000-acre  Colorado  ranch, 
plays  golf  with  fellow  oilman  John  L. 
Cox.  One  million  dollars  to  U.  of 
Texas  cancer  center  1991.  Fortune 
believed  over  $300  million. 


B,  Francis  Saul  11 

Inheritance,  banking,  real  estate. 
Chevy  Chase,  Md.  60.  Married,  5 
children.  Heir  to  Washington,  D.C. 
real  estate  company  founded  by 
grandfather  1892.  Formed  B.F.  Saul 
REIT  1964;  took  private  1988;  rough 
years  since.  Started  Chevy  Chase  Fed- 
eral Savings  Bank  in  trailer  (still  in 
place)  at  shopping  center  1969;  now 
one  of  largest  consumer  banks  in 
Maryland;  80%  owned  by  Saul's 
REIT — s&L  assets  accounted  for  93% 
of  REITs  consolidated  assets  1990.  His 
2  sons  fourth  generation  in  family 
business;  one  faced  insider  trading 
charges  1991.  Owns  dozen  or  more 
real  estate,  financial  operations.  Stays 
well  out  of  public  eye.  Fortune  be- 
lieved over  $300  million.  "Be  conser- 
vative; build  long-term  values." 


Richard  E.  Jacobs 

Shopping  centers.  Lakewood,  Ohio; 
NYC.  67.  Divorced,  3  children.  Raised 
Akron,  father  sold  Goodyear  blimps. 
Dick,  brother  Dave,  sold  real  estate 
after  WWII;  assembled  sites  for  then- 
fledgling  mall  developer  Edward  De- 
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David  H.  Murdock, 
chairman  of 
Dole  Food 
Murdock  is 
dedicated  to 
preserving  the 
trees  on  iiis  2,000- 
acre  tract  in 
higlMlass 
Thousand  Oaits, 
Calif.  Since  the 
late  1980s  more 
than  1,000  have 
been  moved. 
"It's  a  low-tech 
job,"  says  a 
spokesman.  "We 
prune  the  tree, 
build  a  box  around 
it,  we  pick  it  up 
with  a  50-ton  crane 
and  move  it." 


Bartolo.  With  partner  Dominic  Vis- 
consi,  built  mall  Columbus,  Ohio 
1962;  now  over  40  malls,  more  than 
40  million  square  feet  nationwide. 
Visconsi  no  longer  financially  in- 
volved. Also  31  Wendy's  fi-anchises 
(mosdy  nyc  area),  Marriott  hotels, 
Cleveland  (baseball)  Indians.  New 
building  in  downtown  Cleveland, 
plans  to  operate  city-  and  county- 
built  baseball  stadium  1994.  Broth- 
er/minority partner  Dave  handled 
construction,  died  Sept.  Dick's  esti- 
mated worth  $300  million. 


Aaron  SpeUin0 

Television.  Holmby  Hills,  Calif.  69. 
Divorced,  remarried;  2  children.  Dal- 
las-raised son  of  Russian  immigrant. 
High-strung:  nervous  breakdown  age 
8.  To  LA  1953  as  writer,  actor.  First 
success  1968:  Mod  Squad.  Hits 
throughout  1970s,  1980s:  Dynasty, 


Jj)ve  Boat,  Fantasy  Island,  Charlie^s 
An£iels,  etc.;  all  on  abc — "Aaron's 
Broadcasting  Co."  Took  production 
company  public  1986,  acquired  by 
Carl  Lindner  (which  see)  1989.  Sold 
out  to  Lindner  1991,  still  works  for 
company.  After  dry  spell,  hit  1990 
vidth  Beverly  Hills,  90210  (daughter 
Tori  a  co-star).  Three  or  4  new  shows 
this  fall  (none  on  ABC).  Blew  some 
$50  million  on  Holmby  Hills  super- 
mansion,  but  net  worth  still  estimated 
about  $300  million. 


Michael  Robert  Forman 

Real  estate,  movie  theaters.  57.  Bel 
Air,  Calif.  Divorced,  remarried;  2 
sons,  daughter  from  first  marriage. 
Father  started  drive-in  empire  1940s; 
bought  vacant  land  for  theaters  near 
soon-to-be-completed  Los  Angeles 
freeways:  land  eventually  perfect  sites 
for  shopping  centers,  etc.,  appreciat- 


ed several  hundredfold.  Later  ex- 
panded into  walk-in  theaters  around 
California,  elsewhere.  Died  1981. 
Son  Michael,  very  private,  reportedly 
philanthropic,  passed  active  manage- 
ment of  family  fortune  to  money 
manager  Jim  Cotter.  Many  properties 
still  movie  theaters,  but  with  Cotter's 
canny  investments  (hired  for  about 
20%  of  profits),  Forman  believed 
worth  $300  million. 


Franklin  Parsons  Perdue 

Chickens.  Salisbury,  Md.  72.  Twice 
divorced,  remarried;  4  children  from 
first  marriage.  Quit  teacher's  college 
to  join  father's  egg  business.  Switched 
to  broilers  1940;  post-WWII  chicken 
boom  put  many  feathers  in  company 
coffers.  Added  feed,  processing;  cre- 
ated one  of  first  integrated  chicken 
operations;  then  built  industry's  first 
brand  name  with  clever  advertising: 
"It  takes  a  tough  man  to  make  a 
tender  chicken."  (So  tough  he  met 
with  NYC  godfather  Paul  Castellano  to 
block  union  organizers  1980.)  Per- 
due nation's  fourth-largest  chicken- 
plucker,  1991  sales  $1.1  billion. 
Brand  name  widens  margins.  Son 
James  runs  company,  but  Frank  still 
pitchman.  Frank's  90%  beUeved  to  be 
worth  at  least  $300  million. 


Daniel  Crow  Searle 
William  Louis  Searle 
Suzanne  Searle  Dixon 

Brothers  and  sister.  Inheritance. 
Great-grandfather  Gideon  Daniel 
Searle  bought  small  Indiana  drug- 
store 1868,  built  early  drugstore 
chain;  began  making  pharmaceuticals 
as  G.D.  Searle  &  Co.  1888.  Extreme- 
ly profitable  under  grandson  John, 
president  1936-66.  Introduced 
Dramamine  and  the  first  oral  contra- 
ceptive, etc.  Doubted  sons'  abilities: 
attempted  mergers  to  acquire  man- 
agement, failed.  Daniel:  Winnetka,  111. 
66.  Married,  3  children,  ceo  1966-77. 
Disastrous  buying  spree:  "Few 
matched  Searle  in  picking  losers."  fda 
probe  hurt  company  image.  Hired 
former  Defense  Secretary  Donald 
Rumsfeld  to  clear  up  mess  1977. 
Rumsfeld  and  discovery  of  aspartame 
(Nutrasweet)  saved  company.  Sold 
out  to  Monsanto  1985.  William:  Lake 
Forest,  111.  64.  Married,  3  children. 
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Daniel  Terra 
with  wife,  Judith, 
at  his  new 
Musee  Americain 
Giverny 

(just  outside  Paris) 
The  locals  don't 
like  the  traffic, 
and  it's  hard  to 
imagine  much 
Gallic  pride 
in  a  display 
of  American 
paintings  when 
Claude  Monet's 
old  house  and 
garden  are  just 
up  the  road. 


Suzanne:  Lake  Forest.  61.  Married,  3 
children.  Money  now  diversified,  in- 
cludes some  (managed)  venture  capi- 
tal. Their  share  proceeds  from  sale,  etc. 
estimated  total  S900  million. 


Jennifer  Johnson  Duke 
James  Loring  Johnson 

Princeton,  N.J.  Two  youngest  chil- 
dren of  John  Seward  Johnson  (d. 
1983).  Father  inherited  portion  of 
Johnson  &  Johnson  pharmaceuticals 
empire  and  set  stage  for  enormous 
1986  legal  battle  between  his  children 
and  third  wife  and  principal  heir  Bar- 
bara Piasecka  Johnson  (which  see). 
Jennifer  and  James  each  received  $6.2 
million  from  Dad;  their  main  wealth 
from  1944  family  trusts,  holding  j&j 
stock.  Neither  believed  to  have  sold. 
Jennifer:  Jacksonville,  Fla.  51.  Di- 
vorced, remarried;  2  children  from 
first  marriage.  Second  marriage  to 
fiirniture  designer  Joseph  Duke.  Por- 
trait photographer.  Untouched  trust 
worth  some  $300  million.  James: 
Hunterdon  County,  N.J.;  Long  Is- 
land, N.Y.  47.  Married;  2  children,  4 
stepchildren.  Operates  farm;  painter. 
Trust  worth  some  $300  million. 


WiUimn  Edward  Maritz 
andfamily 

Business  ser\ices.  St.  Louis.  63.  Di- 
vorced, 4  children.  Grandfather  Ed- 
ward F.  Maritz  began  making  watches 
1894.  Father  James,  to  boost  Depres- 
sion sales,  convinced  businesses  to  use 
watches  as  employee  performance  in- 
centives. Soon  abandoned  watches, 
focused  on  selling  motivation  ser- 
vices. Bill,  driving  force  since  early 
1960s;  chairman,  ceo  1983;  with  sis- 
ter controls  100%  voting  stock.  Now 
sells  performance  improvement  to 
Forbes  500  companies,  including 
IBM,  big  three  automakers.  Also  busi- 
ness travel  services  (vacations  out- 
motivate  watches),  market  research. 
Hard-hit  by  recession:  Revenues 
steady  $1.2  billion,  but  earnings 
down  sharply  3  straight  years.  Re- 
bound hoped  for.  Weakened  by  reces- 
sion, company  still  estimated  at  $300 
million  or  more. 


Robert  Charles  Joseph 
Edward  Sabatini  Guccione 

Publishing.  NYC  60.  Twice  divorced, 
remarried;  5  children.  Brooklyn-born 


accountant's  son.  At  18,  traveled  Eu- 
rope drawing  portraits,  telling  for- 
tunes. With  few  thousand  fi-om  fa- 
ther, started  U.K.  mail-order  sales  of 
U.S.  girlie  magazines,  pinups. 
Launched  Penthouse  London  1965, 
U.S.  1969:  grittier,  more  pubic, 
more  European  than  Playboy.  Later, 
Omni,  Longevity,  Four  Wheeler; 
bought  Saturday  Review,  Compute!, 
3  automotive  trade  magazines.  Valu- 
able collection  impressionists,  some 
Old  Masters.  Extravagant  nyc  town- 
house  (silver-lined  swimming  pool); 
67-acre  estate;  Adantic  City  hold- 
ings. But  Penthouse  sales  fall  as  baby 
boomers  age;  men's  faces  replacing 
women's  skin  on  covers.  Estimated 
around  $300  million. 


Malcolm  Austin  Borg 

Publishing,  W.  Englcwood  and 
Spring  Lake,  N.J.  54.  Married,  3  chil- 
dren. Grandfather  John  wealthy  Wall 
St.  stockbroker,  bought  into  Bergen 
County  (N.J.)  Record  1922;  wholly 
owned  by  family  since  1930.  Consid- 
ered best-written  daily  in  state:  "You 
can't  have  quality  without  putting 
money  into  it."  From  small  country 
daily  to  suburban  powerhouse.  Mai 
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Only  one  corporate  travel  payment  system 
can  keep  your  people  in  the  air  and  your  costs  on 
the  ground.  The  Air  Travel  Card  Payment 
System.  It  has  no  annual  fees,  no  interest 
charges  and  no  per-card  charges.  So  with 
the  Air  Travel  Card,  all  you  pay  for  is  air  travel? 

And,  because  it's  the  airlines'  payment 
system,  it's  instantly  accepted  on  over  200  airlines 
worldwide  and  can  provide  your  company  with  a 
variety  of  billing  formats,  management  reports  — 


even  customized  billing.  Plus,  automatic 
insurance  every  time  you  use  it. 

For  more  information  on  how  to  keep 
^^  your  people  up  and  your 
costs  down,  call  1-800- 
222-4688  (in  the  District 
of  Columbia,  call  626-4224). 

THE  SMARTEST  ROUTE^ 

Call  1-800-222-4688,  Or  See  Your  Travel  Agent  or  Airline  Representative. 
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colm  took  over  1971;  brother  sold 
out  amicably  1982.  Macromedia  Inc. 
also  owns  Woodbridge  (N.J.)  News- 
Tribune,  4  CBS  affiliate  TV  stations. 
Children:  John,  30,  chief  operating 
officer  for  Hong  Kong  Standard;  Jen- 
nifer, 27,  NYC  attorney;  Stephen,  24, 
learning  TV.  "People  may  consider  me 
fat,  dumb,  lazy— and  happy."  Esti- 
mated $300  million. 


Dean  Stanly  Lesber 

Newspapers.  Orinda,  Calif  90.  Mar- 
ried; 3  children,  2  daughters  in  busi- 
ness. Doctor's  son;  U.  of  Maryland, 
Harvard  Law.  Kansas  City  trial  lawyer 
14  years  (Harry  Truman:  "most  ex- 
pensive Republican  lawyer  in  town"). 
Saw  newspaper  clients  "seemed  to  be 
doing  exceptionally  well.  I  thought 
the  Lord  pointed  a  flaming  finger  in 
my  direction."  Moved  to  California, 
consulted  with  newspaper  broker, 
bought  first  paper  March  1941. 
Then,  WWII  newsprint  shortage:  "1 
sat  there  and  bawled  like  a  baby." 
From  low  point,  built  slowly  to  11 
dailies,  29  weeklies.  Lord's  flaming 
finger  sent  dramatic  growth  to  Bay 


The  model  prisoner 
Michael  Milken  will  likely 
be  released  from  minimum 
security  prison  camp  in 
Dublin,  Calif,  by  March  1993. 
Milken's  actual  prison  time 
would  be  24  months  out  of 
the  original  ten-year  sen- 
tence. When  reducing  the 
sentence,  U.S.  District 
Court  Judge  Kimba  Wood 
cited  Milken's  cooperation 
with  prosecutors  and  status 
as  a  "model  prisoner." 


Area-Sacramento  corridor;  now  over 
440,000  total  circulation.  Worth  esti- 
mated $300  million  or  so. 


Robert  J.  Congel 

Shopping  malls.  Fayetteville,  N.Y.  57. 
Married,  5  children.  Son  of  Syracuse 
construction  superintendent.  Ford- 
ham  1958.  Won  $13,000  water  pol- 
lution control  contract;  dug  cellars 


a.m.,  laid  pipe  p.m.  First  shopping 
center  1973.  Now  majority  partner 
Pyramid  Co.,  largest  mall  builder  in 
Northeast.  May  kick  out  tenants  who 
fail  to  meet  sales  targets;  fights  politi- 
cians, environmentalists,  local  mer- 
chants to  build;  usually  wins.  Domi- 
nant in  western  New  York  state  in 
mall  market.  Bought  Bonwit  Teller 
1990  as  name  anchor  tenant.  Also  has 
some  Syracuse  office  space.  Wife,  chil- 


Is  there  a  way  fo 
operating  <osts  i 


EDS  helped  River  Forest  Bancorp  answer  yes. 

Information  technology  applications 
developed  and  managed  by  EDS  help 
River  Forest  Bancorp  save  $1  million 
a  year  in  operating  costs.  The 
holding  company  has  used  these 
savings  to  rapidly  expand  its 
business  through  acquisitions.  And 
improvements  EDS  made  to  the  bank's 


systems  are  helping  customers 
better,  faster  service.  As  a  resi 
deposits  increased  by  $275  mill 
from  1990  to  1991.  In  additi( 
River  Forest's  stock  price  r< 
nearly  40%  during  1991 
more  than  250%  since  1988. 

EDS  quickly  converted  t^V- 
systems  used  by  the  three  bai 
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dren  share  trusts,  active  in  company. 
Congel:  "I  don't  hardly  own  any- 
thing." "Hardly  anything"  worth  es- 
timated $300  million. 


Claude  B.  (Doc)  Penmn0ton 
andfamUy 

Oil,  gas.  Baton  Rouge,  La.  92.  Mar- 
ried; only  son  killed  in  oil  rig  accident 
1958,  3  grandchildren.  Labored 
summers  in  Louisiana  oilfields. 
Joined  father's  medical  practice  1925 
as  optometrist;  closed  clinic  day  afiier 
father's  death;  returned  to  oilfields. 
On  leased  land,  made  first  known  oil 
discovery  east  of  Atchafalaya  River; 
traded  leases,  bought  Port  Hudson 
properties  mid-1950s;  deep  drilling 
began  1970s.  Local  banks'  favorite 
depositor:  over  $100  million  cash. 
Nutrition  enthusiast,  donated  $125 
million  to  LSU  for  nutrition  center; 
ardent  believer  in  peanut  oil,  vitamins 
E  and  C.  "Someday  I'm  going  to  be 
an  old  man.  I'd  like  for  science  to 
know  how  to  prolong  my  health." 
Believed  worth  youthftil  $300  mil- 
lion or  more. 


Bruce  Kovner 

Trading.  47.  nyc.  Married,  3  chil- 
dren. Aspiring  political  science  pro- 
fessor had  writer's  block  on  Harvard 
dissertation.  Drifted  6  years:  drove 
cab,  studied  harpsichord  at  Julliard. 
At  3 1  sought  steady  work  in  financial 
markets.  Read  textbooks;  reportedly 
put  $3,000  of  trading  on  Master- 
Charge:  $40,000  paper  profit  on 
third  trade;  didn't  hedge,  lost 
$23,000  in  a  few  hours.  "I  didn't  eat 
for  days."  Joined  Commodities 
Corp.,  learned  from  veteran  trader 
Michael  Marcus.  Started  Caxton 
Corp.  1983.  Stunning  returns:  87%  in 
1985,  98%  in  1987.  Today  around 
$1.5  billion  managed  for  fee  plus 
estimated  one -third  profits.  Thinks 
info  essential:  chats  up  decision  mak- 
ers, owns  tankers  to  gauge  oil  market. 
Supersecret.  May  be  worth  some 
$300  million. 


John  Q^ientin  Hamnwns 

Hotels.  Springfield,  Mo.  70.  Married, 
no  children.  Taught  school,  worked 


on  Alaskan  highway;  Navy  WWII. 
Postwar  began  concrete  products 
business;  went  biist  1948,  leaving  him 
$57,000  in  debt.  Undeterred,  started 
building  apartments,  shopping  cen- 
ters; cleared  debt  in  18  months.  With 
partner  Roy  Winegardner,  purchased 
Holiday  Inn  franchises  beginning 
1959.  After  building  31  hotels,  sold 
for  HI  stock  1970;  then  kept  on  build- 
ing. Today,  maintains  88  inns,  5  Em- 
bassy Suites,  and  still  going.  Strategy: 
situate  hotels  in  recession-proof  uni- 
versity towns,  state  capitals:  "In  the 
1980s  we  had  glitzy  players  going 
into  glitzy  cities  to  do  their  acts.  Not 
me."  It  worked;  net  worth  estimated 
more-than-glitzy  $300-million-plus. 


Melvin  Simon 

Shopping  centers.  Indianapolis,  etc. 
66.  Divorced,  remarried;  5  children. 
Brooklyn -born,  raised  Bronx,  son  of 
garment  district  tailor.  Army  hitch  in 
Indianapolis,  peddled  encyclopedias. 
Became  leasing  broker,  sent  for 
brother  Herb:  "It  was  easy  money." 
Saw  potential  of  strip  centers,  then 
regional  malls;  built  all  over  Midwest. 


'our  business  to  turn 
0  operating  capital? 


pt  River  Forest  acquired  in  1990  to 
pe  common,  streamlined  system. 
i's  used  by  seven  of  the  holding 
pmpany's  eight  banks.  River  Forest 
1  now  positioned  to  provide 
^stomers  with  a  broader  range 
f  services  in  more  locations. 
[  "We've  turned  ail  our  technol- 
gy  needs  over  to  EDS,"  says  Robert 


J.  Giickman,  President  of  River 
Forest  Bancorp.  ''We've  lowered 
costs,  and  improved  profits."  In 

fact,  since  1988,  on  a  nationwide 
basis.  River  Forest  has  consistently 
ranked  first  or  second  on  return-on- 
equity  among  its  peer  group  banks. 

The  right  applications  of  infor- 
mation technology  are  improving 


both  profits  and  service.  EDS  is  the 
world  leader  in  applying  information 
technology.  To  find  out  how  we  could 
help  you,  write  Barry  Sullivan,  EDS, 
7171  Forest  Lane,  M37, 
Dallas,  Texas  75230.  Or 
you  can  call  us  at  (214) 
490-2000,  ext.  137. 
TAKE  ADVANTAGE  OF  CHANGE' 


EDS 
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OVER  $265,000,000 


Today,  brothers  control  over  145 
shopping  centers,  65  million  sq.  ft.; 
second  biggest  in  business.  Have 
22.5%  Minneapolis'  giant  Mall  -of 
America.  "Meshuggener  Mel,"  for 
colorftil  clothes,  exuberant  manner. 
Tried  financing  films  (Porky%  My 
Bodyjfuard).  Co-owns  Indiana  (bas- 
ketball) Pacers.  Restructuring  against 
real  estate,  retailing  recession,  but 
Mel's  stake  estimated  at  $300  million. 


M,  Larry  Lawrence 

Real  estate.  Coronado,  Calif  66. 
Thrice  divorced,  remarried;  3  chil- 
dren. Chicago- born.  Poor,  slept  on 
bed  in  living  room.  "I  never  knew 
anyone  who  lived  in  a  single -family 
home  until  I  went  to  college." 
Worked  in  deli  age  9.  Played  pro 
football,  worked  as  carpenter;  started 
building  homes.  To  San  Diego  195  L 
Bought  run-down  Hotel  del  Corona- 
do  to  get  land  1963;  cost  under  $10 
million.  Thought  about  demolition, 
reconsidered.  Over  10  years  poured 
$100  million  into  repairs.  Now  prin- 
cipal asset,  estimated  worth  over 
$200  million.  Also  office  buildings, 
construction  company.  Active  in 
stock  market,  etc.  Deal  junkie.  Liberal 
Democrat,  great  friend/giver  Clin- 
ton. Estimated  $300  miUion. 

* 

David  Blecb 

Biotech  investments.  NYC.  36.  Mar- 
ried, 1  child.  Son  of  Vienna-born 
rabbi  turned  stockbroker.  College 
music  major,  even  says  had  hit  song  in 
Italy,  but  became  stockbroker  in- 
stead. Made  around  $200,000  1970s 
in  private  placements,  small  technol- 
ogy stocks.  Began  investing  with 
brother  Isaac  in  1981.  Biggest  deal: 
raised  $20  million  for  Genetics  Sys- 
tems, sold  to  Bristol-Myers  Squibb 
for  $300  million  1986.  With  mother, 
Esther,  David  invested  in  small  public 
tech  stocks,  often  with  prize-winning 
scientists — for  example,  ICOS,  Phar- 
mos.  In  1990  brothers  split  $100 
million.  More  aggressive  David  start- 
ed D.  Blech  &  Co.  Described  as  high- 
strung,  no  hobbies.  Currently  has  11 
public,  plus  shares  in  at  least  6  private 
companies.  Total  net  worth  recently 
estimated  at  $295  million,  much  in 
trusts. 


Thomas  Mellon  Evans 

Investments.  NYC,  82.  Divorced,  wid- 
owed, remarried;  3  children  by  first 
marriage.  Yale.  Introduced  to  busi- 
ness by  distant  relative.  Gulf  Oil  boss 
W.L.  Mellon,  early  conquistador  of 
undermanaged  companies.  Thomas 
learned  fast:  turnarounds  included 
bankrupt  H.K.  Porter  1938;  Crane 
Co.  1959;  over  80  others.  Appreci- 
ates today's  market  atmosphere: 
"Takeovers  weren't  respectable.  Now 
they  are."  Quit  top  spot  at  Crane  after 
losing  board  battle  with  son  Shell. 
Sold  22%  MacMillan  (publishing) 
stock  despite  pleas  of  ceo — his  other 
son,  Edward — not  to.  Still  large  hold- 
er Fansteel.  Also  Buckland  Farms, 
horse  breeding  sites  Ky.,  Va.;  art.  Net 
worth  estimated  at  $290  million. 


Joe  Lewis  AUhritton 

Broadcasting,  banking,  insurance. 
D.C.,  Houston.  67.  Married,  1  son. 
Son  of  Houston  cafe  owner;  native  of 
Mississippi.  Made  first  million  age  30 
cofounding  Texas  S&L;  bought  Hous- 
ton land  with  bank  loans.  Bought 
Washington  Star  1974,  sold  1978. 
Began  acquiring  Riggs  National  Bank 
stock  early  1980s:  "You're  not  wres- 
tiing  alligators  to  see  if  you  can  drain 
the  swamp  to  see  if  you  can  grow  a 
crop."  But  bank  now  troubled:  All- 
britton  has  sold  assets.  Calif  insur- 
ance commissioner  ordered  payback 
of  $12  million  dividends  from  his 
Pierce  National  Life.  But  Allbritton 
Communications  still  strong,  be- 
lieved to  have  little  debt.  Cut  own 
salary  at  Riggs,  still  may  be  worth  over 
$290  million. 


Robert  Staples  Howard 

Howard  Publications.  Rancho  Santa 
Fe,  Calif  68.  Married,  4  children.  U. 
of  Minnesota  dropout.  After  WWII 
inherited  hometown  (Wheaton, 
Minn.)  paper:  "I  swept  the  floors, 
melted  lead,  sold  ads,  wrote  sto- 
ries .  .  .  you  name  it."  Founded  How- 
ard Publications  1961 ;  saw  possibility 
of  owning  more  than  one  paper.  Built 
to  18  dailies,  nearly  450,000  sub- 
scribers; added  other  media.  Unas- 
suming— flagship  is  Hammond 
(Ind.)  Times — but  profitable  chain. 


Roberto  C.  Goizueta, 
Coca-Cola  Co. 
chairman 

In  1954  Cuban4}orn  Goizueta 
answered  a  tiny,  fine-print 
advertisement  in  a  Cuban 
newspaper  seel(ing  employ- 
ees for  the  technical  depart- 
ment of  Coke's  Havana 
subsidiary.  Twenty-seven 
years  later,  in  1981,  he  was 
named  Coke's  chairman.  This 
year  he  joins  the  Forties  Four 
Hundred  for  the  first  time, 
thanks  to  stock  bonuses, 
purchases  and  option  exe^ 
cises,  not  salary. 


Sold  Buffalo  TV  station  1988  for  $100 
million;  sold  40%  stake  Choice  (cable) 
TV  for  $72  million.  "If  I'd  only  been 
smart,  I'd  have  sold  my  newspapers 
then,  too."  Amid  media  recession, 
still  estimated  $285  million;  he  says 
far  less:  "I  don't  want  to  sail  under 
false  colors." 


James  Richard  Leinin^er 

Specialty  hospital  beds.  San  Antonio. 
48.  Married,  4  children.  Son  of  Fort 
Wayne,  Ind.  family  M.D.  Indiana  U. 
medical  school;  military  service  San 
Antonio's  Brook  Army  Medical  Cen- 
ter. Later,  saw  patients  survive  emer- 
gency room,  but  die  in  intensive  care 
from  complications  related  to  immo-. 
bility.  Saw  demonstration  Roto  Rest,, 
rotated  patients  from  side  to  side; 
helped  drainage  of  lungs,  kidneys. 
Acquired  distributorship;  then  com- 
pany, rights  to  technology  1975. 
Started  out  of  one -room  apartment; 
public  1988;  1991  sales  $249  million. 
Hospitals  order  specialized  beds  as 
cases  demand;  Kinetic  Concepts  de- 
livers, installs  within  hours.  Now  also 
in  Western  Europe;  offers  other  life- 
support  equipment.  His  shares,  etc. 
worth  $285  million. 
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Joseph  Reeves  Hyde  in 

Auto  parts.  Memphis,  Tenn.  49.  Di- 
vorced twice,  2  children.  U.  of  N.C. 
Grandfather  founded  Malone  & 
Hyde,  supermarket  wholesaler,  1907; 
J.R.  (Pitt)  Hyde  III  president  1969, 
age  26.  Youngest  top  executive  of  any 
NYSE  firm;  expanded  into  retail  drugs, 
Piggly  Wiggly  franchises.  Founded 
Auto  Shack  1979  for  big  underserved 
niche:  parts,  etc.  for  low-income  cus- 
tomers who  must  fix  own  cars  from 
economic  necessity;  amazing  success. 
With  KKR,  led  1984  lbo  Malone  & 
Hyde;  sold  to  Fleming  Cos.  1988  for 
$600  million;  kept  Auto  Shack.  Re- 
named AutoZone,  now  672  stores 
(mosdy  Tenn., Tex.,  Ariz.,  La.);  1992 
sales  $1  billion.  Took  public  April 
1991.  Pitt's  12%,  other  holdings,  re- 
cendy  estimated  $285  million. 


Edmund  WattisLiUlefteld 

Utah  International.  78.  Burlingame, 
Calif.  Married,  3  children.  Grandson 
of  E.O.  Wattis,  who  cofounded  ui's 
predecessor.  At  14,  waterboy  for 
firm's  construction  crew  in  Ogden, 
Utah.  Stints  with  Standard  Oil,  large 
dairy  company.  Lured  back  to  lan- 


guishing ui  1951,  reminded  of  com- 
pany stock  he  stood  to  inherit.  One 
condition:  no  requirements  to  hire 
relatives  of  big  stockholders.  Steered 
toward  coal,  copper  mining.  Became 
GE  director.  Desire  for  stability  and  ge 
Chairman  Reg  Jones'  ambition  cata- 
lyzed then -largest  merger — $2.2  bil- 
lion, 1976  (ui  resold  1984).  ge  shares 
Since  tripled:  Wattis  family  holdings 
worth  $1.4  billion;  Ed's  shares,  other 
assets,  $280  million. 


Oaklei^h  Bldkeman  Thome 

Commerce  Clearing  House.  Mill- 
brook,  N.Y.  60.  Divorced,  remarried; 
3  sons,  1  daughter.  B.A.  Harvard. 
Great-grandfather  Oakleigh  Thorne 
bought  cch's  predecessor  company 
1907,  six  years  before  income  tax 
enacted.  Company  became  largest 
publisher  of  tax  guides  for  lawyers, 
accountants  and  government.  Big- 
gest subscriber:  iRS.  Thrives  on  tax 
"reform."  Keeping  publications  but 
writing  off  tax  processing  business; 
trying  to  follow  tax  processing  in- 
house  with  soft:ware.  Main  negative: 
merger  or  failure  of  law  and  account- 
ing firms.  On  "Thorndale"  upstate 
N.Y.  raises  Thoroughbreds,  orchids. 
Stock,  etc.  worth  $280  million. 


Jack  Monteith  Berry  Sr.  and  family 

Citrus.  Winter  Haven,  Fla.;  Blowing 
Rock,  N.C.  75.  Married;  son,  2 
daughters.  Left  native  Tennessee  to 
seek  fortune  in  nyc  1939;  took  dic- 
tion lessons  to  lose  accent.  Joined 
brother's  fruit  brokerage  business, 
earning  $75,000  a  year  at  30.  In 
1950s  supermarkets  bypassed  bro- 
kers; Berry  moved  to  south  Fla.,  gam- 
bled on  drainage -hampered  citrus 
land.  Planted  6,000  acres  1960s. 
Now  more  than  20,000  acres  groves, 
26,000  acres  undeveloped.  Also  pro- 
cessing, box  plants;  recentiy  sold  plas- 
tics operations.  Claimed  too-low 
Forbes  estimate  hindered  efforts  to 
sell  company  at  good  price.  Jack  Jr., 
daughter  Holly  have  citrus  business, 
daughter  Ruth  traded  citrus  for  family 
ranch;  Jack  Sr.  still  largely  in  charge. 
Estimated  $280  million. 


Richard  Jerome  O'Neill 
Alice  O'Neill  Avery 
andfamily 

Brother  and  sister.  Inheritance,  real 
estate.  Grandfather  Richard  O'Neill 
left  catde  business  in  Ireland  to  man- 
age friend's  vast  southern  California 
ranch  in  exchange  for  half  the  land. 
Grandchildren  inherited  52,000  acres 
1943,  sold  parcels  steadily.  Devel- 
oped 10,000-acre  Mission  Viejo  tract 
mid-1960s  with  Donald  Bren  (which 
see),  later  purchased  by  Philip  Morris 
for  $72  million.  Currentiy  developing 
5,000-acre  planned  community  Ran- 
cho  Santa  Margarita,  Orange  County, 
headed  by  Alice's  son  Anthony 
Moiso.  Richard:  San  Juan  Capistrano, 
Calif.  69.  Married,  no  children. 
Ranching  interests  Mexico,  Nicara- 
gua; also  Calif,  restaurants.  State 
Democratic  heavyweight.  Alice:  LA. 
75.  Divorced,  widowed;  3  sons,  7 
grandchildren.  Extensive  collection 
doUhouses,  dolls.  Dick  and  Alice, 
families,  share  ranch,  other  invest- 
ments estimated  over  $550  million. 


Jack  Parker  andfamily 

Real  estate.  NYC,  Boca  Raton,  Fla.  77 . 
Married,  2  children.  Son  of  blouse 
manufacturer,  became  lumber  sales- 
man; own  company  1946;  sold  1954: 
"I  like  to  play  tennis  and  golf,  so  I 
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retired  in  my  40s."  Liked  developing 
properties  more;  3  weeks  later  started 
construction  company;  suburban 
homes  1950s,  then  risky  Parker 
Towers  (first  luxury  high  rise  in  NYC's 
Queens)  1959.  Expanded  to  Manhat- 
tan, N.J.,  Fla.  Gambled  successfiiUy 
on  Hotel  Parker  Meridien  1981.  Co- 
oped most  apts.  1980s.  Lots  of  small 
projects:  "We'd  rather  make  a  small 
profit  than  take  a  big  loss."  Grandson 
Adam  Glick  heir  apparent.  Fortune 
around  $275  million.  A  peer:  "He's 
got  more  nerve  than  a  lot  of  us  do." 


John  Brooks  Fuqua 

Entrepreneur.  Atlanta.  74.  Married,  1 
surviving  son.  Poor  farm  boy  ham  op- 
erator, no  college,  started  first  Augus- 
ta radio  station  1940;  "J.B."  later 
branched  into  cable,  TV.  Profits  sup- 
ported conglomerating  binge  1960s. 
Took  Fuqua  Industries  public  1966, 
then  known  as  Natco:  lawn/garden 
equipment,  sporting  goods,  photo- 
finishing;  sold  stake  for  $47  million 
1989.  Amassed  huge  private  fortune 
from  years  of  wheeling/dealing. 
"I've  never  done  an  unfriendly  deal." 
Shrewd,  skillful;  always  looking.  No 
outside  hobbies,  "My  biggest  re- 
gret." Semiretired;  well-connnected 
politically;  former  state  legislator. 
Donated  $10  million  to  Duke,  busi- 
ness school  named  aft:er  him.  Vast 
stock,  real  estate,  oil/gas  portfolio 
estimated  $275  million. 


William  Edward  Simon 

LBOs.  New  Vernon,  N.J.  64.  Separat- 
ed, 7  children.  Lafayette  College. 
Traded  munis;  later  head  government 
trader  for  Salomon.  Treasury  secre- 
tary under  Ford.  Partner,  pioneer  lbo 
firm  Wesray  Corp.  with  Raymond 
Chambers,  1981-86;  bought  under- 
priced  cash-rich  companies  in  mature 
industries.  Partnership  split.  Soon 
new  partnership  with  friend  Gerald 
Parsky  (la  lawyer)  as  WSGP  Interna- 
tional; drew  Saudi  royalty,  European 
billionaire  investors;  invested  in 
banks,  real  estate.  Split  mid- 1991. 
Now  head  of  N.J. -based  firm  William 
E.  Simon  and  Sons;  investments  fo- 
cused on  financial  services,  thrift:s,  real 
estate.  Avid  sailor,  scuba  diver;  chairs 
U.S.  Olympic  Foundation.  After  re- 
verses, may  be  worth  $275  miUion. 
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David  William  Grainier 

Electrical  equipment.  Skokie,  111.  64. 
U.  ofWisconsin.  Married,  3  children. 
Father  William  Wallace  Grainger, 
electrical  engineer,  founded  whole- 
sale electrical  equipment  distributor 
1927  with  $6,750  borrowed  from 
wife.  Widespread  conversion  to  alter- 
nating current,  modernizing  factories 
drove  demand.  First  MotorBook,  key 
selling  tool,  8  pages;  now  General 
Catalog  over  2,700  pages.  Went  pub- 
lic 1967,  retired  1968.  Only  son  Da- 
vid W.  took  over;  chairman  1968. 
Now  acquiring  smaller  distributors; 
total  over  360  sales  outlets  across  50 
states;  sales  exceeded  $2  billion  mark 
first  time  1991.  Current  focus:  spe- 
cialty businesses,  e.g.,  safety,  sanita- 
tion products.  Ver\^  private.  His 
shares  worth  $270  million. 


Anne  Hendricks  Bass 

Divorce,  nyc.  Fort  Worth.  51.  2 
daughters.  Split  with  Sid  Bass  (which 
see)  after  2 3 -year  marriage.  Daughter 
of  Indianapolis  surgeon;  Vassar. 
Dance  fanatic:  home  adorned  with 
Degas  dancers;  executive  committee 
of  NYC  Ballet,  gave  school  to  Fort 
Worth  Ballet.  Thawed  out  since  split: 
"People  like  her  a  lot  better  since 
she  hasn't  been  Mrs.  Sid  Bass."  Fix- 
ture on  Manhattan  social  scene: 
New  York  Public  Library,  Museum 
of  Modern  Art,  Metropolitan  Muse- 
um of  Art;  "She  gives  wonderfiil 
private  parties."  Has  never  forgotten 
Texas:  Fort  Worth  Art  Museum, 
Fort  Worth  Ballet,  maintains  distinc- 
tive home.  Believed  still  holding  1.4 
million  shares  Disney  stock.  Also 
Fift:h  Avenue  apartment;  Monet, 
Rothko,  Picasso.  Estimated  net 
worth:  $270  million. 

• 

George  B.  Kaiser 

Oil  and  gas,  banking.  Tulsa.  50.  Mar- 
ried, 3  children.  Father  fled  Nazi  Ger- 
many for  Tulsa  1938.  Worked  in  fam- 
ily-owned Francis  Oil  &  Gas;  started 
separate  drilling  business  1949.  The 
two  companies  gradually  merged. 
George  (Harvard  B.A.  and  M.B.A.) 
took  over  Kaiser- Francis  Oil  1969; 
built  into  largest  privately  owned  gas 
producer  in  Okla.  Buys  distressed  gas 


properties,  sells  during  market  highs, 
when  there  are  any:  "We  have  no 
pride  of  ownership.  You  can't  be 
emotional."  Cuts  employees  in  on 
deals.  Philosophy:  "Hire  and  retain 
entrepreneurs  and  harness  and  direct 
their  greed."  Now  trying  banks: 
bought  distressed  Bank  of  Oklahoma 
1991  for  $61  million;  now  worth 
triple  that.  Net  worth  believed  $265 
million  or  more. 


James  Lee  Clayton 

Mobile  homes.  Knoxville,  Tenn.  58. 
Twice  divorced,  4  children.  Share- 
cropper's son  who  picked  cotton  at  5. 
Played  guitar,  had  own  radio  pro- 
gram. "Wasn't  sure  I  could  make  it  as 
an  entertainer,  so  I  started  selling 
cars."  Broke  at  27,  but  got  law  de- 
gree: "No  one's  gonna  bankrupt  me 
again!"  Founded  car  dealership 
1956,  later  added  mobile  homes;  sold 
car  business  to  brother  1981;  built  up 
$7.5  million  mobile  home  operation. 
Took  Clayton  Homes  public  1983. 
Today  largest  U.S.  retailer  (1992 
sales,  $371  million)  mobile  homes; 
also  manufactures,  finances.  Clayton, 
chief  executive,  likes  to  fly  jets,  heli- 
copters. His  30%,  other  assets,  recent- 
ly worth  $265  million.  But  some 
dreams  unfulfilled:  "My  hero's  still 
Eddie  Arnold." 


William  Robert  Berkley 

Insurance,  food  processing.  Green- 
wich, Conn.  46.  Married,  3  children. 
Father  died  when  Berkley  11:  "We 
went  from  upper  middle  class  to 
poor."  Couldn't  mow  lawns  because 
of  allergies,  but  recruited  neighbor- 
hood kids  to  do  the  work  and  deliv- 
ered superior  service.  At  age  12, 
bought  7  shares  of  Decca  Records, 
stock  tripled:  "I  was  sure  it  was  an  e^sy 
game."  At  15,  called  Chrysler  chair- 
man with  queries  before  buying: 
"Boy,  did  I  get  in  trouble  with  my 
mother — it  was  a  big  phone  bill." 
Whiz  kid  at  Harvard  Business  School, 
managed  over  $25  million  for  clients 
at  23.  Quit  early  1970s  to  buy  unpop- 
ular companies  in  fragmented  indus- 
tries: specialty  insurance,  food  and 
other  distribution,  fire  protection. 
Some  businesses  troubled;  net  worth 
may  be  as  low  as  $265  million. 
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Rebuilding  Economic 
and  Social  Order  to  Achieve 
Overall  and  Balanced 
Development 


A  MESSAGE  FROM  THE  PREMIER  OF  THE  REPUBLIC  OF  CHINA 


The  Republic  of  China  on  Taiwan  has  steadily  enjoyed  rapid  growth,  stability,  and  prosperity  in  its  socioeconomic 
development  over  the  past  four  decades.  In  the  latter  half  of  the  1980s,  it  began  to  dedicate  even  greater  effort 
toward  pushing  through  an  overall  "liberalization"  policy.  Politically,  we  have  abrogated  the  38-year-old  Emergency 
Decree  (misrepresented  as  Martial  Law),  and  lifted  the  bans  on  publishing  additional  newspapers  and  organizing 
new  political  parties;  and  in  May  of  this  year,  we  successfully  completed  the  amendment  of  the  Constitution.  In  the 
economic  field,  we  have  made  great  strides  toward  internationalization  and  liberalization.  For  social  and  cultural 
development,  we  have  been  doing  our  utmost  to  renovate  and  rejuvenate  Chinese 
culture  and  to  build  a  society  of  law  and  order.  On  top  of  the  aforementioned  achieve- 
ments, we  also  have,  based  on  our  Guidelines  for  Nationai  Unification,  selected  the 
optimum  options  in  our  interaction  vis-a-vis  the  Peking  regime.  All  these  new 
changes  have  brought  our  society  some  disorders  usually  taking  place  in  a  transition- 
al stage,  but  also  provided  us  with  the  best  opportunity  to  strive  for  further  progress 
in  national  development. 

In  1990,  the  ROC  government  htroduced  a  US$300  billion  Six-Year  National 
Development  Plan  in  the  hope  that  it  would  raise  national  income,  provide  sufficient 
resources  for  continued  industrial  growth,  promote  balanced  development  among  various  regions,  and  enhance  the 
overall  quality  of  life.  This  plan  covers  mass  rapid  transit  systems,  high-speed  railways,  airports,  better  communica- 
tions facilities,  energy  resources  and  environmental  protection  projects,  and  investment  in  other  major  industries.  It 
also  lays  out  projects  in  the  areas  of  education,  culture,  community  living  conditions,  social  security  system,  and  the 
maintenance  of  social  order.  Participation  in  this  grand  scheme  by  the  international  community  is  essential,  for 
example,  by  their  generous  investment  of  capital  and  technology,  for  the  success  of  these  projects.  We  are  confi- 
dent that  with  the  implementation  of  our  Six-Year  National  Development  Plan,  the  Republic  of  China  will  not  only  be 
able  to  develop  its  economy  on  a  more  solid  foundation,  but  also  be  an  even  more  dynamic  partner  in  building  the 
future  international  economic  order. 


^  /f'^'~ 


HAU  Pei-tsun 

Premier  of  the  Republic  of  China 
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ON  SOLID 


fter  four  decades  of 
rapid  industrial  growth 
in  which  this  shattered 
island  emerged  as  one 
of  Asia's  economic 
giants,  Taiwan  is  seek- 
ing a  new  role  on  the 
world  stage. 

"We  see  ourselves 
as  an  example  to  many 
Third  World  countries 
wanting  to  develop," 
says  Ni  Kung-chao,  director  of  the 
Government  Information  Office,  which 
deals  with  international  affairs. 

With  1991  trade  of  U.S.  $130  billion,  the 
world's  largest  financial  reserves  of  $90  bil- 
lion and  per  capita  GNP  of  $8,000,  Taiwan  is 
one  of  Asia's 
wealthiest  nations. 
The  island  holds 
many  answers  for 
underdeveloped 
countries. 

The  lessons  are 
simple.  Prosperity 
was  the  result  of  hard  work,  long-term 
investment  by  private  capital,  a  dedication 
to  open  trade  and  a  government  that  pro- 
vided efficient  infrastructure  allowing  busi- 
ness to  operate  freely  and  effectively. 
One  example  of  governmental  support 


BY  KEVIN  SINCLAIR 


is  the  enormous  World  Trade  Center  com- 
plex on  the  eastern  edge  of  Taipei.  A 
decade  ago,  this  was  an  area  of  paddy 
fields  and  market  gardens.  Today  it  is  a 
high-rise  hub 
of  commerce 
and  trade. 

Says  Tom 
T.  K.  Lin, 
executive 

director  of  exhibitions  of  China's  External 
Trade  Development  Council:  "We're  a 
supermarket  for  importers  and  exporters." 

Visitors  from  around  the  world  come  to 
the  impressive  atrium  at  the  heart  of  the 
complex.  They  view  more  than  1,000  per- 
manent exhibits  of  made-in-Taiwan  goods 
and  can  negotiate  with  dozens  of  suppliers 
and  manufacturers  in  one  day  under  the 
same  roof.  The  magnetic  attraction  of 
such  a  dynamic  business  environ- 
ment attracts  100,000  foreign 
buyers  a  year,  many  of  them 
to  the  23  major  special- 
ized trade  shows. 

More  than  a  score  of  foreign  nations 
and  24  U.S.  states  have  offices  in  the 
complex.  "It's  the  hub  of  Taiwan 
trade,"  says  Austrian  toy  buyer 
Franz  HIavicka,  a  frequent  and 
appreciative  visitor. 

Like  many  traveling  entrepre- 


neurs and  executives,  HIavicka  prefers  to 
stay  close  to  the  trading  action  at  the  872- 
room  luxury  Grand  Hyatt,  part  of  the  vast 
complex.  So  do  many  of  the  convention- 
eers that  K.  C.  Chu,  execu- 
tive director  of  the 
International  Convention 
Center,  welcomes  to  the 
3,100-seat  main  hall  for  a 
growing  number  of  confer- 
ences. The  four-in-one  complex  of  con- 
vention center,  hotel,  exhibition  hall  and 

trade  offices,  and  the  34- 
story  World  Trade 
Building  topped  by 
the  fashionable  World 
Trade  Club,  is  a  focal  point 
for  Taiwan  business. 

Taiwan,  the  size  of 
Vermont  and  Connec- 
ticut combined,  is  eager 
to  balance  trade  with  the 
U.S.  In  1991,  the  trade 
balance  ran  $9  billion 
in  Taiwan's  favor. 
Despite  lack  of 
formal  diplomatic  ties, 
the  American  presence  in 
Taiwan  remains  significant. 
The  900-member-strong 
American  Chamber  of 
Commerce  actively  aids 
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Meeting  the 
Challenge  of  a 
New  World 
Order:  the 
Republic  of 
China  at 
Eighty-one 

October  1 0,  or  Double  Tenth  National  Day,  com 
memorates  the  Wuchang  uprising  of  1 91 1  which 
led  to  the  establishment  of  the  first  republic  in  Asia.  Now 
in  its  eighty-first  year,  the  Republic  of  China  has  come  a 
long  way.  Considered  an  economic  backwater  a  few  dec- 
ades ago,  it  is  today  one  of  the  four  newly-industrialized 
countries  in  the  Asia-Pacific  region.  In  the  next  few  years, 
Taiwan  will  apply  the  experience  gained  in  nation-building  to  a 
number  of  ambitious  plans,  which  include  accelerating  national  develop- 
ment and  democratization;  improving  relations  with  mainland  China;  and 
playing  a  greater  role  in  the  international  community. 


TAIWAN  TODAY 

Population:  20.5  million 
CNP:  US$180  billion 
Literacy  rate:  93  percent 
Major  religions:  Buddhism,  Taoism,  Catholicism, 
Protestantism,  Islam. 
Tourism:  1.85  million  inbound  visitors 
and  3.37  million  outbound  travelers. 
Exports:  US$76  billion  including 
electronics,  machinery,  electrical 
products,  textiles,  metals  &  plastics. 
Imports:  US$63  billion  including 
electronics,  machinery,  chemicals, 
crude  oil,  transportation  equipment. 
The  Six-Year  National  Develop- 
ment Plan:  With  investment 
capital  estimated  at  US$303 
billion,  this  massive  recon- 
struction plan  envisions  the 
Republic  of  China  on 
Taiwan  as  a  fully  devel- 
oped country  by  1996.  Its 
goals  are  to  promote  the 
^       balanced  development 
of  Taiwan's  regions  and 
to  raise  the  quality 
of  life  for  its 
people. 


This  year  the  ROC  government  will  spend  millions  of  dollars  to  improve  the  quality  of 
life  on  the  island.  The  Six-Year  National  Development  Plan,  a  comprehensive  blueprint 
for  economic  development,  is  currently  being  implemented.  New  freeways,  high-speed 
railways,  urban  mass  transit  systems,  housing,  recreational  facilities,  pollution  control,  and 
a  host  of  other  public  works  projects  are  in  various  stages  of  planning  and  construction. 

Nineteen  ninety-two  is  the  year  of  constitutional  reform  for  the  ROC.  The  democratically 
elected  National  Assembly  hasbeenentrusted  with  the  responsibility  of  amending  the 
constitution.  In  May,  the  assembly  successfully  completed  the  second  phase  of  the  reform 
process,  approving  eight  reform  measures. 

Improving  relations  with  the  mainland  is  also  a  key  issue  on  the  agenda.  Taiwan  is 
working  for  the  reunification  of  China.  The  ROC's  position  is  summed  up  in  the 
Guidelines  for  National  Unification,  which  was  adopted  by  the  government  last  year. 
According  to  the  guidelines,  unification  is  dependent  upon  the  mainland  developing 
its  economy,  pursuing  political  democratization,  and  reducing  hostilities  directed  at 
Taiwan^-Only  after  these  conditions  are  met  can  a  democratic,  free,  and  equitably 
prosperous  China  emerge.  For  the  short-term,  the  government  encourages  people-to- 
people  contact  across  the  Straits. 

Even  though  Taiwan  belongs  to  only  a  few  world  organizations,  it  has  been,  and  will 
always  be,  a  responsible  member  of  the  international  community.  The  Republic  of 
China  has  worked  to  reduce  tariffs  and  trade  imbalances,  and  to  internationalize  its 
economy.  Taiwan  is  also  ready  and  willing  to  help  the  developing  nations  of  the 
world.  An  International  Economic  Cooperation  Development  Fund  of  US$1.2 
billion  ha?  been  set  up  and  more  than  forty  technical  assistance  teams  have  been 
sent  to  various  parts  of  the  world. 

Taiwan  is  entering  a  new  era  of  global  involvement  and  domestic  growth. 
Double  Tenth  National  Day  is  a  time  for  the  citizens  of  the  Republic  of  China  to 
celebrate  their  accomplishments  and  to  look  toward  an  even  brighter  and  more  prosperous 
future. 
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World  class  quality. 
Innovation.  Leading 
edge  value.  All  of  these  and  more 
add  up  to  the  new  Symbol  of 
Excellence  denoting  products  that 
are  not  just  made  in  Taiwan,  but  very 
well  made  in  Taiwan.  It's  the  best 
reason  yet  to  think  about  today's 
Taiwan  as  a  trading  partner  you  can 
trust  to  provide  innovative  products 
on  the  leading  edge  of  value. 
Meanwhile,  low  tariffs,  open 
markets,  financial  liberalizations  and 
unprecedented  consumer  buying 
power  all  mean  fantastic 
opportunities  for  your  products  in 
the  fast-growing  market  of  the 
Republic  of  China  on  Taiwan.  So, 
whether  you're  selling  or  buying, 
contact  us  today,  and  we'll 
introduce  you  to  the  trade 
opportunities  of  today's  Taiwan. 


Board  of  Foreign  Trade 
Ministry  of  Economic  Affairs 

1  Hu  Kou  Street  Taipei,  Taiwan,  R.O.C. 
Tel:  (02)  351-0271  Fax:  (02)  351-3603 
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exporters  targeting  the  lucrative  Taiwan 
market.  Chamber  President  James  F. 
O'Hearn  insists  there  are  major  opportuni- 
ties for  American  manufacturers  as  well 
as  agricultural  producers. 


SIX-YEAR  PLAN  TO  SPUR 
FURTHER  PROGRESS 


Taiwan's  ambitious  Six-Year  National 
Development  Plan  is  aimed  at  improv- 
ing its  already  efficient  infrastructure  as 
well  as  the  quality  of  life  for 
its  20  million  people.  In  addi- 
tion to  developing  high- 
speed railways,  a  modern 
mass  transit  system  in  Taipei 
and  hundreds  of  miles  of 
new  freeways,  the  plan  will 
set  guidelines  to  elevate 
standards  in  business,  the 
arts,  culture  and  society. 
Explains  Arthur  Y.  Chen,  head  of  the  board 
established  by  the  Executive  Yuan  to  over- 
see the  plan:  "We  have  created  huge  eco- 
nomic success,  but  the  progress  of  the 
past  40  years  has  brought  problems." 
Among  these  are  pollution  and  a  sewage 
and  waste  disposal  system  that  has  creat- 
ed new  challenges.  The  Six-Year  Plan  will 
tackle  these  with  enormous  expenditures. 
Total  spending  on  700  projects  until  1996 
will  top  $300  billion,  10%  of  which  will  go  to 
environmental  projects. 

Chen,  a  respected  businessman  and 
popular  civic  leader,  says  achievements 
such  as  building  roads  and  bridges  are 
obvious.  What  is  harder  to  gauge  is  the 
psychological  impact  the  plan  will  have. 
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Chen  contends  that  prosperity  has  erodi  df 
the  traditions  of  diligence,  hard  work  an 
thrift  —  the  very  qualities  that  created 
Taiwan's  success. 

Unlike  previous  programs  of  the  pasji;;: 
decades  that  created  immense  public 
works  and  laid  the  basic  foundations  folnai 
manufacturing  and  commerce,  the  curr 
plan  will  focus  on  rebuilding  society. 
Transportation,  housing,  education,  pun 
health,  entertainment  and  social  prograptfe 
will  be  included.  "W(l  Hi 
want  to  provide  a  bet  kdi 
life  for  all,  incorporatt  m 
the  old  virtues,"  Chen 
explains.  "The  plan  isfits: 
vision  for  the  future. 
A  cornerstone  of 
development  is  contir 
ued  economic  advan 
ment.  Chen  predicts  p 
capita  GNP  will  increase  to  $14,000  by  t  m 
end  of  the  plan  in  1996. 
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TOURISM  FOCUS  IS 
ON  DOMESTIC  TRAVEL 

AS  GOVERNMENT 
ENCOURAGES  LEISURE 


The  five-star  hotels  of  Taipei's  businc 
districts  rival  any  of  the  renowned 
hostelries  elsewhere  in  Asia.  Establishm* 
like  the  Regent  and  Lai  Lai  Sheraton  h£ 
won  international  fame  for  quality  of 
service  and  facilities. 

The  current  thrust  of  hotel  developr 
on  the  Island  is  different,  says  Hunter  H 
Eu,  deputy  director  general  of  the  Taiwj 
Tourism  Bureau.  Instead  of  plush  hotej 
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the  capital  city  for  business  travelers,  the 
«iim  is  to  build  resorts  in  designated  leisure 
areas  and  hotels  in  the  smaller  cities. 

Of  20  major  hotel  projects  currently 
approved  for  construction,  all  but  two  are 
outside  Taipei,  he  notes.  Many  are  in 
smaller  cities  such  as  the  great  southern 
iport  of  Kaohsiung  or  the  old  cultural  capi- 
tal of  Tainan.  Others  are  planned  for 
mountain  golf  resorts  and  beachside 
recreation  spots. 

The  newly  affluent  workers  of  Taiwan 
will  be  frequent  visitors  to  these  pleasure 
spas.  After  years  of  toil,  they  are  keen  to 
[spend  money  on  themselves.  Foreign 
investors  and  hotel  management  compa- 
nies are  invited  to  take  part  in  this  leisure 
boom,  Eu  says. 

As  with  most  countries,  Taiwan  in  1991 
[suffered  a  drop  in  tourism  arrivals,  down 
14%  to  1.8  million  visitors,  due  to  worries 
t  about  the  Gulf  War  and  the  international 
recession.  One  notable  exception  was 
tourism  arrivals  from  America,  up  an 
impressive  13%  with  240,375  visitors. 
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HSINCHU  SCIENCE  PARK 


r.  Steve  H.  Hsieh  has  a  simple  mes- 


sage for  the  U.S.:  "If  you  want  to  beat 
I  Japan  Inc.,  team  up  with  us."  Hsieh, 
►  director  general  of  the400-hectare 
Science-Based  Industrial  Park  at  Hsinchu, 
contends  the  20,000  skilled  workers, 
1 10,000  technicians  and  3,000  scientists  in 
R&D  at  his  impressive  facility  are  a  key 
i  that  American  industry  can  use  to  open 
i  many  doors  of  opportunity. 


HOT 


A  World  Of  Perfection  At  The  Lai  Lai  Sheraton 

Location 

Conveniently  situated  in  the  heart  of  Taipei's 
commercial,  government  and  shopping  districts. 

Accommodation 

All  of  our  705  spacious  guest  rooms  including  72 
suites  feature  international  direct  dialing,  colour 
television,  satellite,  mini-bar.  and  individually 
controlled  air  conditioning.  The  above  and 
Deluxe  rooms  have  an  in-room  safe.  We  also  have 
an  Imperial  Court,  Ladies  Floor, 
and  Non-smoking  Floors. 

Dining  And  Entertainment 

10  restaurants,  5  of  which  are  Chinese  while  2  are 
Japanese,  and  3  Western.  Also  we  have  an  Executive 
Club,  Lobby  Bar  and  Elysee  Nightclub. 

Facilities 

Business  Centre,  Full  Health  Club,  facilities  include 
Rooftop  Swimming  Pool.  Jogging  Track  and  Squash 
Courts,  Banquet  Halls,  2  extensive  Shopping 
Arcades,  Airline  Counter  and  a  Tour  Desk. 

Tariff 

Deluxe  NT$5.500      Executive    NT$7,500 

Lai  Lai  Deluxe    NT$6,000     Suites  NT$8,500 

upwards 
*  All  abovi'  prices  arc  subject  U>  10"^  service  charge 

*.*.X*cj4 
Lai  Lai  Sheraton 

HOTEL 
TAIPEI 

12  CHUNG  HSIAO  EAST  ROAD,  SECTION  1    TAIPEI,  TAIWAN.  10023  ROC  TEL   (02)3215511   TELEX   23939   CABLE   SHANGTEL 

FAX   (02)3944240  LAI  LAI  TAIPEI 

ITT  Sheraton 


'itiJ^raiwan's  multi-billion  dollar  n^oraftl 
development   plan  now  underway, 
we,  a  leading  Broouce^Ml  quality  cement^ 
lave  a  more  signMcant  roleB;o  play  than  befor\ 

Cemenais  in  greM  demand. 

And  than]^^^j»^7  ye^^^^^j^rience  and 

innovativeKechnoi^gBHMlJIned  ov  more  than 

5l3  million  Mtric  tonslpf  "Buality  BrBid"  cement  Inc 

Related  procmcts  in  IsBo  aBne  to  meBt  all  kinds  m 

constructBn    need,lbotlBat  home  Bnd  abroad^ 

SDuality  ctMPPWIRis  caffmP^lHKy  cement 

Lmi  We  are  the  producer  you  can  always  t^st 

For  more  information,  write 


TAIWAN 


^ORATION 


16-5  Tehwei  Street  Taipei  104,  Taivvan.  Republic  of  China 

Cable  :  CEMTWAN     Tel :  (02)586-51 01     Telex  ;  223-52  CEMTWAN 

Fax:  8862-586-2337     Board  Chairman  :  C.F,Koo 


founWRons 


He  echoes  concerns  long  heard  in 
America  about  Japan's  domination  of 
many  high-tech  areas.  "It's  vital  for  the 
survival  of  our  industry  to  find  partners," 
he  says,  pointing  out  that,  in  his  view, 
Japan  jealously  guards  its  high-tech 
developments,  refusing  to  share  either 
knowledge  or  markets.  According  to 
Hsieh,  a  Wisconsin-  and  Florida-educated 
Ph.D.  (in  nutritional  biochemistry),  the  logi- 
cal partner  for  Taiwan  is  its  old  friend  and 
largest  customer,  America. 

The  Science  Park  at  Hsinchu  already 
has  a  significant  American  presence.  Of 
the  140  companies  operating  there,  28  are 
based  in  the  U.S.,  including  AT&T  and 
Texas  Instruments.  Opened  in  1980  with 
the  aim  of  upgrading  Taiwan's  labor- 


Exhibition 


In  Taipei... 
l+l+l+l=ONE 

It's  not  creative  mathematics, 
simply  a  statement  of  fact: 
four  world  class  business  facilities 
together  makes  one  premier  center 
for  conducting  business  in  Taiwan — 
the  Taipei  World  Trade  Center. 


-r 


"MIPEI  H/ORLD 
TR^DE  CENTER 


intensive  manufacturing  base,  the  park 
offers  attractive  infrastructure  to  high- 
tech  entrepreneurs.  For  startup  costs  of 
between  $2  million  and  $4  million,  indus- 
tries can  begin 
operations  in 
one  of  the  park- 
built  factory 
blocks.  Every 
year  about  20 
new  companies 
set  up  shop  in 
Hsinchu,  each  one  carefully  selected  by 
Dr.  Hsieh  and  park  officials.  Total  capital 
investment  by  industrialists  now  tops  $2 
billion.  Revenue  generated  there  last  year 
was  $3  billion. 

Careful  environmental  planning  at 


Hsinchu  created  a  society  designed  to 
lure  home  talented  Taiwanese.  This 
includes  quality  housing  for  executives 
and  an  American-style  bilingual  school 
that  is  the  envy  of 
the  island. 

The  tactics 
worked.  Fully  half 
of  the  companies 
are  staffed  by  what 
Hsieh  calls  CEOs  — 
Chinese  Entre- 
preneurs from  Overseas.  The  Hsinchu 
plants  are  bases  of  knowledge  —  more 
than  700  staffers  have  Ph.D.s  or  other  top 
qualifications. 

"Our  great  strength  is  in  our  engineering 
force,"  Hsieh  says.  "They  are  as  good  as 


Convention 


Hotel 


Trade  Offices  &  TWTC  C 


For  further  information  please  contact: 

TWTC  EnhibiUon  Hall  Tel:  (02)725-1111,  Fax:  (02)725  1314 

Taipei  Infl  Convention  Center    Tel:  (02)723-2535.  Fax:  (02)723-2590 
Grand  Hyalt  Taipei  Tel:  (02)720-1234,  Fax:  (02)720-1 1 1 1 
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any  on  earth."  He  sees  them,  and  the  infra- 
structure at  Hsinchu,  as  a  strategic  force  for 
free  enterprise  to  compete  with  Japan. 


IDIC  AND  BOARD  OF 
FOREIGN  TRADE 


World  trade  in  Taiwan  is  a  two-way 
street.  Just  as  the  island  sells  to  the 
world,  it  encourages  both  imports  and 
investment  from  abroad.  Much  of  this 
activity  comes  under  the  wide  umbrella  of 
the  Industrial  Development  and  Investment 
Center,  a  division  of  the  Ministry  of 
International  Affairs  that  is  involved  in 
helping  foreigners  find  a  solid  foundation 
In  the  Taiwan  business  community. 

Boasting  that  it  does  "practically  every- 
thing" to  help  investors  turn  dreams  into 
reality,  the  IDIC  streamlines  proposals, 
cuts  down  red  tape  and  guides  newcom- 
ers to  the  huge  range  of  tax  benefits  aimed 
at  encouraging  new  businesses. 

Results  have  been  impressive.  In  the 
1950s,  foreign  investment  in  Taiwan's 
struggling  industries  totaled  about  $2.5  mil- 
lion annually.  By  1960,  the  year  after  IDIC 
was  founded,  that  figure  rose  to  $15.5  mil- 
lion. In  1990,  it  was  a  phenomenal  $2.4  bil- 
lion. In  the  38  years  to  1990, 5,773  over- 
seas capital  projects  worth  $13.25  billion 
were  approved,  most  of  them  with  some 
involvement  by  IDIC  staffers. 

The  agency  does  not  merely  respond  to 
inquiries.  Senior 'staff  regularly  review  the 
island's  development  potential.  When  they 
pinpoint  attractive  investment  opportuni- 
ties, they  carry  out  feasibility  studies.  The 
international  business  community  reads 


about  these  opportunities  in  IDIC  publica- 
tions distributed  worldwide. 

Also  active  in  supervising  and  encour- 
aging the  two-way  flow  of  global  business 
is  the  Board  of  Foreign  Trade,  which  closely 
monitors  Taiwan's  dealings  with  the  world. 


Former  heavy  dependence  on  exports 
to  the  U.S.  and  imports  from  Japan  have 
declined  in  recent  years,  although  America 
remains  a  major  and  valued  partner. 
Efforts  to  diversify  trade  patterns  have 
been  a  priority  of  Taiwan  officials  for  the 


Message  in  a  Bottle 

From  the  shores  of  Taiwan  comes  some  refreshing  news 
of  opportunities  for  investors 


Do  you  remeto^^"^  '^af 
autumn  day  as  a  kid 
when  you  walV.ed  the 
\ength  of  a  wind-swept 
beach,  hoping  to  find 
a   bottle  with  a  mes- 
sage from  afar?     That 
was  decades  ago.  Yet  to- 
day you  find  yourself  in 
pursuit  of  something  just  as 
rare  —  a  way  to  expand  your 
business  in  some  very  stormy 
times. 

The  Repubhc  of  China  might  offer 
the  right  solution.  On  Taiwan,  we 
are  looking  for  partners  in  aerospace 
and  semiconductors,  in  advanced 
materials  and  information  technology,  as 
well  as  in  a  select  group  of  industries  such 
as  telecommunications,  pharmaceuticals 
and  pollution  control.  No  longer  a  base  for 
low-cost  manufacturing,  the  ROC  has  a 
rapidly  maturing  economy,  one  of  the 
strongest  in  Asia,  due  in  no  small  part  to 
forty  years  of  investment  by  such  multi- 
nationals as  Ford,  Philips,  and  NEC.  It's 
a  lesson  we  have  not  forgotten,  and  one 
that  will  guide  us  as  we  forge  ahead  into 
the  next  century. 

But  attracting  the  world's  best  technology 
is  no  easy  task.  That's  why  we  launched 
the  US$190  billion  Six-Year  National 
Development  Plan  to  upgrade  commercial 
infrastructure.  In  addition,  we  are  building 


three  software  industria/  parV-S    to 
bolster   technical   capacity  and   to 
^^^in  manpo^^e^  ^°^  our  Hs^n^hu 
Science-based    Industrial   ^^^'^ 
and  other  tnanufacf^ring  cen- 
ters. Further,  the  government 
is  reviewing  tax  and  invest- 
ment laws  in  order  to  make 
them    more    competitive 
with  those  of  our  neigh- 
bors. We  want  foreign 
investors  to  think  of 
the    ROC    as    their 
Regional  Operating 
Center,  a  strate- 
gically-located 
springboard 
into    China 
and  the  rest 
of  Asia. 
There  is  a  lot 
more  we  would 
like  to  tell  you,  but 
there  is  only  so  much  we 
can  put  into  a  bottle.  For  more  informa- 
tion, contact  our  local  representative  in 
your  area. 

CCNAA  Investment  &  Trade  Office  A  Division  of  Coordination  Council  For 
Nortli  American  Affairs,  Office  in  U.S.A. 

eih  Fl  ,  126  6   56lh  Sifeet  New  York  NY  10022  USA. 
Tel   (212)  752-2340      Fax    (212)  826-3615 


Incjustrial  Development  and  Investment 
Center  Ministry  of  Economic  Affairs 

Room  B,  19F,  4  Chunghsiao  W,  Rd..  Sec    1,  Taipei  100. 
Taiwan.  Republic  Of  China, 


Taiwan,  R.O.C. 


Tel:  (02)  389-2111      Fax:  (02)  382-0497 
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past  15  years.  This 

has  resulted  in  high 

growth  rates  of 

exports  to  such  mar 

kets  as  Southeast 

Asia  and  the  Middle 

East.  Earmarked  as 

new  areas  for 

opportunity,  say 

Board  of  Foreign  Trade  officials,  are  Latin 

America  and  the  emerging  economies  of 

Eastern  Europe. 


TAIWAN  CEMENT 


Taiwan  Cement  has,  literally,  built  the 
modern  skylines  of  Taipei  and  other 
cities. 

Founded  in  May  1946,  the  $320  million 
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company  was  pri- 
vatized in  1954.  It 
controls  more 
than  90%  of  the 
island's  cement 
sales.  Although 
1991  was  a 
depressed  year 
for  building  and 
development  in  Taiwan,  the  company  pro- 
duced and  sold  more  than  5  million  tons 
of  cement. 

Company  officials  proudly  point  out  that 
every  one  of  the  major  infrastructure  pro- 
jects —  steelworks,  shipyards,  highways, 
railways,  airports,  power  plants  and  ports 
—  built  over  the  last  four  decades  was 
constructed  with  Taiwan  Cement  products. 


The  right  tools  for  the  smart  capitalist! 

Your  access  to  Taiwan 


1.  EBDS  (   Excellence  Business  Database  System) 

Includes  more  than  400,000  titles 
selected  from  newspapers,  maga- 
zines and  periodicals  in  Taiwan. 
The  System  provides  detailed  in- 
formations on  a  full  range  of  Taiwan 
business  issues  from  overall  investment  environment  to 
individual  company  activities. 

2.  Super  1000  (Excellence  Super  1000  Companies  Database) 

Includes  the  top  1000  largest  companies'  basic  data  ( 
address,  phone  and  fax  numbers,  name  of  CEO, major 
products  or  services,  etc,)  and  financial  statements. 


These  two  Business  Databases,  from  Excellence  Magazine  (Taiwan's  leading  Bu- 
siness Monthly)  provide  vital  infonnation  on  the  status  of  business  in  Taiwan. 

For  further  information,  please  contact 

>.....»...■.. ■■.~^..  EXCELLENCE  PUBLICATIONS  COMPANY 

5F.  NO.  531,  CHUNG  CHENG  ROAD  HSIN-TIEN  CITY.  TAIPEI,  TAIWAN,  ROC. 
TEL;  886-2-218-6988   •    FAX;  886-2-218-5524 


TAIWAN  FACTS 


AREA:  14,000  square  miles 
POPULATION:  20  5  million 
BIRTHRATE:  1.5% 

LANGUAGE:  Mandarin  Chinese.  Many 
other  dialects  are  spoken.  English  is  wide-  I 
spread,  especially  in  business,  tourism  andl 
administration.  I 

RELIGIONS:  Buddhist,  Taoist  and  I 

Confucian  beliefs  predominate,  although  I 
many  Christians  (300,000  Catholics,  450,OOol 
Protestants  in  57  sects)  practice  their  reli- 1 
gion  freely.  I 

GOVERNMENT:  The  Republic  of  China  is  a  I 
strong  constitutional  democracy.  Long  I 
dominated  by  the  Kuomintang  Party,  which! 
established  the  Republic  of  China  capital  I 
on  Taiwan  in  1949,  recent  reforms  have  ini-l 
tiated  exuberant  electioneering.  A  sizable  I 
minority  of  legislators  in  parliament  and  I 
local  councils  are  now  representatives  of  I 
other  parties.  The  KMT  continues  to  attracil 
well  over  two  thirds  of  all  votes  cast.  I 

WORK  FORCE:  8.6  million  I 

LIFE  EXPECTANCY:  I 

Men  =  71.1  years.  (U.S.,  71.8)  I 

Women  =  76.5  years.  (U.S.,  78.5)  I 

PER  CAPITA  GNP:  1 991  =  $8,000  I 

EXTERNAL  TRADE  (1991):  I 

Exports  =  U.S.  $76.2  billion  I 

Imports  =  U.S.  $62.9  billion  I 

CLIMATE:  Bisected  by  the  Tropic  of  I 

Cancer,  Taiwan's  summers  are  warm  andl 
humid,  winters  cool  and  wet.  I 

TOURISM:  1991  visitors  =  1.85  million  I 
MAJOR  CITIES:  Taipei,  2.7  million  I 

Kaohsiung,  1.4  million  ■ 

Photographs:  Courtosy  of  Tho  Chlnoso    I 

Information  and  Culturo  Contor        I 

Ooslgn:  SIngor  Doslgn.  NYC  ■ 


Paramount 


Paramount  Printing  Group  Limited 


We  offer 

full-service  under  one  roof: 

*  Typesetting  &  DTP  Services 

*  Color  Separations 

*  Printing 

*  Print  Finishing  (case  binding,  perfect  binding  and 
wire  stitching) 

We  employ 

the  finest  technicians  and  printing  professionals 
and  utilize  cutting-edge  technologies  and  state-t)f- 
the-art  equipment  (e.g.  Scanners,  EPC  Systems  & 
DTP  Systems). 


We  believe 

demanding  good  service,  high  quality,  competitive 
cost  and  prompt  delivery  is  customers'  right  and 
delivering  them  is  Paramounr's  privilege. 

We  excel 

over  competition  with  our  resolve  and  our  resources. 
Our  customer  list  includes  many  reputable 
publishers  in  the  United  States  and  Europe. 

YOU  check  us  out! 

Call:   (852)-896-8688or 
Fax:   (852).897-8942 
Attn:  Mr.  Leung  Kam  Ming 


We  produce 

top-quality  books,  magazines,  catalogs  and 
commercial  materials,  and  have  been  doing  so  for 
25  years. 


PARAMOUNT  PRINTING  GROUP 

A  comjkiny  listed  on  the  lUm^  Kong  Stock  Ew/uiii.i^t.' 


7/F.,  Paramount  Building, 


^an,  Hunt'  KoriL' 


Offic-es:    New  Ynrk   •  (  :lii,  :u.,, 
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FAMILY  FORTUNES 


Great 

family 

fortunes 


Some  very  wealthy 
families  have  fortunes  so 
divided  that  no  individual 
among  them  qualifies  for 
The  Forbes  Four 
Hundred.  This  listing  is 
extensive  but  not 
intended  to  be  as  complete 
as  our  listing  of  the  richest 
individuals  in  America. 
Many  are  heirs  of  persons 
who  would  have  been 
members  of  The  Forbes 
Four  Hundred  had  it  been 
compiled  in  earlier 
decades;  some  families 
are  in  the  accumulation 
stage. 
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Andersen 

Bayport,  Minn.  Danish  immigrant 
Hans  Jacob  Andersen  arrived  Port- 
land, Me.  1870.  First  words  in  En- 
glish, "All  together  boys,"  became 
company  motto.  With  sons  founded 
Andersen  Lumber  Co.  1903.  Stan- 
dardized window  frame  sizing  with 
interchangeable  parts  revolutionized 
building  industry  1905.  Signed  first 
profit-sharing  check  hours  before  his 
death.  Son  Fred  emphasized  advertis- 
ing: "Only  the  rich  can  aflford  poor 
v^ndows."    Andersen    Corp.    now 


"world's  leading  windowmaker," 
about  10%  U.S.  market  share  (1991 
estimated  sales,  $900  million).  Profit- 
sharing  seems  to  work:  employees' 
bonus  over  25%  of  1991  salary.  Slump 
in  housing,  construction  hurts,  but 
family's  70%  still  estimated  some 
$650  million. 


Bacardi 

Puerto  Rico,  Miami  et  al.  Descen- 
dants of  Don  Facundo  Bacardi  (b. 
1816),  Spanish-born  wine  merchant, 
emigrated  to  Cuba  1830.  (Son  Emilio 
key  player  in  Cuban  independence.) 
Made  "civilized  rum,"  formed  Ba- 
cardi Co.  1862.  Family  built  to 
world's  most  popular  brand  liquor. 
Sold  over  23  million  cases  worldwide 
1991.  Generations  of  Bacardis  work 
in  various  private  companies:  Bacardi 
Corp.  of  Puerto  Rico  sells  to  Bacardi 
Imports  of  Miami;  royalties  to  Ba- 
cardi &  Co.  Ltd.  Bahamas.  Recent 
family  bickering:  less  powerfiai  share- 
holders want  voice,  more  financial 
info.  Mixing  vermouth  with  rum: 
plans  big  stake  in  Martini  &  Rossi. 
Some  500  Bacardis  share  fortune  esti- 
mated $800  million. 


Bancrcft 

Inheritance.  Heirs  of  Boston  tycoon 
Clarence  Barron  (d.  1928),  who  ac- 
quired Dow  Jones  &  Co.  1902  fi-om 
fpunder  Charles  Dow  and  his  partners; 
publishes  Wall  Street  Journal,  Ottaway 
Newspapers,  Barron's.  Clarence  left 
control  to  adopted  daughter  Jane,  who 
married  Harvard  lawyer  Hugh  Ban- 
croft (d.  1933).  Family  fortune  went  to 
3  children:  Jane  Bancroft  Cook  (which 
see);  Jessie  Cox  (d.  1982;  3  children), 
Hugh  Bancroft  Jr.  (d.  1953;  4  chil- 
dren). Hugh's  daughter  Bettina  Ban- 
croft a  Dow  Jones  clirector  since  1982; 
Hugh  Jr.  builds  antique  car  kits;  Kath- 
ryn  Kavadas  active  in  arts;  Chris  was 
professional  skier,  runs  real  estate  com- 
pany Denton,  Tex.;  all  very  private. 
The  3  branches'  Dow  Jones  stock  lately 
$1.6  billion. 


Barb^ 

California  et  al.  Heirs  of  John  Barbey, 
founder  with  5  partners  of  Reading 
Glove  &  Mitten  Mfg.  (Pa.)  1899. 
Sold  inherited  brewery  to  buy  out 


partners  1911,  renamed  Schuylkill 
Silk  Mills  (first  product:  silk  gloves). 
Pioneered  brand-name  lingerie  (Van- 
ity Fair)  1917;  first  to  exhibit  lingerie 
at  fashion  shows  on  live  models.  Son 
J.E.  took  over  1939;  designer  wo- 
men's lingerie.  "He  just  loved  beauti- 
fijl  things."  Died  1956,  left  stock  in 
trust,  handpicked  outside  manage- 
ment. Company  added  blue  jeans 
(Lee  1969,  Wrangler  1986),  sports- 
wear (Jantzen  1986).  Now  VF  Corp., 
$2.5  billion  sales.  No  Barbeys  in  com- 
pany; grandson  Kelly  led  failed  take- 
over try  1980s.  Trust  for  16  family 
members  holds  20%  VF  Corp.,  recent- 
ly worth  $540  million. 


Bean  (Gorman) 

Freeport,  Me.  Descendants  of  Leon 
Leonwood  Bean  (1872-1967), 
sportsman,  founder  L.L.  Bean,  Inc. 
Tired  of  cold,  wet  feet,  put  rubber 
bottoms  on  leather  shoes.  After  90  of 
first  100  pairs  returned  defective,  in- 
troduced Bean  money- back  guaran- 
tee, still  in  effect.  Maine's  first  hunt- 
ing hcenses  1919  inspired  first-ever 
direct-mail  marketing  campaign;  sales 
passed  $1  million  1937.  "That  wasn't 
bad  for  a  boy  who  never  got  through 
the  eighth  grade."  Today's  president 
grandson  Leon  Gorman,  57;  encour- 
aged advertising,  broadened  wo- 
men's line;  now  scaling  back  to  pro- 
tect quality,  service.  Being  drawn  into 
Japanese  market.  Fifteen  reclusive  de- 
scendants believed  to  control  compa- 
ny worth  about  $600  million. 


Belk 

Charlotte,  N.C.  Descendants  of 
brothers  William,  John  Belk,  who 
opened  Monroe,  N.C.  general  store 
1888.  Gave  no  credit,  bought  out 
credit-granting  rivals  for  pennies  on 
dollar  in  hard  times.  From  13  stores 
1913,  today  some  370  stores 
throughout  Southeast,  estimated 
sales  $2.7  billion.  Aggressive  on  costs, 
but  "1  don't  reckon  we  got  a  system, 
we  just  sell  goods."  Some  25  descen- 
dants share  ownership  with  local 
owner-partners;  each  store  a  separate 
corporation.  History  of  eccentricity, 
lawsuits.  William  Jr.  ousted  as  chair- 
man 1950s;  tried,  failed  to  thwart 
brother  John's  Charlotte  mayoral  ca- 
reer (1969-77).  John  now  chairman 
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BSS;  brother  Tom  president.  Family 
estimated  $550  million  or  more. 


Bin0bam 

Newspapers.  Descendants  of  Robert 
(Judge)  Bingham;  lawyer,  mayor  of 
Louisville,  ambassador  to  Britain. 
Married  Mary  Lily  Kenan  Flagler,  one 
of  nation's  richest  women,  1916. 
Bought  majorit>'  interest  Courier- 
Journal,  Louisville  Times  1918,  after 
wife's  mysterious  death.  Died  1937. 
Youngest  son  Barry  Sr.  eventually  in- 
herited siblings'  interests;  added  TV; 
company  8-time  Pulitzer  winner  dur- 
ing his  tenure.  Son  Barry  Jr.  editor, 
publisher  1971.  Bitter  family  feud 
forced  Barry  Sr.  (d.  1988)  back;  cul- 
minated in  $450  million  liquidation 
1986.  "In  bringing  up  my  children,  1 
simply  didn't  get  across  to  them  that 
people  have  to  make  compromises." 
"Kennedys  of  Kentucky,"  net  of  tax- 
es, estimated  $400  million. 


Blaustein 

Baltimore.  Inheritance.  Heirs  of  Lith- 
uanian immigrant  Louis  Blaustein 
(1869-1937),  delivered  kerosene 
door-to-door;  invented  predecessor 
of  modern  rr  tank  car.  Only  son 
Jacob  (d.  1970)  invented  metered 
gasoline  pump,  antiknock  gas,  drive- 
in  stations.  Founded  American  Oil 
1910;  after  17-year  lawsuit,  merged 
into  Standard  Oil  of  Indiana  1954. 
Part-time  diplomat:  convinced  U.N. 
conferees  to  accept  human  rights  pro- 
visions 1945.  Jacob  inherited  50% 
family  fortune;  his  sisters  Fanny  Thal- 
heimer  (d.  1957),  Ruth  Rosenberg 
(d.  1992)  25%  each.  Family  controls 
Crown  Central  Petroleum,  vast  real 
estate  holdings,  tankers,  manufactur- 
ing. Numerous  heirs  share  family  for- 
tune estimated  at  $1.5  billion. 


Block 

Block  Drug  Co.  Descendants  of  Alex- 
ander Block,  Russian  immigrant  who 
opened  small  retail  drugstore  1907. 
Today  New  Jersey- based  leading 
manufacturer,  marketer  dental  prod- 
ucts, pharmaceuticals,  household 
products:  Polident,  Nytol,  Scnso- 
dyne,  etc.  Simple  strategy:  find  niche, 
build.  Developed  one  of  few  direct- 
sell  sales  forces  in  professional  dental 


What's  the  matter? 
It's  only  $30  million 
Forbes  Four 
Hundred  dropout 
Christopher 
Hemmeter  put 
his  luxurious 
Hawaiian  estate 
on  the  market  in 
1990.  Was  ask- 
ing $39  million. 
Sotheby's  says 
it's  now  $30  mil- 
lion. Still  no 
takers. 


supplies  market;  aggressive  sales 
force.  Expansion  mosdy  through  ex- 
tension of  brand  names.  Block  family 
now  in  fourth  generation;  Alexan- 
der's son  Leonard,  80,  senior  chair- 
man; Leonard's  son  Thomas,  47, 
president;  Thomas'  cousin  James,  55, 
chairman.  Family  owns  100%  of  vot- 
ing stock,  over  50%  nonvoting,  worth 
about  $650  million. 


Brittin^bam 

Mexico,  Dallas.  Los  Angeles-born 
brothers  Jack  and  Robert  saw  oppor- 
tunity for  ceramic  tile  in  post-WWII 
building  boom.  Chose  Dallas  head- 
quarters for  proximity  to  Mexico, 
where  tile  is  produced,  labor  cheap. 
Started  1944;  built  Dai-Tile  Group 
into  one  of  largest  U.S.  ceramic  tile- 
makers.  Brother  Jack,  a.k.a.  Juan, 
commuted  from  Dallas  to  Mexico  to 
mn  manufacturing;  now  semiretired. 
Robert  ran  Dai-Tile  U.S.,  kept  out  of 
sight.  Sold  out  1990  to  aha  Investors 
Inc.  for  $640  million  pretax.  Robert: 
avid  hunter  in  Africa,  Mexico;  indict- 
ed by  EPA  January  for  dumping  haz- 
ardous waste.  Brothers  control  Briar- 
ridge  Investments,  active  Dallas  real 
estate.  Share  estimated  $475  million. 


Brown 

Brown-Forman  Corp.  Louisville,  Ky. 
Descendants  of  George  Garvin 
Brown,  who  founded  company  with 
half  brother  1870;  named  Brown- 
Forman  1890.  Maintains  family  con- 
trol; family  member  must  have  2  de- 
grees before  joining  company.  Wil- 
liam Lee  Lyons  Brown  Jr.,  CEO  since 
1975,  son  of  W.L.  Lyons  Brown 
(CEO  195 1-71),  who  was  son  of  Ows- 
ley Brown  (CEO  1917-51),  who  was 
son  of  George  Garvin  Brown.  Other 
Browns  in  top  management.  Strategy: 
invest  in  most  promising  brands — 
Jack  Daniel's,  Southern  Comfort,  Ca- 
nadian Mist,  Korbel  Champagnes, 
etc.  See  advertising  as  key  to  sales. 
Acquired  Lenox  chinamaker  19^3; 
Dansk  International  Designs  1991. 
Family's  stock  recently  worth  $1.1 
billion. 


Buscb 

St.  Louis.  Descendants  of  Bavarian 
immigrant  Adolphus  Busch,  married 
Lilly  Anheuser  1861.  Sold  brewery 
supply  business,  joined  father-in- 
law's  brewery  1866.  Company  sur- 
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Republic's  number  one  priorify  is  protecting 
our  clients'  funds.  That's  why  we  rank  number 
one,  among  large  U.S.  banks,  in  total  risk- 
weighted  capital  ratio. 

Safety  breeds  strength.  And  in  today's 
uncertain  times,  Maria  Alba  knows  you  need  a 
bank  that  offers  the  best  combination  of  safety, 
strength  and  service.  Bear  Steams  recentiy  wrote 
about  Republic: '  'Its  operating  philosophy  based  on 
depositor  safety  and  high  productivity  has  resulted  in 
record  earnings  during  a  period  when  most  hanks  are 
struggling."^ 

If  you  would  like  more  information  about  a 


bank  that  is  dedicated  to  your  protection...write 
for  our  latest  Quarterly  Report  to:  Information 
Center,  Republic  National  Bank  of  New  York, 
Fifth  Avenue  at  40th  Street,  New  York,  N.Y. 
10018.  Or  caU  (212)  221-6056.  Outside  New 
York  City:  (800)  522-5214. 

REPUBLIC 

NAnONALBANK 

OF  NEW  YORK 


NEW  YORK  •  GENEVA  •  TOKYO  •  LONDON  •  ZURICH  •  LUGANO  •  LUXEMBOURG  -PARIS  •  MONTE  CARLO  •  GIBRALTAR  •  MILAN 

GUERNSEY-  BEIRUT  -  MIAMI  ■  LOS  ANGELES  -  BEVERLY  HILLS  -  NASSAU  -  CAYMAN  ISLANDS  -  MONTREAL  ■  SINGAPORE  -  HONG  KONG 

TAIPEI  -  JAKARTA-  BEIJING  -  MONTEVIDEO  -  PUNTA  DEL  ESTE  •  BUENOS  AIRES  •  SANTIAGO  -  MEXICO  CITY-  CARACAS  -  RIO  DE  JANEIRO 
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vived  Prohibition  selling  corn  syrup, 
yeast.  Grandson  August  Jr.  (d.  1989) 
president  1946.  Steered  into  modern 
era  with  Busch  Gardens  theme  parks, 
St.  Louis  (baseball)  Cardinals;  pro- 
motion that  made  Budweiser  "King 
of  Beers."  Market  share  all  Anheuser- 
Busch  brands  44%  (sales,  $12  billion). 
One  in  4  beers  drimk  in  U.S.  a  Bud. 
August  III,  55,  now  at  helm;  added 
food  products.  Fifth-generation  Au- 
gust IV,  28,  first  sip  of  Bud  age  10 
hours;  after  2  run-ins  with  law,  set- 
ding  down  in  business.  Family  shares 
recently  $1.3  billion. 


Campbell 

Hawaii.  Progenitor  James  Campbell 
left  Ireland  as  13-year-old  stowaway, 
arrived  nyc  1839.  Survived  ship- 
wreck, cannibal  attack  on  voyage  to 
Hawaii  1850.  Bought  vast  tracts  arid 
land  previously  believed  worthless, 
pioneered  artesian  wells,  built  rich 
sugar  plantation.  Dubbed  "Kimo 
Ona-Milliona"  (James  the  Million- 
aire) by  native  islanders.  Died  1900. 
Estate  now  75,000  Hawaiian  acres. 
Committed  to  preserving  agriculture 
but  slowly  selling  well-situaited  par- 
cels, buying  mainland  office  build- 
ings, shopping  malls  at  depressed 
prices.  Last  surviving  daughter,  Be- 
atrice Campbell  Wrigley,  died  1987; 
trust  dissolves  2007;  numerous  family 
members  will  divide  fortune  worth 
estimated  $700  million. 


Chandler 

LA  et  al.  Times  Mirror  Co.  Heirs  of 
Harry  Chandler,  who  rose  from  clerk 
to  chairman  LA  Times;  married 
daughter  of  owner  Harrison  Gray 
Otis.  Used  innovative  marketing  to 
squeeze  out  competition.  Built  real 
estate/media  empire.  Died  1944. 
Son  Norman  won  over  readers  by 
favoring  news  over  ads  during  WWII 
print  shortage.  Company  has  diversi- 
fied into  book  publishing,  informa- 
tion services,  broadcasting,  cable  TV. 
Also  7  dailies  including  Baltimore 
Sun,  Newsday;  14  magazines,  includ- 
ing Popular  Science.  Grandson  Otis 
Chandler  stepped  down  as  chairman 
and  editor-in-chief  1986;  works  with 
disadvantaged  children.  Over  100 
family  members  share  trust  estimated 
at  least  $1.3  billion. 


Ct4lpp 

Seatde.  Matthew  G.  Norton,  brother 
James  started  lumber  company  late 
1800s  with  cousin  William  Laird. 
Laird  Norton  Co.  supplied  home- 
steaders. Helped  Frederick  Weyer-  ^ 
haeuser  start  Weyerhaeuser  Co.  Eben 
Clapp,  physician,  married  the  daugh- 
ters of  Matthew  and  James,  in  turn. 
Son  Norton  Clapp  principal  heir, 
largest  Weyerhaeuser  shareholder; 
president  Weyerhaeuser  1960-66, 
chairman  to  1976.  Conservative  man- 
ager family  wealth.  Norton's  6  sons  (3 
now  deceased)  litde  interested,  but 
stepson  Booth  Gardner  president 
Laird  Norton's  Midwest  operations; 
now  Washington  governor.  Norton 
now  married  to  widow  of  one  of  his 
sons.  Over  100  family  members  share 
fortune  believed  over  $650  million. 


Clark 

Cooperstown,  N.Y.  Heirs  of  Edward 
Clark  (1811-82),  who  helped  Isaac 
Singer  sell  sewing  machines  1850s, 
got  40%  Singer  Mfg.  Co.  His  4  grand- 
children made  eyebrow- raising  claim: 
America's  favorite  pastime  invented 
in  Cooperstown;  Baseball  Hall  of 
Fame  opened  in  1939.  Also  muse- 
ums, hospital,  hotel,  golf  course,  etc. 
Last  great-grandchild,  family  leader 
Stephen  C.  Clark  Jr.,  died  April.  Fifth 
generation:  Anne  Labouisse  Peretz, 
53,  co-owner  New  Republic  maga- 
zine; Alfred  Clark,  49,  owner  nyc 
investment  company;  Jane  Forbes 
Clark  II,  37,  chairman  of  Clark  Foun- 
dation, helps  run  Clark  Estates  Inc., 
NYC.  Smart  investments  keep  estimat- 
ed fortune  at  least  $425  million  for  1 1 
Clarks;  similar  amount  in  foundation. 


Close 

Fort  Mill,  S.C.  Colonel  Leroy  Springs 
founded  Lancaster  Cotton  Mill  1895, 
took  over  Fort  Mill  Mfg.  Co.  Son 
Elliot  White  Springs,  fifth-ranking  ace 
pilot  WWI,  writer  1920s,  returned  to 
family  textile  business  at  father's  re- 
quest 1931.  Used  WWII  profits  to 
expand  to  New  York;  died  1959.  Son- 
in-law  Hugh  W.  Close  took  over  (d. 
1983).  Springs  Industries  now  one  of 
largest  U.S.  makers  bedclothes,  drap- 
eries, etc.  (1990  revenues,  $1.9  bil- 


lion). Elliot's  granddaughter,  Cran- 
dall  Close  Bowles,  44,  director  of  the 
Springs  Co.  (management  services), 
oversees  family  interests  in  real  estate, 
insurance,  railroad.  Family's  Springs 
Industries  Class  B  stock,  other  assets 
estimated  $460  million. 


Collier 

Inheritance,  investments.  Naples,  Fla. 
et  al.  Descendants  of  Barron  Gift 
Collier,  high  school  dropout  advertis- 
ing wiz;  used  streetcars  instead  of 
billboards.  Bought  southwest  Florida 
land  from  1911,  eventually  amassed 
1.3  million  acres  (CoUier  County, 
etc.).  Died  1939.  Current  heirs  dis- 
agreed on  strategy.  Split  empire  with 
coin  toss  1980.  Branch  A:  Collier 
Enterprises.  Led  by  Miles  Collier,  45; 
controls  72,000  acres  agriland,  2,800 
acres  Naples,  5,900  citrus  groves, 
Oklahoma  City's  Local  Federal  S&L. 
Building  Tampa  office  park.  Branch 
B:  Barron  Collier  Co.,  3  main  heirs: 
72,000  acres  agriland,  5,000  acres 
Naples,  10,000  acres  citrus;  develop- 
ing 80  acres  downtown  Pheonix.  Es- 
timated at  combined  $1.2  billion. 


Coors 

Coors  beer.  Golden,  Colo.  Heirs  to 
German  immigrant  Adolph  Coors, 
stowaway  on  Baltimore- bound  sail- 
ing ship;  started  brewery  1873.  Com- 
pany survived  Prohibition  making 
malted  milk,  ceramics,  near  beer. 
Family  tragedy:  Adolph  III  kid- 
napped, murdered  1960.  Grandsons 
William,  Joseph  built  company.  Add- 
ed light  beer  late  1970s.  Controver- 
sial antigay,  antiminority,  antiunion 
policies.  Ten-year  afl-CIO  boycott 
until  affirmative-action  pact  1987. 
Great-grandsons  Peter,  Jeffrey  (Jo- 
seph's sons)  now  run  day-to-day 
brewing,  technology  units.  Plans  to 
diversify.  Family  shares  recentiy 
worth  $400  million. 


Cowles  (Gardner) 

Media.  Minneapolis,  NYc;  et  al.  De- 
scendants Gardner  Cowles  Sr.  (d. 
1946),  who  put  $1 10,000  into  ailing 
Des  Moines  Register  1903,  added 
evening  Tribune,  built  monopoly. 
Son  John  Sr.  (d.  1983)  pulled  same 
trick  with   Minneapolis  Star   1935. 
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How  First  Chicago : 
when  interest  rat^\i 

In  theory,  the  banking  biisi-        ^ 
ness  is  pretty  straightforward.  Buy     ^  - 
money  at  one  price  and  sell  it  at 
another  (hopefully  higher)  price. 
But  in  reality  buying  and  selling 
billions  of  dollars  amidst  interest 
rate  gyrations  can  make  it  hard 
to  stay  on  track. 

First  Chicago,  the  Midwest's 
premier  financial  institution, 
reduces  its  exposure  by  hedging 
with  interest  rate  futures  and 
options  at  the  Chicago  Mercantile 
Exchange.  It's  one  of  the  best 
ways  they've  found  to  smooth  out 
the  inevitable  swings  of  the  interest 
rate  market  and  keep  projections 
on  line. 

And  First  Chicago  will  also 
have  around-the-clock  access 
to  the  world's  largest  financial  i 

futures  and  options  markets  / 

\  on  the  new  after- hours 

"'^  electronic  trading  ^^ 

system,  GLOBEX.*  y^  I 


^5«^2> 


If  you're  ^ 

looking  for  ^n:^ 

ways  to  balance  j 

off  interest  rate  risk  j 

but  still  aren't  sure  / 

about  futures  and  options, 
here's  First  Chicago's  point  of 
view- "If  you  know  you  have  an 
exposure  and  don't  do  anything 
about  it,  you  are  a  speculator." 
Think  about  it.  Then  think 
about  the  Chicago  Mercantile 
Exchange.  We  help  smart 
businesses  manage  risk. 

.vl&v.  CHICAGO 
ssasss  MERCANTILE 


-^W  EXCHANGE 


1-800-331-3332  (US,  toU  free),  1-312-930-2316  (Chicago),  071-920-0722  (London),  03-3595-2251  (Tokyo) 
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A  new  generation  of  political  Rockefellers 

John  D.  IV  (D-W.Va.),  touring  New  Hampshire  hamlets  in  the  fall  and  early 
winter  as  he  tested  the  presidential  waters.  Larry  (right),  son  of  Laurance, 
took  up  Uncle  Nelson's  mantle  as  the  family's  official  liberal  Republican. 
He  went  after  New  York  Senator  Alfonso  D'Amato  in  the  Republican  primary, 
but  D'Amato's  people  disqualified  enough  of  his  petition  signatures  to 
keep  him  off  the  ballot. 


Gardner  Jr.  (d.  1985)  founded  Look 
magazine;  sold  Family  Circle,  etc.  to 
New  York  Times  for  23%  of  NYT  stock 
1971.  Third  generation  blew  profits; 
sold  Cowles  Broadcasting  to  Oveta 
Gulp  Hobby  (which  see)  1984,  flag- 
ship Register  to  Gannett  for  $200 
million  1985.  Grandson  David  Krui- 
denier,  70,  chairs  thinly  traded 
Cowles  Media:  "We  still  have  plenty 
to  do."  Over  70  heirs  with  70% 
Cowles  Media,  plus  NYT  stock,  esti- 
mated $480  million. 


CtiUen 

Houston.  Inheritance.  Descendants 
of  Hugh  Roy  Cullen  (d.  1957), 
grade  school  dropout,  cotton  trader, 
legendary  wildcatter  who  drilled 
deeper  in  others'  "dry"  holes,  found 
oil.  tlit  famed  Tom  O'Connor  (see 
O'Connor  family)  field  early  1930s. 
Began  Quintana  Petroleum  1932; 
today  operates  wells  for  family,  Ex- 
xon. Only  son  Roy  killed  in  oil  rig 
accident  1936;  grandson  Roy  H.  in 
family  business.  Daughters  also  in- 
herited Quintana;  executive  commit- 
tee of  1  daughter,  3  members  of 
third  generation  runs  it.  Fourth 
daughter  married  "Baron"  Paolo  di 
Portanova,  lived  in  solitude  in  a 
Times  Square  hotel,  died  1959.  Her 
son  Enrico  later  sued  others,  who 
hired  Joe  Jamail  (which  see);  bested 
Enrico.  Businesses  believed  worth 
far  over  $500  million. 


Dayton 

Minneapolis.  Heirs  to  banker 
George  Draper  Dayton,  founder 
Dayton's  department  store  1902. 
Handed  on  to  son  George  Nelson 
1938.  He  raised  5  children  on  isolat- 
ed 800-acre  farm  to  emphasize  tradi- 
tional family  values.  All  sons  in  busi- 
ness by  1950.  Opened  first  indoor  2- 
level  shopping  mall  Minneapolis  area 
1956.  Expanded  into  low-margin 
and  specialty  stores  1962;  book  re- 
tailing with  creation  of  B.  Dalton 
(sold  1986).  Went  public  1967. 
Merged  with  J.L.  Hudson  Co. 
1969,  formed  Dayton  Hudson.  Last 
brother  retired  1983.  Company  do- 
nates 5%  taxable  income  to  commu- 
nity philanthropies;  grandson  Bruce 
Dayton  major  art  collector,  most  of 
collection  promised  to  Minneapolis 
art  museum.  Total  family  fortune 
believed  over  $1  billion. 


deMenil 

Houston,  NYC.  Descendants  of  physi- 
cist Conrad  Schlumberger,  developer 
first  "well-logging"  device  1920s. 
Bonanza  for  oil  exploration:  fine- 
tuned  location,  depth  of  under- 
ground oil.  U.S.S.R.  first  to  try 
Schlumberger  Ltd.  (Conrad,  a  social- 
ist, pleased.)  Died  1936.  Company 
dominant  in  field  since.  Daughter 
Dominique,  now  84,  fled  Nazi-occu- 
pied Paris  to  firm's  Houston  head- 


quarters. Husband  John  de  Menil  (d. 
1973)  ran  company  1967-70.  Over 
half  Dominique's  15,000-piece  art 
collection  to  Menil  Collection  muse- 
um, Houston.  Human  rights  activist: 
started  Carter-Menil  Human  Rights 
Foundation  with  Jimmy  Carter.  Five 
children  also  collectors.  Remaining 
art,  stock  estimated  $430  million. 


SF  et  al.  Descendants  of  Michael  H.  de 
Young,  founder  San  Francisco 
Chronicle  with  brother  Charles  1865: 
epitomized  "yellow  journalism":  racy 
scandals,  mudslinging.  Mayor's  son 
shot  Charles  dead  1880;  Michael  shot 
1884,  survived.  Juries  acquitted  both 
defendants.  Warred  with  archrival 
Hearsts  (which  see),  but  signed  one  of 
largest  newspaper  joint  operating 
agreements  with  Hearst  Examiner 
1965.  Now  Chronicle  Publishing  6 
dailies,  5  TV  stations,  cable  (310,000 
subscribers).  Great-grandson  Richard 
Thierot,  50,  president;  Chronicle  edi- 
tor-in-chief, publisher  from  1977, 
but  cousin  Nan  McEvoy  chairwom- 
an, largest  shareholder.  Net  of  sub- 
stantial debt,  family  may  be  worth 
over  $1  billion. 


Dillon 

Far  Hills,  N.J.  Patriarch  Clarence  Dil- 
lon (d.  1979)  joined  what  would  be- 
come Dillon,  Read  1914,  took  over 
1919.  Wall  Street  power  throughout 
1920s — locked  horns  with  J. P.  Mor- 
gan— and  beyond.  Launched  U.S.  & 
Foreign  Securities  investment  trust 
1924.  Son  C.  Douglas:  Ike's  ambassa- 
dor to  France;  Treasury  Secretary  un- 
der JFK,  LBj;  former  chairman  nyc's 
Metropolitan  Museum.  Extensive  art. 
Family  owns  famous  Chateau  Haut 
Brion  vineyards,  now  run  by  Doug's 
daughter  Joan  (Duchesse  de  Mou=^ 
chy).  Dillon,  Read  sold  to  Bechtcls 
(which  see)  1981.  U.S.  &  Foreign 
Securities  liquidated  1984.  Family 
worth  over  $450  million,  maybe  way 
over,  depending  on  what's  in  at  least 
41  trusts. 


Donnelley 

Chicago  origin.  Heirs  to  Richard  R. 
Donnelley  (d.  1899),  Canadian  sad- 
dlemaker's  apprentice;  went  to  Chica- 


224 


Forbes  400  ■  October  19,  1992 


■V'''^'  ■  .V    ^  V 


PEN  IN  CA 


k 


mm 


ANTLO 


»-%«^' 


•^  COMMERCIAL  INSURANCE  COS . 

Reducing  your  company's  loss  costs.  This  is  one  of  the  vital  areas 
where  The  Travelers  focuses  its  resources. 
\  With  an  emphasis  on  helping  our  customers  prevent  accidents 

and  claims. 

An  emphasis  on  accelerating  claim  response  time  while  managing 
the  quality  and  cost  of  medical  care. 

And  an  emphasis  on  getting  employees  back  to  work  quickly 
V        ^     This  helped  one  customer  decrease  the  number  of  lost  work  days 
^       by  40%. 

Furthermore,  our  innovations  in  self-insurance  and  deduct- 
ibles have  helped  our  customers  save  more  than  $185  million 
over  the  last  three  years. 

When  you  choose  The  Travelers,  you  choose  a  company 
whose  national  accounts  organization  was  ranked  "best  in 
service"  in  two  consecutive  surveys  by  a  major  indepen- 
\%    dent  broker. 

A  company  that  consistently  achieves  a  96% 
retention  rate  among  its  large  commercial  accounts. 
And  a  company  that's  written  over  $208  million 
,         .    in  new  business  in  the  first  two  months  of  1992  alone . 
'  We  combine  a  proven  commercial  lines  success 

v'' '  record  with  128  years  of  experience  and  quality 

customer  service. 

That's  lowering  commercial  insurance 
\     costs  The  Travelers  Way. 


s;     ; 


The  Travelers  Insurance  Company 
and  its  Affiliates,  Hartford,  CT 06183. 
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Thelravelers, 

You're  better  off  under  the  Umbrella. 
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FAMILY  FOItTUNES 


go,  started  print  shop  1864.  Burnt 
down  1871;  family  rebuilt  into  R.R. 
Donnelley  &  Sons.  Son  Reuben  (d. 
1929)  formed  own  company,  later 
sold  to  Dun  &  Bradstreet  1961. 
Grandson  Gaylord  Donnelley  took 
over  main  family  company  1964. 
Today  world's  largest  commercial 
printer;  20%  market  share;  customers 
include  Time,  Newsweek,  New 
Yorker,  TV  Guide.  Also  catalogs,  in- 
serts, phone  books,  tabloids,  books, 
etc.  Gaylord  died  April  at  81.  Well- 
known  consenationist;  donated 
6,000  acres  to  Nature  Conservancy, 
Ducks  Unlimited.  Family  stakes  R.R. 
Donnelley,  d&b,  estimated  $1.17 
billion. 


du  Pont  (Pierre  Samuel  H) 

Wilmington,  Del.  Descendants  of 
Pierre  Samuel  du  Pont  de  Nemours 
(1739-1817),  French  Physiocrat  who 
fled  revolutionary  terror  for  America 
1800.  Son  Eleuthere  Irenee,  chem- 
ist's apprentice,  founded  gunpowder 
factory  on  Brandywine  Creek  1802. 
Company  and  family  prospered, 
dominated  Powder  Trust  late  1800s. 
After  family  battle  for  company  con- 
trol, Pierre  S.  du  Pont  II  emerged  as 
leading  figure,  with  two  cousins, 
1915.  Lucrative  WWI  munitions 
contracts  led  to  vast  growth,  profits, 
despised  sobriquet  "Merchants  of 
Death."  Founded  Christiana  Securi- 
ties as  family  holding  company  for 
Du  Pont  (merged  into  Du  Pont 
1977  under  antitrust  pressure).  Res- 
cued nascent  General  Motors  1920s, 
about  one-third  interest.  Also  Her- 
cules Powder  Co.,  U.S.  Rubber  (lat- 
er Uniroyal),  etc.  Bought  out  cous- 
ins in  further  struggles  for  control  of 
Du  Pont.  Childless,  Pierre  divided 
bulk  of  fortune  among  siblings  and 
nephew  before  death  1958.  His  fam- 
ily branch  built  Wilmington  Trust 
Co.;  dissident  branches,  Delaware 
Trust  Co.  Numerous  descendants  of 
Pierre  II  siblings  still  control  over 
15%  Du  Pont.  Family  member: 
"The  thing  about  du  Ponts  is  that 
some  are  very,  very  rich,  and  the 
others  are  just  plain  old  rich."  This 
branch  (including  individuals  listed 
separately)  estimated  over  $8.6  bil- 
lion. Numerous  collateral  du  Pont 
families  also  wealthy. 


Durst 

Real  estate,  nyc,  Scarsdale,  Chappa- 
qua,  Martha's  Vineyard,  et  al.  De- 
scendants of  loseph  Durst  (d.  1974), 
emigrated  from  Austria  1902,  started 
Durst  Organization  1915  to  oversee, 
handful  of  nyc  buildings.  Sons  Sey- 
mour, Roy,  David  moved  into  office 
properties  1940s;  pioneered  Third 
Ave.  development.  Followed  father's 
rule:  "Never  buy  farther  than  you  can 
walk."  Control  about  5  million  sq.  ft. 
midtown  office  space.  Seymour  per- 
sistent gadfly:  "New  York  builds  bu- 
reaucracy, not  housing."  Next  gener- 
ation now  in  place;  Seymour's  sons 
Douglas,  Robert;  David's  sons  lona- 
than  and  Joshua  now  handling  real 
estate,  construction,  leasing.  With 
more  debt  come  to  light,  dropping 
NYC  values,  family  now  estimated 
$600  million. 


Parish 

Houston  origin.  WiUiam  Stamps  Par- 
ish, other  Texas  oilmen,  pooled  inter- 
ests, founded  Humble  Oil  &  Refining 
Co.  1917.  John  D.  Rockefeller's  Stan- 
dard Oil  of  New  Jersey  (now  Exxon) 
left  with  inadequate  oil  production  in 
post- WWI  boom.  Humble  needed 
capital:  Standard  paid  $17  million  for 
half  Humble  1919,  slowly  upped 
stake.  Parish  rose  to  Jersey  Standard 
CEO,  died  1942.  Will  II  died  in  military 
air  show  crash  1943.  Will  III,  53, 
manages  family  fortune  (estimated  4.6 
million  shares  Exxon,  etc. ),  $  1 00  mil- 
lion foundation,  one  outside  account: 
old  friend  George  Bush's  blind  trust 
when  vp.  Concentrates  on  Kentucky 
breeding  farm,  racing  horses.  Aunt 
Martha  Parish  Gerry  shares  fortune. 
Family  estimated  $400  million.  Other 
Humble  families  believed  less  wealthy. 


Flagler 

Palm  Beach,  Fla.;  Chapel  Hill,  N.C.  et 
al.  Descendants  Henry  Morrison 
Flagler,  partner-treasurer  Rockefel- 
ler's Standard  Oil  Co.  Man  behind 
idea  of  Standard  Oil  Trust.  Built  ho- 
tels; Fla.  East  Coast  Railway;  West 
Palm  Beach;  The  Breakers.  Left  most 
to  third  wife,  Mary  Lily  Kenan.  She 
married  Robert  Worth  Bingham  (see 
family)^  she  died  suspiciously;  he  built 


Louisville  newspaper  empire  with  $5 
million  from  her.  Principal  lines  of 
inheritance:  Mary  Lily;  Harry,  son  by 
first  wife;  second  wife,  Ida  Alice,  few- 
est shares.  Today  4  main  Kenans  share 
the  wealth:  Frank,  80,  and  James,  82, 
also  Lawrence,  75,  and  Mary  Lewis, 
73.  Inherited  oil  stock,  real  estate,  etc. 
Four  Henry  Flagler  descendants  in- 
herited much  Standard  Oil  stock. 
Combined  fortune  may  total  over 
$500  million. 


Goldman 

NYC  area.  Inheritance.  Widow  Lillian, 
4  children  Sol  Goldman,  billionaire 
NYC  real  estate  baron,  d.  1987.  Lillian 
says  she  insisted  he  stop  being  mama's 
boy,  quit  family  grocery,  1940s.  Filed 
for  divorce  1983;  "reconciliation" 
won  33%  of  Sol's  estate  (270  proper- 
ties Manhattan  alone).  Later  sued  to 
void  deal,  claimed  conspiracy;  lost 
1987.  Trust  created  on  Sol's  death; 
children  argued  she  could  have  in- 
come but  not  control.  Lil  sued 
(again),  won  1991.  "The  Goldman 
family  is  the  best  thing  to  happen  to 
lawyers  since  the  Magna  Carta."  Lil 
estimated  $200  million.  Children 
(before  inheritance  tax),  some  $400 
million.  Lil:  "My  children  have  always 
known  1  would  welcome  them  back 
to  my  bosom." 


Gonda 

International  Lease  Finance  Corp. 
Beverly  Hills,  Calif.  Twenty-some- 
thing friends  Louis  Gonda  and  Steven 
Udvar-Hazy,  who  had  formed  his 
own  aircraft  brokerage  firm  while  in 
college,  put  in  $50,000  each  to  lease 
aircraft  1973.  So  did  father  Leslie 
Gonda,  Hungarian -born  internation- 
al executive  who  made  fortune  in 
construction  1960s.  Leslie  liquidated 
assets,  put  more  in.  Deregulated  air- 
lines, newly  competitive,  grabbed  for 
their  cheap,  low-risk,  short-term 
leases.  Went  public  1983;  grew  to  one 
of  world's  largest  aircraft  leasers; 
earned  $61  million  1989.  Assets  $3.5 
billion  1990,  merged  into  aig.  Gon- 
das'  stock,  etc.  worth  some  $470 
million.  Steve,  46,  president  and  CEO, 
has  about  $250  million.  Louis,  44, 
executive  vp.  Chairman  Leslie,  73: 
"aic.  will  be  justly  proud." 
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North  Carolina  is  strategically  placed  to  take 
advantage  of  the  current  trends  in  the  automotive 
industry.  These  trends  include  higher  quality 
products;  shorter  development  cycles;  increased 
outsourcmg  of  sub-components;  cost  cutting;  up- 
grading plant  and  technology;  small  production 
runs;  smooth  labor  relations  and  globalization. 

With  more  than  250  companies  employing  over 
50,000  skilled  workers  making  parts  for  automotive 
assembly  lines  throughout  the  world,  the  state  of 
North  Carolina  is  on  the  fcist  track  in  the  auto- 
motive industry. 

A  central  east  coast  location  puts  North  Carolina 
within  one  shipping  day  of  almost  90%  of  cars 
and  trucks  manufactured  in  the  United  States  cind 


Canada.  Along  with  a  58-campus  community  college 
system  oflfering  free  customized  training  for  new  and 
expanding  companies,  the  largest  manufacturing 
work  force  in  the  Southeast,  and  the  lowest  con- 
struction costs  in  the  country,  North  Cirolina  has  all 
the  resources  needed  to  outpace  the  competition. 
If  you're  interested  in  what  North  Carolina  can 
do  for  your  company,  call  Richard  J.  Roberson, 
Director  of  Client  Services,  State  of  North  Carolina 
at  (919)  733-4977,  Fax  (919)  733-9265. 


^NorhiCarouna 

TheBetter  Business  Climate 


North  Carohna  Department  of  Commerce,  Business/ Industry  DeveloprrKnt  Division,  430  N.  Salisbury  Street,  Raleigh,  North  Carolina  2  7611. 
©  1992,  North  Carolirui  Department  of  Commerce,  Busir\ess/ Industry  Development  Drviaon. 
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FAMILY  FORTUNES 


Gore 

Gore -Tex.  Newark,  Del.  Wilbert  L. 
Gore  (d.  1986),  Du  Pont  employee, 
worked  on  Teflon  1957.  Du  Pont  not 
interested  in  selling  finished  Teflon 
goods;  Wilbert,  wife  Vieve  started 
own  business  1958  in  basement.  First 
insulated  cable;  then  Gore-Tex — du- 
rable fabric  later  used  in  space  suits. 
Son  Bob  took  over  1975.  Company 
best  known  for  sportswear,  raincoats, 
etc.,  but  also  medical  (surgical  patch- 
es, artificial  veins/arteries),  telecom- 
munications (cables),  industrial  prod- 
ucts (filters).  Original  patent  expires 
1993,  but  "We've  patented  hundreds 
of  uses  and  we  expect  to  come  up  with 
hundreds  more."  No  relation  to  vice 
presidential  candidate.  Employees 
getting  stock.  Family  estimated  $575 
million  or  more. 


Graham 

Washington,  D.C.  Washington  Post 
Co.  Eugene  Mayer  built  up  predeces- 
sor Allied  Corp.  Retired  and  bored, 
bought  bankrupt  Post  1933.  Daugh- 
ter Katharine's  husband  Phillip  took 
over,  rebuilt  paper  to  profitability. 
Bought  Newsweek  1961.  Afi:er  Phil- 
lip's death  1963,  ex-housewife  Kay's 
direct  but  low-key  management  style 
effective,  respected.  "Whatever  pow- 
er I  exert  is  collegial."  Pubhc  offering 
1971;  famed  Watergate  coverage 
1972.  Continued  publishing  during 
violent  4-month  pressmen's  strike 
1975-76.  Now  4  TV  stations,  growing 
cable  operations.  Son  Donald,  47, 
named  publisher  1979,  ceo  1991. 
Kay,  75,  remains  chairman.  Family's 
share  in  Post  recently  worth  $565 
million. 


Gund 

Cleveland  origin.  Six  children  of 
George  Gund  Jr.  (d.  1966).  Sold 
family  brewery  during  Prohibition, 
having  bought  decaffeinated  coffee 
company  1919.  Sold  that  to  Kellogg 
1927;  now  General  Foods'  Sanka. 
Kept  Kellogg  stock.  Moved  into  real 
estate,  banking.  President  Cleveland 
Trust  1941.  Son  Gordon:  "We  didn't 
know  the  extent  of  our  wealth  until 
his  death."  George  III,  Gordon  own 
Cleveland  (basketball)  Cavaliers,  are- 


na; George  has  majority  share  of  San 
Jose  (hockey)  Sharks.  George,  finan- 
cier in  San  Francisco.  Gordon,  blind 
from  retinitis  pigmentosa,  venture 
capitalist  in  Princeton,  N.J.  Sister  Ag- 
nes, art  collector,  heads  New  York's 
Museum  of  Modern  Art.  Brother 
Graham  noted  architect  Boston. 
Family  estimated  over  $1 .6  billion. 


HiUenhrand 

Batesville,  Ind.  et  al.  John  Hillen- 
brand, son  of  German  immigrant, 
started  fijrniture  business  1881,  then 
expanded  into  caskets.  Son  John  A. 
bought  bankrupt  coffin  company 
1906.  First  to  mass-market  air-  and 
watertight  caskets  1940.  Integrated 
backwards:  Flil-Rom,  manufacturer 
hospital  beds,  created  1929,  first  pro- 
ducer electrically  operated  beds.  Hil- 
lenbrand Industries  acquired  Ameri- 
can Tourister  1978,  Medeco  Security 
Locks  1984,  SSI  Medical  Services 
1981;  1991  sales  $1.2  billion.  Litde 
debt;  cash  surplus  finances  acquisi- 
tions. Still  world's  largest  casket- 
maker.  Daniel  A.,  69,  chairman;  W. 
August  (Gus)  52,  nephew,  presi- 
dent/CEO.  Family's  62%  Hillenbrand 
Industries  worth  $1.7  billion. 


Hixon 

Pasadena.  Joseph  Hixon  secured  fam- 
ily fortune  with  major  investment  in 
AMP  stock;  increased  holdings  to  45% 
by  1959.  Company  now  leads  world 
in  manufacture  of  electrical  connec- 
tors vital  for  computers,  appliances; 
custom  designs  production  machines 
to  fit  customers'  assembly  lines.  Cur- 
rent generation  merged  family  hold- 
ing company  Midland  Investment 
into  AMP  1981.  Joseph's  son  Freder- 
ick (d.  1978)  moved  to  San  Antonio, 
invested  in  ranches,  oil;  provider  of 
venture  capital.  Another  son,  Alexan- 
der, AMP  director  until  1987;  lives 
Pasadena,  travels,  golfs;  wife  Adelaide 
volunteers:  United  Way,  Planned  Par- 
enthood. Family  shuns  press,  amp 
holdings,  if  fijlly  retained,  now  worth 
about  $800  million. 


Horvitz 

Cleveland  area.  Fort  Lauderdale. 
Sons  of  Samuel  A.  Horvitz  (d.  1956), 
self-made  media,  real  estate  mogul 


who  hawked  newspapers  to  support 
family;  educated  to  eighth  grade. 
Started  road  construction  company 
1916;  later  real  estate  development 
firm;  acquired  5,000  acres  in  Florida. 
Also  2  Ohio  newspapers.  Left:  in  trust 
for  contentious  sons:  newspapers  to 
Harry,  construction  to  Leonard,  real 
estate  to  William.  Batties  intense,  un- 
resolvable;  judge  ordered  liquidation 
of  trust  1986.  Brothers  made  peace  in 
recent  years.  Harry  died  at  71,  pros- 
tate cancer,  February;  survived  by 
widow,  3  children.  Leonard:  69.  Mar- 
ried, 2  children.  William:  66.  Married, 
2  children.  Family  says  investments 
higher  than  estimated  $815  million. 


Hou^bton 

Corning,  N.Y.  Descendants  of  Amory 
Houghton,  founder  Corning  Glass 
Works  1851.  Produced  first  glass 
bulbs  for  Thomas  Edison  1879.  Fam- 
ily company  also  later  pioneered:  Py- 
rex  (1915),  silicone  (1938),  fiberglass 
(1939),  TV  picture  tube  (1947),  opti- 
cal fibers  (late  1960s).  Now  into  fifth 
generation  as  family- run  company. 
James  (Jamie)  Houghton,  56,  chair- 
man. Began  quality  management  sys- 
tem, restructured  company.  Brother 
Amory  Jr.,  66,  left  company  1986  to 
run  for  U.S.  Congress  (R-N.Y.). 
Wrote  no  bad  checks  in  House  bank 
scandal;  gets  by  with  aggregate  family 
holdings  recently  worth  some  $890 
million. 


Hoyt 

NYC  area  and  Santa  Fe.  Henry  Hamil- 
ton Hoyt  left  import-export  business 
1929  to  join  father-in-law's  firm, 
maker  of  Carter's  Litde  Liver  Pills. 
Managing  director  1929,  bought 
control  anonymously;  cut  dividends 
to  develop  products:  "I  believed  in 
the  axiom  that  a  business  cannot  stand 
still."  Brought  on  John  Wallace  to 
develop  products:  Arrid  deodorant 
1935.  WWII:  foot  powder  for  Gis. 
Nair,  Rise  shaving  cream  1949. 
Dropped  "Liver"  from  name  of  pills 
after  17-year  battle;  1959  Supreme 
Court  decision.  Carter- Wallace  stock 
surged  in  aids  era:  Trojan  condoms 
acquired  1985;  over  50%  market 
share.  Henry  Sr.  died  1990  at  95. 
Sons  Henry  Jr.,  Charles  run  company. 
Family  stake  worth  over  $610  million. 


228 


Forbes  400  ■  October  19,  1992 


D 


oes 


I 


i 


nvesiLmnieii 


l€)iui]r  1^ 

i  AA 


uirreii 


i 


visor 


If  the  answer  to  any 
of  these  questions  is 
'no',  perhaps  you 
should  consider  an 
investment  man- 
agement team  that 
would  allow  you  to 
answer  all  of  these 
questions  yes'  -  Trust 
Company  of  the 
West  and  the  other 
members  of  the 
TCW  Group.  TCW 


Have  a  20  year  cumulative  record  with 
the  same  equity  account  that  has  sig- 
nificantly outperformed  the  S  &  P  500? 


Offer  5  different  equity  alternatives? 


Offer  7  different  fixed  income  alterna- 
tives, including  one  whose  performance 

would  rank  in  the  top  3%  of  the 
Russell  Universe  of  U.S.  fixed  income 

accounts  for  the  past  8  years 
and  in  the  top  1%  for  5  of  those  years? 


Offer  expertise  in  30  separate 
investment  areas? 


Have  an  investment  record  that 

has  enabled  it  to  grow  assets 

under  management  from  $8  million  to 

$30  billion  in  the  last  20  years? 


management 
company  in  the 
industry.  TCW  has 
the  expertise  to  allo- 
cate assets  among  a 
variety  of  investment 
disciplines.  For  in- 
formation on  Private 
Client  Services 
for  individuals, 
family  trusts,  foun- 
dations and  other 
eleemosynary 


emphasizes  risk  consciousness,  value  and 
quality.  It  is  considered  by  many  professionals 
to  be  the  most  diversified  investment 


institutions  with  assets  of  $5  million  or 
more,  please  contact  Richard  E.  Waldron, 
Managing  Director,  at  (213)  244-0500. 


Trust  Company  Of  The  West 


fiber  of  the   TCW  Group  of  Companies 


865  S.  Figueroa  St..  Los  Angeles,  CA  90017  •  (213)  244-0000 
200  Park  A-e..  New  York,  NY  10166  •  (212)  297-4000 
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Hughes 

Fortune  of  Icgendan'  tycoon  Howard 
Hughes  Jr.  Father  patented  oil  well 
drill  bit  1909;  Jr.  inherited  age  18;  set 
flying  records,  created  Hughes  Air- 
craft, owned  twa,  dabbled  in  Holly- 
wood. Turned  eccentric,  secretive. 
Died  1976,  no  will,  no  immediate 
family.  Bulk  of  fortune  in  Hughes 
Medical  Institute.  Cousin  William 
Lummis,  attorney  who  didn't  know 
Hughes,  took  over  holding  company 
Summa  Corp;  estimated  $168  million 
1976.  Five-year  search  for  heirs;  many 
fiinny  claims.  Meanwhile  built  real 
estate  power;  still  at  least  900  acres  LA, 
25,000  acres  near  Las  Vegas.  Over 
100  relatives,  some  distant,  share  es- 
tate and  distributions  over  $500  mil- 
lion. Also  Texas  lawyers.  And  iRS. 
Could  total  $1  billion. 


Hunting 

Idema 

We0e 

Steelcase.  Grand  Rapids,  Mich.  Peter 
Wege  (d.  1944),  sheet-metal  worker 
and  holder  of  6  patents,  got  idea  for 
fireproof  metal  office  fiarniture; 
launched  firm  1912.  Instant  success: 
first  metal  wastebasket.  Prospered 
1920s,  survived  Depression.  Patented 
modern-day  suspension  cabinet 
1934.  Changed  company  name  to 
Steelcase  1954.  Henry  Idema  (d. 
1951)  one  of  the  original  investors. 
David  Hunting  (d.  April  1992)  joined 
after,  brought  others.  Henry's  son 
Walter  (d.  1979)  set  up  financial  con- 
trols; daughter  Mary  married  current 
chairman,  Robert  Pew,  69.  Policies: 
tight  control,  quality  design;  non- 
union shop;  aggressive  marketing;  in- 
dependent, exclusive  dealerships. 
Now  leader  in  office  fiirniture,  al- 
though hurting  in  recession  (sales 
down  14%,  profits  down  65%).  But 
has  $300  million  cash  pile,  perhaps  for 
expansion.  Perhaps  also  for  $100  mil- 
lion payoff'  to  crosstown  rival  Ha- 
worth  for  patent  infringement.  Three 
families  share  company  estimated 
worth  $1.8  billion. 


Irvine 

Inheritance,    lawsuits.    Middleburg, 
Va.;  Corona  Del  Mar,  Calif.  James 


Irvine  built  Orange  County  cattle  em- 
pire. Son  James  Jr.  farmed.  When  heir 
James  III  died  of  tuberculosis  mid- 
30s,  Jr.  set  up  foundation  run  by 
business  cronies  with  54%  of 
120,000-acre  ranch;  drowned  suspi- 
ciously 1947.  Second  son  Myford, 
gambler,  died  of  "self-inflicted"  gun  ., 
shot  wounds.  James  III  widow  Atha- 
lie,  daughter  Joan  inherited  22%.  Now 
59,  Joan  filed  over  20  lawsuits  for 
mismanagement;  eventually  won. 
Joined  Taubman- Allen- Bren  (see  all) 
in  Irvine  Ranch  buyout  1977,  sold 
1 1%  for  $76  million.  Bren  got  control 
1983,  Joan  sued  for  better  price.  Re- 
cendy  settled:  over  $250  million.  Joan 
now  starting  own  art  gallery.  She, 
mother  split  estimated  $350  million. 


Jenkins 

Publix  Super  Markets.  Lakeland,  Fla. 
George  Washington  Jenkins  hitched 
ride  from  Georgia  with  $7  seeking 
fortune  in  Florida  real  estate  1925. 
Instead  began  cleaning  toilets  in  Pig- 
gly  Wiggly  grocery  store;  ran  the  store 
6  weeks  later.  Snubbed  by  new  owner, 
opened  store  next  door  1930;  named 
Publix  after  movie  house  chain.  Sever- 
al Fla.  in-store  firsts:  air-conditioning, 
automatic  doors,  self-service  meats, 
shopping  music.  By  1950,  21  stores; 
by  1992,  392,  with  first  store  opened 
outside  of  Fla.  George,  now  85, 
bagged  groceries  at  every  new  store 
opening  until  stroke  summer  1989; 
son  Howard,  41 ,  now  ceo  and  chair- 
man. 1991  sales  $6.1  billion.  Family 
share  of  company  worth  $845  million. 


Jordan 

Retailing,  publishing.  Boston  origin. 
Descendants  of  Reverend  Robert  Jor- 
dan, from  England  1640.  Eben  Jor- 
dan (d.  1895)  came  to  Boston  1836, 
age  14,  with  $1  from  Danville,  Me. 
Farmhand,  errand  boy  for  dry  goods 
store.  Founded  Jordan  Marsh  1851  as 
small  wholesale  dry  goods  store.  Ex- 
panded 1856;  hurt  in  commercial 
panic  of  1857;  survived;  expanded  to 
major  Boston  retailer.  Funded 
Charles  Taylor's  (see  family)  Boston 
Globe.  Trust  for  Jordan's  heirs  owns 
11  million  shares  Globe  owner  Affili- 
ated Publications,  9  million  McCaw 
Cellular.  Prominent  Jordan  today: 
Dorothy  (Mrs.  Randolph  A.  Kidder). 


Trust  to  terminate  Jan.  1996;  shares 
recendy  worth  $610  million. 


Kelley 

Honolulu.  Roy  Cecil  Kelley,  use  ar- 
chitecture grad,  arrived  Hawaii  1929. 
Borrowed  $10,000,  built  6  apart- 
ment units  onto  family  home  1933. 
Witnessed  Pearl  Harbor  from  roof- 
top. "Wizard  of  Waikiki"  foresaw  is- 
lands' potential  as  middle-class  "tour- 
ist factory."  Built  first  hotel  1947, 
planning  on  high  occupancy  rates.  No 
frills,  moderate  price:  today  9,000- 
room  Outrigger  Hotel  chain, 
Hawaii's  largest  (owns  15,  manages 
7);  growing  mainland  presence.  Roy, 
87,  retired;  son  Richard,  59,  Harvard- 
trained  pathologist,  running  show. 
Competitor:  "Things  go  up  and 
things  go  down,  but  there  goes  Dr. 
Kelley  carrying  bags  of  money  to  the 
bank  every  morning"  containing  esti- 
mated $400  million  or  more. 


Kennedy 

Boston  origin.  Joseph  Patrick  Kenne- 
dy (d.  1969)  rose  from  modest  south 
Boston  beginnings  to  bank  president 
age  25.  Wall  Street  speculator,  went 
short  before  1929  crash,  huge  gains. 
Later  outlawed  own  trading  methods 
as  first  head  SEC.  Married  daughter  of 
Boston  Mayor  John  F.  (Honey  Fitz) 
Fitzgerald  1914.  From  9  children 
emerged  political  dynasty,  tragedy. 
Son  Joe  killed  WWII;  daughter  Rose- 
mary retarded.  John  F.,  senator.  Pres- 
ident, and  Robert  F.,  senator,  attor- 
ney general,  both  assassinated.  Ed- 
ward M.,  longtime  Massachusetts 
senator,  had  presidential  hopes 
dashed  at  Chappaquiddick.  Grandson 
William  Kennedy  Smith  faced  highly 
publicized  rape  trial;  acquitted.  Fam- 
ily wealth  tied  to  Chicago's  Merchan-' 
disc  Mart,  estimated  $350  million. 


Kin£f 

Short  Hills,  N.J.,  nyc,  Calif  et  al. 
Charles  King  (d.  1972)  pioneer  radio 
syndicator  1930s,  formed  TV  syndica- 
tion company  King  World  Produc- 
tions 1964.  Sons  Roger,  Michael  took 
reins  early  1970s;  shopped  around 
The  Little  Rascals.  Hit  jackpot  buying 
syndication  rights  to  Wheel  of  For- 
tune, Jeopardy!  early  1980s.  Added 
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It  was  an  unlikely  alliance. 

But  when  five  state  governments,  two  wildlife  conseivation 
groups  and  one  energy  company  came  together,  32  species  of 
threatened  wildfowl  secured  a  brighter  future. 


The  partnership  called  itself  The  Playa  Lakes  Joint  Venture. 
Its  mission,  to  enhance  and  protect  the  wetlands  resource  of  the 
Playa  Lakes  region  critical  to  wildlife. 

Boosted  by  grants  from  private  landowners,  state  wildlife 
agencies  in  Texas,  Oklahoma,  K^as,  New  Mexico  and  Colorado, 
with  the  US.  Fish  &  Wildlife  Service  and  Ducks  Unlimited,  Inc., 
matched  donations  from  Phillips  Petroleum  to  protect  vital  avian 
breeding  and  migrating  habitats.  Habitats  that  with  resources  and 
restoration  could  slow  the  dramatic  decline  of  millions  of  ducks, 
geese  and  cranes  from  lack  of  water 

^     It  was  an  unlikely  alliance.  But  when  five  state  governments, 
two  wildlife  conservation  groups  and  one  energy  company  came 
in  with  concern  and  came  out  with  solutions,  it  seemed  more 
inspired  than  unlikely  after  all. 

PHILLIPS  PETROLEUM  COMPANYS 


For  more  information  about  what  we  are  doing  to  protect  our  environment,  write:  Playa  Lakes,  Phillips  Petroleum  Company,  1 6C^  Phillips  Building, 
Bartlesvilk,  Oklahoma  74004. 
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FAMILY  FORTUNES 


Oprah  Winfrey  Show;  now  top  3  syn- 
dicated shows;  plus  Inside  Edition, 
also  in  top  10.  Sixtecn-hour  workdays 
not  uncommon  for  cigar-chomping 
brothers.  Roger,  48,  chairman;  Mi- 
chael, 44,  president,  ceo;  Diana,  43, 
vp,  secretary;  Richard,  51,  director. 
Sister  Karen  quit  1986,  eldest  brother 
Robert  sold  out  for  $1.7  million  be- 
fore company  went  public  1984. 
Family  estimated  $380  million. 


Kleberg 

King  Ranch  Inc.,  Kingsville,  Tex. 
Richard  King  (1824-85),  Rio  Grande 
steamboat  captain,  bought  Spanish 
land  grants  south  Texas  1 8 5 Os,  started 
country's  most  famous  ranch.  Bulk 
(over  800,000  acres)  to  daughter  and 
husband,  Robert  Kleberg.  Descen- 
dants, along  with  Exxon,  developed 
big  oil  finds.  Built  ranches  Argentina, 
Venezuela,  Spain,  Morocco,  Austra- 
lia, Brazil.  Current  nonfamily  chair- 
man Leroy  Denman  has  sold  all  over- 
seas except  Brazil.  Oil  still  producing 
cash.  Family  clash  led  to  buyout  of 
Robert  Shelton,  Belton  Kleberg  John- 
son mid- 1970s.  B.K.  doing  well,  Bob- 
by is  almost  bust.  Stephen  Kleberg 
runs  day-to-day.  Ranch  in  acquiring 
mode.  Family  estimated  $800  million. 


NYC,  Rye  Brook,  N.Y.  et  al.  Karl  Lan- 
degger  bought  run-down  paper  mill 
Austria  1920s.  Fled  Hider,  to  U.S. 
1938  with  $40,000.  Purchased  Par- 
sons &  Whittemore,  small  pulp  trad- 
ing firm.  Built  to  world's  leading  pulp 
and  paper  mill  builder;  60%  pulp  pro- 
duction in  U.S.,  largest  supplier  to 
Japan,  Korea.  Also  paper  machinery 
maker  Black- Clawson.  Sons  inherited 
1976.  Carl,  62,  ceo  Black- Clawson; 
George,  54,  ceo  Parsons  &  Whitte- 
more. Carl  spending  big  on  recycling 
equipment,  George  on  new  paper 
mills.  Carl:  "My  business  motivation 
is  to  make  something  and  make  it 
bigger  and  bigger."  George:  "We  will 
become  the  largest  paper-pulp  pro- 
ducer and  seller  in  the  world."  Family 
fortune  estimated  over  $500  million. 


Lilly 

Indianapolis  et  al.  Colonel  Eli  Lilly, 
Civil  War  veteran,  started  producing 


"Lilly  pills"  1876.  Son  Josiah  took 
over  1901;  introduced  first  commer- 
cial insulin  1920s.  Leader  in  barbi- 
tuates  1930s,  antibiotics  1940s,  first 
mass-produced  Salk  polio  vaccine 
1950s.  First  commercial  drug  from 
gene-splicing  technology  1982. 
Plagued  by  legal  problems  1970s  and 
1980s:  DBS,  Darvon,  Oraflex.  Diversi- 
fied into  medical  equipment,  agricul- 
tural chemicals.  Family  no  longer  in 
management.  Charitable:  Lilly  En- 
dowment, set  up  1937,  $2  billion 
trust  for  educational,  religious  devel- 
opment. Family  quiet  on  finances: 
believed  over  $1  billion;  if  holding 
original  Lilly  stock,  over  $2  billion. 


lykes 

Tampa,  New  Orleans  et  al.  Descen- 
dants of  Dr.  Howell  Tyson  Lykes  (d. 
1907),  who  inherited  500  Fla.  acres; 
gave  up  medicine  to  become  rancher 
1870s.  With  7  sons,  made  fortune 
raising,  shipping  catde  to  Cuba;  fam- 
ily eventually  lost  Cuba  acreage  in 
Castro  takeover.  But  Lykes  Bros,  be- 
gan diversifying  1940s:  insurance, 
real  estate,  steel,  natural  gas,  banking, 
citrus.  Merged  steel  operations  with 
LTV  Corp.  1978;  sold  much  off  at 
profit  before  ltv  crash  1986.  Bought 
back  famed  steamship  line  from  ltv 
1983.  Still  dealing:  sold  35%-con- 
troUed  First  Florida  Banks  for  8% 
Barnett  Banks  May.  Great-grandson 
Thompson  Lykes  Rankin,  52,  heads 
empire  for  200-member  family  esti- 
mated worth  $770  million. 


Marriott 

Washington,  D.C.  Heirs  of  John  Wil- 
lard  Marriott  Sr.  (d.  1985).  Utah 
Mormon  who  opened  root  beer  stand 
1927  with  wife  Alice;  built  chain  of 
restaurants.  Brought  drive-in  restau- 
rants to  the  East.  Pioneered  airline 
catering  business  1937.  Started  Mar- 
riott hotel  chain  1957.  Today  739. 
Wife,  sons  now  run  company:  J.  Wil- 
lard  Jr.  ("Bill"),  60,  chairman  and 
president;  Richard  E.,  53,  vice  chair- 
man; Alice,  85,  director.  Sold  Roy 
Rogers  chain  1990.  Sold  hotels,  other 
restaurants  for  $167  million  1991. 
Weak  real  estate  market  forced  Marri- 
ott Corp.  to  halt  senior  housing  com- 
plexes, sell  7  hotels  to  itt  Sheraton 
Corp.  for  more  than  $160  million. 


Family  owns  First  Media.  Marriott 
stock,  etc.  estimated  $660  million. 


McClatcby 

Sacramento  et  al.  Heirs  of  Irish  immi- 
grant James  McClatchy,  reporter  for 
Horace  Greeley's  New  York  Tribune. 
Went  west  to  California  gold  mines 
1849.  Cofounded  Sacramento  Bee 
1857,  edited  until  his  deadi  1883; 
succeeded  by  son  Charles  (d.  1936). 
Charles'  daughter  Eleanor  ran  papers 
until  just  before  she  died  1980;  strong 
supporter  of  liberal  causes;  very 
private.  Eleanor's  nephew  C.K. 
McClatchy  (d.  1989)  elected  presi- 
dent of  company  1978;  took  compa- 
ny public  1988;  chairman  of  the 
board  1987.  Company  now  led  by 
brother  James  B.:  12  dailies,  8  non- 
dailies,  several  senior  citizen  newspa- 
pers. Family  holds  100%  Class  B 
stock,  worth  $480  million. 


McGraw 

NYC  et  al.  Heirs  of  founder  James  H. 
McGraw,  schoolteacher  who  moon- 
lighted selling  magazine  subscrip- 
tions 1800s.  In  lieu  of  back  pay,  took 
stake  in  ailing  railroad  publication 
1 888;  revived  it.  Acquired  other  trade 
pubs.  Founded  McGraw-Hill  1909 
with  partner  John  Hill  (d.  1917):  20 
magazines  and  book  businesses  by 
late  1920s;  now  major  supplier  infor- 
mation products,  services:  37  maga- 
zines, 4  TV  stations,  book  publishing, 
etc.  Grandson  Harold  W.  McGraw 
Jr.,  74,c;eo  1975-88  (retired);  noted 
for  preventing  American  Flxpress 
takeover  attempt  1979.  Harold's  son, 
Harold  III  (known  as  Terry),  execu- 
tive VP.  Family  still  controls  about 
19%,  recently  worth  $550  million. 
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Mead 

Wisconsin  Rapids.  George  W.  Mead 
(d.  1961)  left  Illinois  ftirniture  store 
1902  for  central  Wisconsin  to  take 
over  construction  of  dam,  paper  mill 
after  father-in-law  died.  Intended  to 
leave  when  "paperman"  was  found; 
stayed  59  years.  Consolidated  Papers 
expanded,  modernized  under  son 
Stanton  1950-66  (d.  1988).  Grand- 
son George  II,  65,  company  chair- 
man. Navigated  through  lean  early 
1970s  until  magazine  industry  recov- 
ery 1978  increased  demand;  when 
Life  magazine  revived  in  late  1970s, 
didn't  have  paper  to  sell  it.  Sales  $872 
million  1991;  still  has  first  account, 
also  Forbes.  "We  have  no  strategy 
here,  no  grand  design."  Estimated  80 
family  members  share  stock  worth 
$660  million. 


Meijer 

Retailing.  Grand  Rapids,  Mich.  Hen- 
drik  Meijer  left  Netherlands  1907  for 
U.S.  Opened  barbershop  1914;  add- 
ed storefront.  Opened  food  store  to 
pay  rent  in  Depression;  it  expanded 
faster  than  barbershop.  Son  Frederik 
skipped  college,  early  1960s  com- 
bined grocery  store  with  discount 
store;  considered  shrewd  marketer, 
watcher  of  every  detail.  "One-stop 
shopping"  caught  on:  Meijer  Inc. 
now  65  huge  stores  Michigan,  Ohio. 
Revenues  estimated  $5  billion  1991. 
Fred  72.  Sons  Douglas,  38;  Hendrik, 
40;  Mark,  34;  all  in  business.  Trying 
warehouse  club  market  in  Michigan 
this  year  with  SourceClub.   Family 


Thomas  Monaghan  (opposite  page)  and 
Michael  Hitch:  a  tale  of  two  pizzamen 
They  opened  their  first  pizzerias  within 
a  year  of  each  other  and  went  on  to  build 
franchising  empires.  But  Monaghan's 
Domino's  Pizza  has  run  into  trouble  and  is 
losing  market  share.  Hitch's  Little  Cae- 
sar's, after  a  slower  start,  is  growing  fast. 
Recently  Monaghan  looked  for  a  buyer 
for  his  Detroit  Tigers  and  found  Hitch,  a 
former  minor  leaguer,  who  paid  $80  mil- 
lion for  the  team. 


company,  mosdy  in  trusts,  believed 
worth  at  least  $800  million.  Fred 
wants  low  profile:  "I  am  more  poor 
than  you  think." 


Mellon 

Pittsburgh  area.  Original  Andrew 
Mellon  arrived  U.S.  1818.  With 
brothers  bought  farmland,  lots  of  it, 
d.  1856.  Son  Judge  Thomas  Mellon 
studied  law,  attended  Western  U. 
(now  U.  of  Pittsburgh).  Invested  in 
coal,  real  estate.  Started  T.  Mellon  & 
Sons,  predecessor  of  today's  Mellon 
Bank.  Common  Pleas  judge,  quit 
1869:  "I  was  making  too  great  a 
pecuniary  sacrifice."  Sons  Andrew, 
Richard  B.  turned  holdings  into  one 
of  3  largest  American  fortunes  pre- 
WWI  (the  others:  Rockefeller,  Van- 
derbilt).  Andrew  leader  in  creating 
financial  institutions,  venture  capital 
^Alcoa,  Gulf  Oil,  Koppers,  etc.).  U.S. 
Treasury  Secretary  1921-32.  Exon- 
erated of  income  tax  fraud  charges 
after  1937  death.  R.B.'s  son,  Richard 
King  Mellon,  managed  family  busi- 
nesses 30  years,  merged  existing 
banks,  centralized  control  of  fortune 
in  Pittsburgh.  Revitalized  Pitts- 
burgh: $160-million-plus  Mellon 
fijnds  to  Carnegie -Mellon  U.  Family 
fo''tune,  prudently  managed,  worth 
around  $5  bilUon.  (See  Me  lions, 
Scaife,  May,  Conover,  Currier.) 


Mennen 

The  Mennen  Co.,  Morristown,  N.J. 
Gerhard  Mennen  arrived  NYC  1871, 
age  15.  Worked  for  apothecary; 
bought  drugstore  on  installment  plan 
for  $1,600.  Founded  company  1878 
known  for  marketing  innovation:  first 
talcum  powder  in  shaker  can,  shaving 
cream  in  tube,  stick  deodorant.  Grew 


to  big  name  in  toiletries:  Speed  Stick, 
Skin  Bracer.  Revenues  1991  more 
than  $500  million.  Also  paper  party 
goods:  Paper  Art,  C.A.  Reed.  Grand- 
son G.  Mennen  Williams  6-term  gov- 
ernor of  Michigan  (d.  1988).  Hot 
competition  from  multibillion-dollar 
marketing  giants  convinced  Mennen 
family  to  sell  company  to  Colgate- 
Palmolive  for  $670  million  in  Febru- 
ary. Family  received  80%  in  Colgate 
stock,  rest  in  cash;  recentiy  worth 
about  $730  million. 


Murphy 

El  Dorado,  Ark.  Murphy  Oil  Corp. 
Banker  Charles  Sr.  (Mr.  Charlie)  ac- 
quired land,  timber;  discovered  oil 
Louisiana  1920s.  Charles  Jr.  started 
own  oil -drilling  venture  at  16  with 
$5,000  gift  from  grandfather.  At  21, 
took  reins  of  Murphy  Oil  after  father 
suffered  stroke.  "When  I  might  have 
been  a  college  freshman,  1  had  already 
found  oil,  had  40  employees,  owed 
$100,000,  wanted  to  marry.  Being  a 
freshman  didn't  appeal  to  me." 
Taught  self  classics,  languages.  Built 
integrated  company  through  merg- 
ers, exploration,  reinvestment.  At  72, 
still  chairman;  secret  to  family  success: 
"See  that  your  sisters  marry  outstand- 
ing men."  One  son  in  business,  3 
other  children.  Family  has  26%  Mur- 
phy, land;  estimated  wjorth  some 
$500  million. 


Nordstrom 

Seatde.  Swedish  teen  John  W.  Nord- 
strom immigrated  1888  with  $5, 
learned  English  as  mine  worker,  lum- 
berjack; made  $13,000  in  1896  Klon- 
dike gold  rush.  Opened  shoe  store 
Seattle  1901 .  By  his  death  1963,  larg- 
est independent  shoe  chain  in  U.S. 
(27  stores).  Diversified  into  women's 
fashion,  added  menswear  1968,  went 
public  1971.  Now  coast-to-coast  de- 
partment stores;  1991  sales,  $3.2  bil- 
lion. Grandsons  John  N.,  James  F.; 
cousin  Bruce  A.,  cousin-in-law  John 
McMillan  cochairmen.  Four  nonfam- 
ily  members  lead  as  copresidents. 
Heavy  emphasis  customer  service;  but 
now  also  lower- service  Nordstrom 
Rack  clearance  oudets.  Stock  value 
almost  halved  by  retail  recession,  but 
family  shares  still  worth  estimated 
$970  million. 
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Norris 

Lennox  International.  Descendants 
of  D.W.  Norris,  owner  Marshalltown 
(Iowa)  Times-Republican;  helped  fa- 
ther-in-law get  job  1904  by  paying 
$40,000  to  buy  coal-furnace  opera- 
tions from  machinist-inventor  David 
Lennox.  Pioneered  sheet-metal  fur- 
naces; business  boomed  when  coun- 
try went  for  central  heating.  Son  John 
Norris  developed  oil  and  gas  furnaces 
1930s.  Estimated  sales  now  $1.1  bil- 
lion; company  subsidiaries  include 
Heatcraft  Inc.,  Armstrong  Air  Condi- 
tioning. Founder's  grandson  John  Jr. 
took  charge  1980.  Company  stock 
slowly  passes  to  around  175  family 
members  as  gifts.  Norris:  "You  start 
with  a  lucky  gene  pool."  You  finish 
with  company  worth  estimated  $500 
million. 


O'Connor 

Oil,  real  estate.  Victoria,  Tex.  Descen- 
dants of  Thomas  O'Connor  (d. 
1887),  Irish  immigrant,  arrived  Texas 
early  1830s,  fought  in  Lone  Star  War 
of  Independence.  Built  400,000-acre 
ranch  empire  south  Texas.  Two  sons 
expanded,  added  200,000  acres  out 
of  state,  developed  Braford  cattie 
(better  adapted  to  Gulf  Coast  cli- 
mate). In  mid- 1930s  discovered 
"Tom  O'Connor"  field  on  land,  one 
of  largest,  most  productive;  Exxon 
has  big  interest.  Also  family  stake 
Victoria  Bankshares — place  to  stash 
money.  Steeped  in  ranching  tradition, 
now  stresses  preservation.  Senior  fam- 
ily member:  "We're  just  caretakers  for 
the  next  generation."  Family  split  in 
two  groups.  Big  question:  how  much 
over  $500  million  are  they  worth? 


Pew 

Philadelphia  origin.  Joseph  Newton 
Pew  Sr.  founded  Sun  Oil  Co.  (a.k.a. 
Sunoco)  1886;  pioneered  techniques 
to  capture,  pipe  natural  gas.  Bought 
into  legendary  Spindletop,  Tex.  oil 
strike  1901;  died  1912  at  his  desk. 
Son  J.  Howard  (d.  1971)  president 
1912-47,  returned  as  chairman  1963- 
70;  last  Pew  to  run  the  company. 
Great-grandson  R.  Anderson,  56, 
heads  Sun  subsidiary,  only  Pew  in 
management.  Far-flung  family  of  over 


Game  show  pioneer  Mark  Goodson 
Newspapers  once  outperformed  game 
shows.  Now  Goodson's  media  properties 
are  down,  but  since  Sony  and  the  Family 
Channel  are  planning  all-game-show  ca- 
ble channels,  the  value  of  his  syndica- 
tion library  (To  Tell  the  Truth,  The  Price  is 
Right  and  What's  My  Line?)  has  soared. 


400  has  strict  Presbyterian,  Republi- 
can tradition.  Family  members  make 
up  4  of  9  board  members  for  the  Pew 
Charitable  Trusts;  with  $3.4  billion, 
among  5  largest  American  founda- 
tions. Family  shares  Sun  Co.,  Oryx 
Energy  estimated  over  $440  million. 


Phipps 

Pittsburgh  origin.  Steel  magnate 
Henry  Phipps  (1839-1930),  son  of 
Philadelphia  cobbler,  grew  up  with 
neighbor  Andrew  Carnegie  in  Alle- 
gheny, Pa.  Became  partners,  pio- 
neered Bessemer  process  of  manufac- 
turing steel.  When  Carnegie  sold  out 
to  J.P.  Morgan  1901,  Phipps  got  $50 
million;  took  stock  while  Carnegie 
took  bonds;  fortune  grew  according- 
ly. Set  up  Bessemer  Trust  1907,  split 
among  5  children.  For  more  than  two 
decades  descendants  litigated  over 
management  of  trusts.  Now  in  5th 
generation,  over  100  heirs  including 
Guests,  Mannings,  Martins,  mostiy  in 
N.Y.  and  Fla.  With  part  of  $9  billion 
under  Bessemer  management,  etc., 
family  estimated  at  least  $2.5  billion. 


Piffott 

Seattie.  Descendants  of  William  Pi- 
gott  Sr.  Made  railcars,  equipment  for 
logging  industry  1905;  founded  Pa- 
cific Car  &  Foundry.  Built  tanks,  tugs 
WWII.  Entered  truck  business  with 
1945  purchase  of  Kenworth,  later 
Peterbilt;  producing  the  "Rolls- 
Royces  of  trucking."  Class  pays:  now 
Paccar  $2.1  billion  (1991  revenues), 
22%  of  heavy-duty  truck  market. 
Family  currentiy  holds  estimated 
40%.  Added  poison  pill  against  possi- 
ble black  knight  Harold  Simmons 
(which  see).  Grandson  Charles,  62, 
Paccar  ceo,  chairman;  president  Boy 
Scouts  of  America  to  1988.  Grandson 
James,  55,  owns  management  con- 
sulting company,  still  a  director.  Over 
30  heirs  believed  to  share  family  hold- 
ings of  Paccar  worth  estimated  $710 
million. 


Pitcaim 

Bryn  Athyn,  Pa.  Devout  Scottish  im- 
migrant John  Pitcairn  (d.  1916) 
launched  glassmaking  plant  on  Alle- 
gheny River  1883,  built  into  PPG  In- 
dustries. Pitcairns  out  of  active  role  in 
PPG  by  1935  but  retained  14%  stock. 
Descendants  complained  they  "in- 
herited neither  the  great  financial 
wealth  of  our  fathers  nor  the  capabili- 
ty and  energy  required  to  be  creators 
and  builders,"  sold  shares  1985, 
formed  Pitcairn  Financial  Manage- 
ment Group.  But  sold  too  soon,  ppg 
earnings  up;  family  repurchasing.  Be- 
gan managing  outside  assets  1989. 
Family  devoted  to  Swedenborgian 
faith;  designed,  support  cathedral  in 
Bryn  Athyn.  Net  worth  estimated 
$950  million. 


Pulitzer 

St.  Louis  et  al.  Descendants  of  Joseph 
Pulitzer  ( 1847- 19 1 1 ),  poor  Hungar- 
ian immigrant,  sometime  politician  in 
St.  Louis  after  Civil  War.  Bought 
bankrupt  Dispatch  1878  for  $2,500; 
stressed  muckraking.  Eventually 
merged  with  Post;  built  chain  includ- 
ing N.Y.  World.  Founded  first  jour- 
nalism grad  school,  Columbia,  1903; 
also  Pulitzer  Prize.  Now  Pulitzer 
Publishing  1  daily,  2  shoppers  (Ixr- 
ner  chain  is  up  for  sale).  Broadcasting 
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'S  AMAZmiG  WHAT  AMERICAHS 
WILL  GO  THBDUGH  TO  OWH  A  HOME 

takes  to  buy  a  home.(3^clitionally, 
by  a  tiiree  to  one  margin,  Americans 
believe  lack  of  affordable  tiousing 
is  one  of  the  two  or  three  most 
serious  problems  facing  the  U.S. 
Q^\  Fannie  Mae,  we're  working 
to  help  solve  the  problem.  We 
purchase 

loans  from  a  nationwide  network 
of  about  3,000  lenders,  replen- 
ishing their  mortgage  funds  so 
they  can  lend  to  more  home 
buyers  in  their  communities. 
Q/^\  a  free  copy  of  our  survey 
results,  or  to  find  out  more  about 
our  innovative  ways  of  making 
housing  more  affordable,  call 
1-800-688-HOME  toll-free. 

SHOWING  AMERICA 
A  MFW  WAY  HOME. 


ush  hour.  Red  lights.  Road 
hazards.  Owost  Americans 
are  willing  to  make  sacrifices  in 
order  to  own  a  home.  Given  a 
choice,  they'll  commute  an  hour 
or  more  to  a  home  they  can 
afford  to  own  rather  than  rent 
close  to  work.  That's  what  we 
found  out  at  Fannie  Mae,  after 
conducting  a  landmark  National 
Housing  Survey.M  the  1,500 
people  we  polled,  the  over- 
whelming majority  were  willing 
to  make  major  tradeoffs  to 
achieve  homeownership.  By  a 
three  to  one  margin,  they'd  rather 
own  a  home  than  retire  10  years 
early,  and  by  a  greater  than  two 
to  one  margin,  they're  willing  to 

\A/nrl/   a  car>nnH   inh   if  thot'o  \«/hot  it 
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since  1922;  now  7  network-affiliated 
TV  stations,  2  radio,  1  satellite  net- 
work. Grandsons  Joseph  Jr.,  79,  Mi- 
chael, 62,  David  Moore,  69,  staved 
oflf  Al  Taubman's  (which  see)  iM:empt 
to  buy  shares  from  discontented  Pu- 
litzers, bought  them  out  for  $187 
million  1986.  Family  stock,  etc. 
worth  $620  million. 


R0ed 

Seatde  et  al.  Descendants  of  Sol  G. 
Simpson,  who  cofounded  Simpson 
Timber  1890.  "Sleepy  lumber  com- 
pany" to  1950s,  diversified  into  pa- 
per-making. Reputation  for  shrewdly 
buying  timber  properties  at  fire  sale 
prices,  replanting  for  long  term.  To- 
day over  750,000  acres  West  Coast 
timberland,  including  200,000  acres 
redwood.  High  value-added  white 
paper;  redwood  lumber.  Value  rising 
with  exports  to  Asia,  environmental 
pressure  to  limit  cutting  pubhc  lands. 
Great-grandson  William  Reed,  53, 
head  since  1971 .  In  1987,  after  3-year 
legal  batde,  last  few  nonfamily  shares 
bought  out;  former  owners  kicking 
selves.  Fewer  than  50  descendants 
now  own  company  believed  worth 
$900  million  or  more. 


Richardson 

Greensboro,  N.C.,  Connecticut  et  al. 
Descendants  of  Lunsford  Richard- 
son, teacher  turned  pharmacist,  who 
bought  drugstore  in  1890s  for  $450. 
Developed  home  remedies,  picked 
name  from  magazine  ad  for  Vick's 
Seeds.  Founded  Vicks  Family  Reme- 
dies, predecessor  of  Richardson- Mer- 
rell,  with  life  savings  of  $8,000, 1905. 
Main  product,  Vicks  VapoRub;  sales 
soared  during  influenza  epidemic 
1918-19.  Added  many  over-the- 
counter  products.  Richardson-Mer- 
rell,  to  Dow  Chemical  1981  for  $80 
million  stock.  Kept  Richardson -Vicks 
(Clearasil,  Nyquil),  merged  into 
Procter  &  Gamble  1985  for  over 
$400  million.  Bought  into  Vanguard 
Cellular  Systems.  Over  200  relatives 
share  fortune  over  $765  million. 


Rackefeller  (John  D,) 

NYC  et  al.  Descendants  of  John  D. 
Rockefeller,  world's  first  billionaire, 
founder   Standard    Oil.    Frugal    ac- 


counting clerk  who  invested  in  mer- 
chant grain  business  1858;  put 
$4,000  into  oil  refining  1863.  Pretty 
good  investment:  7  years  later  Stan- 
dard Oil  of  Ohio;  formed  legendary 
monopoly.  Furor  led  to  Standard  Oil 
trust  breakup  1911.  To  marry  Abby 
Aldrich,  only  son  John  Jr.  gave  hef 
father  long,  earnest  recital  of  his  fi- 
nancial prospects  (Mr.  Aldrich  was 
won  over).  Between  them,  2  John  D.s 
gave  over  $1  billion  to  charity — when 
a  billion  was  still  worth  a  billion.  Jr. 
had  6  children:  daughter  Abby,  sons 
J.D.  Ill,  Nelson,  Winthrop  (all  de- 
ceased), and  surviving  sons  Laurance, 
David  (which see).  Nelson  (Rocky)  (d. 
1979)  4-term  liberal  gop  N.Y.  gover- 
nor, 3-time  contender  for  presidency. 
Ford's  VP.  Now  John  D.  FV,  one  of  4 
children  of  John  D.  Ill  (d.  1978), 
Democratic  W.  Va.  senator  (also  gov- 
ernor 1977-84),  strongly  considered 
1992  presidential  bid,  mentioned  as 
potential  VP.  David  Jr.  emerging  as 
leader  of  his  generation.  Combined 
family  fortune  estimated  $5.5  billion 
or  more. 


Rollins 

Adanta,  Wilmington.  Heirs  of  O. 
Wayne  Rollins:  farm  boy;  started  at 
$10  for  72 -hour  week  in  textile  mill 
during  Depression;  got  into  business 
with  younger  brother  John  (which 
see).  Brothers  went  on  to  build  sepa- 
rate interests.  O.  Wayne's:  pest  con- 
trol (Orkin  Exterminating),  media 
(Rollins  Communications  sold  1986 
for  $600  million;  his  share,  $290 
million),  oil  &  gas,  security  systems, 
real  estate,  etc.  Died  Oct.  1991,  esti- 
mated over  $930  million:  left  $500 
million  to  charity;  legacy  of  religious 
values,  family  ties,  hard  work  to  fam- 
ily. Sons:  R.  Randall,  60,  no  college 
degree,  chairman  Rollins,  Inc.;  Gary 
W.,  48.  U.  of  Tenn.,  president  Rol- 
lins, Inc.  Estimated  family  net  worth 
over  $400  million. 


Rjtse 

NYC.  Jerusalem-born  David  (d.  1986) 
cofounded  Rose  Associates  with 
brother  Samuel  (d.  early  1960s)  in 
Bronx  1920s,  then  Manhattan.  One 
of  New  York's  oldest,  biggest  apart- 
ment builders,  managers;  now  run  by 
Samuel's  sons:  Daniel  plans,  Freder- 


ick builds,  Elihu  manages  (all  Yalies). 
Lesson  from  father,  uncle:  "The  best 
fertihzer  is  the  farmer's  shadow  on 
every  piece  of  property."  More  than 
6,400  NYC  apartments,  substantial 
Boston  properties.  Recentiy  convert- 
ed more  than  half  their  Manhattan 
units  to  co-ops.  Avoid  public  eye. 
Frederick  gave  $15  million  to  Lincoln 
Center  arts  complex.  "The  world 
needs  a  Lincoln  Center  more  than 
another  shopping  mall."  Still  estimat- 
ed near  $400  million. 


Rosentpold 

NYC  et  al.  Inheritance.  Julius  Rosen- 
wald  (d.  1932)  moved  to  nyc  from 
hometown  Springfield,  111.;  opened 
small  clothing  factory.  Invested 
$35,000  in  Sears,  Roebuck  &  Co., 
bought  out  Alvah  Roebuck  1895, 
Richard  Sears  1913.  Pioneered  mail 
order;  built  world's  largest  retailer 
(until  1990;  supplanted  by  Wal- 
Mart).  Donated  $50  million  to  edu- 
cation, etc.  Five  children  sold  some 
Sears  stake,  diversified  into  real  estate, 
cable  TV,  magazines,  etc.  Son  Lessing 
(d.  1979)  former  Sears  chairman,  do- 
nated art  to  Library  of  Congress. 
Daughter  Edith  Stern  (d.  1980)  civil 
rights  activist.  Son  William,  89,  helps 
run  investment  firm;  former  chairman 
United  Jewish  Appeal.  Over  100  heirs 
share  fortune  believed  at  least  $450 
million. 


Rudin 

NYC.  Real  estate.  Descendants  of  Lith- 
uanian immigrant  who  arrived  nyc 
1883,  age  15.  Son  Samuel  (d.  1975) 
and  brothers  founded  Rudin  Man- 
agement 1924  to  run  handful  of 
Bronx,  Manhattan  apartment  houses. 
Samuel's  sons  Jack,  Lewis  joined 
1946.  Family  philosophy:  never  sell 
(still  own  first  building,  bought 
1902).  Today  3,300  apartments,  7 
million  sq.  ft.  prime  Manhattan  office 
space,  mostly  built  pre- 1972.  Jack, 
68,  and  Ixw,  65,  nm  operation.  Ixw 
founded  Association  for  a  Better  New 
York.  "We  have  real  problems,  and  I 
want  to  do  my  part  to  solve  them." 
Jack  heads  nyc  Marathon  committee. 
Debt  higher  than  formerly  thought: 
family  fortune  now  estimated  $500 
million. 
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ARE  YOU 

SUFFERING 

FROM  "IIM-HOUSE 

TEMP  POOL 

BURNOUT?" 


i| 


Let  Payroll  Options  Unlimited  relieve  you  of 
the  responsibility  of  your  casual  and  project  personnel 

Join  a  growing  group  of  companies  who  have  discovered  that 
"outsourcing"  their  in-house  temp  pools  is  more  efficient  and  cost-effective. 


DECREASE 

•  Cost  of  recruitment,  interviewing  and  testing 

•  Human  Resource  responsibility 

•  Unemployment  costs  and  liability  insurance 

•  Permanent  employee  headcount 


INCREASE 

•  Productivity  and  scheduling  efficiency 

•  Accountability  and  reporting  accuracy 

•  Cost-effectiveness 

•  Your  free  time 


Legal  exposures 

Be  sure  to  ask  about  our  PLATINUM  OPTION. 

;  If  you  qualify,  we'll  put  a  coordinator  on  your  site  at  no  extra  cost  to  ycu 


Call  today  for  a  no-obligation, 
customized  cost  analysis. 

800-966-6654 

!  J// Payroll  Options 
ll  UfUitnitedy  Inc. 

1335  Jericho  Turnpike 

New  HvHp  Park   New  Ynrk  11  DAD 


M 
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Russell 

Alexander  City,  Ala.  Descendants  of 
Benjamin  Russell,  founder  Russell 
Manufacturing  Co.  1902.  First  gar- 
ments ladies'  vests.  Benjamin  died 
1941 .  Son  Ben  C.  took  over,  expand- 
ed company  until  untimely  death 
1945;  brother  Thomas  took  over. 
Russell  Corp.  now  35  plants  Alabama, 
5  Florida,  3  Virginia,  7  North  Caroli- 
na, 2  Georgia.  Big  producer  leisure 
wear,  athletic  uniforms  (outfits  21  of 
26  major  league  baseball  teams); 
1991  sales,  $804  million.  Innovation, 
commitment  to  quality'  command 
good  prices.  Now  Benjamin,  53, 
grandson,  director  and  major  stock- 
holder. Cousin,  Nancy  Russell,  mar- 
ried to  chairman,  E.C.  Gwaltney. 
Russells  also  own  Russell  Lands  Inc., 
25,000  woodsy  acres  Alabama.  Fam- 
ily stock,  etc.  estimated  $465  million. 


Sammons 

Dallas.  Heirs  of  Charles  A.  Sammons 
(d.  1988),  founder  Sammons  Enter- 
prises. Built  mixed  bag  of  businesses: 
life  insurance,  cable  T\\  etc.  Born 
Oklahoma    1898,    orphaned    early. 


raised  by  aunt.  Moved  to  Piano,  Tex. 
1918  to  trade  hay  and  grain:  "1 
couldn't  find  a  job  and  I  didn't  know  a 
business."  Invested  profits  in  bank 
stock;  bank  went  bust.  Entrepreneur 
then  started  insurance  business.  Re- 
serve Life  Insurance  Co.  Dallas  1938. 
Later  tried  cable;  now  about  1  milliori 
subscribers.  Arranged  estate  to  avoid 
dismembering  company:  60%  in 
foundations,  10%  in  esop,  30%  in 
trust  for  descendants — only  daugh- 
ter, her  20  or  so  children  and  grand- 
children. Family  fortune  now  estimat- 
ed $600  million. 


ScHpps(E.W.) 

Cincinnati  origin.  Descendants  E.W. 
Scripps  (d.  1926),  who  began  Cleve- 
land Press  age  24, 1878;  founded  UPl; 
both  now  gone.  Built  nation's  one- 
time largest  newspaper  chain,  Scripps 
Howard.  Long  history  of  family 
feuds:  bitter  split  between  E.W.  and 
half  brother  James  (see  family),  who 
formed  Evening  News  Association. 
Other  children  broke  away  on  E.W.'s 
death  1926.  Son  James  G.  launched 
Scripps  League  Chain  1931.  Original 
Scripps  company  went  public  1988; 
now  19  dailies,  80%  Scripps  Howard 


Ambassador  Roy  Huffington  at  his  desk  in  Vienna 

The  oil  tycoon  turned  diplomat  was  appointed  ambassador  to  Austria  in  1990  and 

actively  promotes  investment  in  Eastern  Europe.  His  charge  should  end  next  year, 

though— whether  Bush  is  reelected  or  not.  Huffington  says  he  may  return  to  the  oil 

business. 


Broadcasting:  TV,  radio,  cable. 
Scripps  descendants  benefit  from 
trust  set  up  to  prevent  heirs  from 
selling  stock  until  next  century.  Net 
worth  estimated  $1 .6  billion  or  more. 


Scripps  (J.E.) 

Detroit  et  al.  Heirs  of  English  immi- 
grant James  Edmund  Scripps  (see  also 
E.  W.  Scripps  family),  who  came  to 
Illinois  1844.  Launched  Detroit 
News  1873:  short,  simple  stories  for 
little-educated  factory  workers,  low 
price.  Soon  circulation  5  times  size  of 
any  competitor.  Formula  worked 
Cleveland,  Cincinnati,  etc.  Later  bit- 
ter split  with  half-brother  E.W. 
Scripps.  J.E.  merged  with  other  pa- 
pers; built  Evening  News  Association. 
ENA  headed  by  great-grandson  Peter 
Bruce  Clark  when  sold  to  Gannett  for 
$717  million  1985.  Boodi  Newspa- 
pers founded  by  George  Booth, 
Scripps  executive  who  married  into 
family;  sold  for  $300  million  to  New- 
house  1976.  Over  200  descendants 
share  fortune  estimated  $880  million. 


Se0erstrom 

Orange  County,  Calif.  Charles  John 
Segerstrom  arrived  U.S.  from  Sweden 
1882  with  wife,  1 1  kids.  Tenant  farm- 
ers on  40  Orange  Co.  acres;  bought 
more  land  with  4  youngest  sons;  d. 
1928.  By  1950s  C.J.  Segerstrom  na- 
tion's leading  grower  dried  lima 
beans.  Developed  some  real  estate: 
industrial  space,  shopping  centers,  of- 
fices. Firm  headed  by  grandson  Hen- 
ry, 69;  mother  Nellie  Ruth,  94;  cous- 
in Harold  Jr.,  64.  Said  to  be  conserva- 
tive, stayed  out  of  1980s  credit  craze. 
"They  never  made  a  decision  and  left 
the  room  unless  [all]  supported  it." 
Built  one  of  largest  U.S.  malls.  South 
Coast  Plaza,  Costa  Mesa,  Calif  1967. 
Annual  sales  about  $700  million. 
Three  partners'  equity  in  private  com- 
pany estimated  over  $400  million. 


Smith 

(>hicago.  Banking  family  descended 
from  Solomon  A.  Smith,  founded 
Merchants  Savings  1857.  Son  Byron 
founded  Northern  'frust  1897.  Fam- 
ily backed  two  Swedish  tool  makers 
who  founded  Illinois  Tool  Works 
1912.  Smiths  eventually  took  control, 
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cover  them...right?' 


Deductibles.  Copayments.  Even  minor  medical  problems  can  be  costly  for  your  employees. 
And  health  insurance  is  a  major  expense  for  your  company,  too.  You  can  serve  your  employees  and 
your  bottom  line  with  AFLAC  supplemental  insurance. 

Since  1958,  AFLAC  has  become  an  expert  in  supplemental  insurance  by  specializing  in  this 
increasingly  vital  field.  Our  solid  reputation  for  smart  business  and  reliable  service  has  led  over  80,000 
companiesin  the  U.S.  alone  to  include  AFLAC  in  their  employee  health  plans.  They  depend  upon  AFLAC 
for  a  lasting  and  beneficial  relationship. 

AFLAC's  selection  of  supplemental  products  is  among  the  broadest  in  the  business.  With  AFLAC, 
you  can  offer  your  employees  a  full  range  of  supplemental  policies  without  increasing  insurance  costs  to 
your  company  You  save  money  while  closing  insurance  gaps  and  providing  the  protection  your  employ- 
ees need— and  deserve. 


For  more  information  on  AFL\C  supplemental  insurance,  contact 
AFUC,  1932  Wynnton  Rd.,  Columbus,  GA  31999.  Or  call  1-800-99-AFLAC 
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Insuring  Over35MilUon 
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later  expanded  into  fasteners.  Devel- 
oped plastic  6-pack  carrier  1960s.  Led 
by  great-grandson  Harold  1964-82 
(d.  1990);  today  further  diversifica- 
tion: packaging  systems,  engineering 
components,  medical  and  computer 
supplies.  Sales  of  $2.6  billion  in  1991 . 
Family  is  still  active:  Edward  Byron 
Smith,  83,  is  on  the  board  of  direc- 
tors; Harold  Jr.,  58,  chairs  executive 
committee.  Smith  family's  18.5% 
stake  in  Northern  Trust,  29.1%  Illi- 
nois Tool  Work  recendy  worth  esti- 
mated $1.4  billion. 


Smith  (Charles  E.) 

Washington,  D.C.  Real  estate.  Rus- 
sian immigrant  Charles  E.  Smith,  now 
91,  began  building  in  Brooklyn,  lost 
bundle  in  Depression.  Moved  to 
Washington,  D.C.  Lost  shirt  again, 
considered  job  in  bar  &  grill;  wife 
talked  him  out  of  it.  Built  rental  apart- 
ments instead.  Son  Robert  joined  him 
1950.  The  pair  assembled  land,  in- 
cluding a  railroad  yard  in  Arlington 
1960s,  now  turned  into  vast  Crystal 
City  complex.  Family  holdings  in- 
clude 17  million  square  feet  offices, 
including  Skyline  City,  Va.  Charles 


Icahn's  crash 
landing 

Carl  Icahn  was 
so  elated  in  August 
1985  when  he 
pulled  off  a  hostile 
takeover  of 
Trans  World  Ai^ 
lines  for  some 
$400  million,  he 
pranced  around 
his  office  in  a  TWA 
pilot's  cap  and 
uniform  jacket.  But 
TWA  has  been 
nothing  but  trouble 
for  the  former 
billionaire.  It  filed 
Chapter  11  in 
January.  Recently 
Icahn  worked 
out  a  deal  with  the 
unions  to  take 
the  carrier  off  his 
hands,  but  he's 
still  waiting  to  hear 
from  the  pension 
board. 


retired,  very  charitable.  Forgave 
$120,000  mortgage  of  retired  Su- 
preme Court  Justice  William  Brennan 
Jr.  Company  run  by  formal,  reserved 
Robert,  64,  and  his  outgoing  broth- 
er-in-law, Robert  Kogod,  61.  Low- 
key  family  shares  fortune  estimated  at 
$600  million. 


Stfyker 

Kalamazoo,  Mich.  Medical  supplies. 
Grandfather  Homer  Stryker,  ortho- 
pedic surgeon,  invented  mobile  hos- 
pital bed.  Got  Army  World  War  II 
contract;  canceled  at  war's  end. 
Turned  to  professional  managers, 
sought  to  market  beds  to  civilians. 
Business  restored;  invented  new 
products:  e.g.,  cast  cutter  that  spares 
patient's  skin.  Company  next  run  by 
Homer's  son  Lee  (d.  1977).  John 
Brown,  the  company's  current  chair- 
man and  CEO,  took  over,  rebuilt  sales 
force,  cut  costs.  Went  public  1979. 
Now  products  include  orthopedic 
implants  and  equipment,  drills,  saws, 
hospital  stretchers  and  beds,  etc.  Rule 
for  division  executives:  grow  20%  per 
year.  "That's  the  law."  Three  siblings 
Ronda  (director),  Patricia,  Jon  con- 


trol trust  holding  11.43  million 
Stryker  shares  recendy  worth  some 
$445  million. 


Stuart 

LA;  Bellevue,  Idaho  et  al.  Grandfather 
Elbridge  Amos  Stuart  founded  Car- 
nation Co.  1899  in  Kent,  Wash.  Paid 
$25,000  for  German  evaporated  milk 
process;  supplied  prospectors  en 
route  to  Yukon.  Built  major  food 
company.  Much  later:  Coffeemate, 
Instant  Breakfast,  Friskies,  etc.  Sold 
to  Nesde  1985  for  $3  billion.  Grand- 
son Dwight,  68,  divorced  4  times;  5 
children.  Company  president  1973- 
83;  made  decision  to  sell  family's  one- 
third  share.  Brother  Elbridge,  75, 
married  to  noted  paleontologist  Mar- 
ion Butier  Stuart;  3  children.  Carna- 
tion vice  president  to  1961;  lives  on 
isolated  Idaho  ranch.  Two  female 
cousins  live  in  California  with  chil- 
dren. Family  worth  estimated  $800 
million. 


Sulzberger 

NYC.  Tennessee  newsman  Adolph 
Ochs  bought  ailing  paper  for  $75,000 
in  1 896;  built  New  York  Times  to  one 
of  world's  most  respected  newspa- 
pers. Daughter  Iphigene  married  Ar- 
thur Hayes  Sulzberger  in  1917. 
Adolph  died  in  1935;  Arthur  took 
over;  retired  in  1961.  Orvil  E.  Dry- 
foos,  Iphigene's  son-in-law,  assumed 
post  in  1961  (d.  1963).  Iphigene's 
son  Arthur  Ochs  ( Punch,  for  allegedly 
rambunctious  disposition)  Sulz- 
berger became  publisher  in  1963,  age 
37.  Restructured:  features  on  page 
one,  expanded  Metro  section,  added 
specialty  sections  including  Living 
and  Weekend.  Went  national.  Raised 
circulation,  now  1 .8  million  Sundays. 
Son  Arthur  Jr.  publisher,  taking  hold 
of  the  reins.  Iphigene  died  1990; 
Punch  presides  over  trust  with  Times 
shares  worth  $475  million.  Family 
also  still  hangs  on  to  original  Chatta- 
nooga Times. 


Swi0 

San  Francisco.  Real  estate.  Heirs  of 
Ben  Swig  (d.  1980),  who  worked 
Boston  while  partner  Jack  Weiler  han- 
dled NYC.  Ben  to  sv  1946.  Families 
built,  bought  commercial,  hotel,  resi- 
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Further 


With  every  forward  step 

into  tiie  world 

marketplace,  you  expect 

greater  success,  better 

solutions.  Not  a  different 

set  of  problems. 

So  you  look  for  a  global 

communications  partner 

who  has  been  there,  who 

has  managed  cultural, 

compliance,  currency,  and 

language  issues.  One 

company  who  makes  it 

all  happen,  while  you 

take  care  of  the 

business  at  hand. 

BT"  has  a  global 

presence  that  our 

competition  can't  match. 

The  TYMNET^  Global 

Network  (TGN),  with  the 

largest  market  share 

among  U.S.  value-added 

networks,  supports  Global 

Network  Services  (GNS^^ 

that  reach  90%  of  the 
world's  business  centers  in 
more  than  100  countries. 
Half  of  Europe's 
multinationals  use 
our  services. 
GNS  links  your 
international  divisions. 
Then  we  monitor  and 
support  those  links  world- 
wide, bill  in  one  currency, 
and  offer  a  portfolio  of 
applications — a  single- 
vendor  solution  that 
makes  your  life  easier 


Staying  1m  Closer 


When  BT  is  there  for 
your  global  communi- 
cations program,  you  have 
a  consulting  partner  wholl 
help  plan  your  network. . . 
customize  and  simplify. . . 
make  sure  everything 
plugs  in  where  it  should 
at  locations  worldwide. 
If  you  want,  we'll  manage 
it  end-to-end. 
But  we  know  that 
partnership  goes  beyond 
just  making  things  work. 
It  means  understanding 
your  business  strategies 
and  corporate  culture. . . 
tailoring  solutions  to  meet 
your  challenges,  matching 
our  global  technology  to 
your  local  needs.  Helping 
you  go  further  with  your 

business,  and  stay 

closer  to  your  customers. 

Before  you  take  the  next 

step,  call  1-80(^872-7654 

(US)  or  lWa^74-7654 

(Canada)  for  more 

information  and  our  Going 

Further  Staying  Closer 

brochure. 

Global  Network  Services 

E  tpressLANE" 

Frame  Relay 

Videoconferencing 

EDI*Net* 

BT  Messaging  Services 

Electronic  Transaction 

Services 
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THE  FORBES  FOUR  HONORED 


FAMUY  FORTUNES 


dential  properties.  Swig,  Weiler  & 
Arnow  now  over  5  million  sq.  ft., 
mostly  office  space,  NYC,  SF.  Swigs 
own  posh  SF  Fairmont  Hotel,  4  sister 
Fairmonts  nationwide;  bought  out 
"non-growth-oriented"  Weilers 

1982;  D.C.  Fairmont  in  works.  Ben's 
sons:  Richard,  67,  chairman;  Mel,  75, 
does  the  real  estate.  Their  brother-in- 
law  Richard  Dinner,  71,  retired. 
"We're  being  very  cautious  in  this 
market."  Active  Democrats;  extreme- 
ly philanthropic.  "There  are  no  pock- 
ets in  shrouds."  Estimated  worth 
$450  million. 


Taylor 

Publishing.  Boston  origin.  Descen- 
dants of  Charles  H.  Taylor,  who  start- 
ed as  reporter  for  New  York  Tribune; 
took  job  as  temporary  manager  of 
ailing  Boston  Globe  but  failed  finan- 
cially. With  funding  fi-om  Eben  Jor- 
dan (see  family) ,  cofounder  of  Jordan 
Marsh,  rescued  Globe;  aligned  with 
Democratic  Party,  expanded  reader- 
ship to  working  class.  Within  two 
years,  company's  first  profit.  Now 
largest  New  England  paper  managed 
by  3  Taylor  generations.  William  O. 
Taylor,  60,  chairman  Affiliated  Publi- 
cations; invested  in  McCaw  Cellular, 
spun  off"  to  shareholders  1989.  With 
13  million  shares  Affiliated,  also  large 
holding  McCaw  shares,  proceeds  of 
McCaw  selloffs,  etc.,  family  estimated 
some  $480  million. 


Temple 

DiboU,  Tex.  origin.  Descendants  of 
Thomas  Louis  Latane  Temple  Sr., 
who  founded  Southern  Pine  Lumber 
Co.  1893  on  7,000  east  Texas  tim- 
bered acres.  Son  Arthur  inherited 
1934:  200,000  acres,  $2  million  debt. 
Company  survived.  Grandson  Arthur 
Jr.  drove  company  to  half-million- 
acre  forest;  earning  $9.6  million  an- 
nually by  1973;  low  debt.  Developed 
selective  harvesting  methods.  Today 
Temple -Inland  seventh -largest  pri- 
vate timberland  owner:  1.8  million 
acres  mostly  east  Texas,  Louisiana, 
Georgia.  Merged  with  Time  1973; 
spun  off"  1984.  Arthur  Jr.,  now  72, 
Time  vice  chairman  1978-83.  Re- 
cendy  retired  as  chairman  from  Tem- 
ple-Inland. Opposed  Time  Inc.'s 
merger  with   Warner   Communica- 


tions. Family  fortune  estimated  some 
$860  million. 


Turner 

Grills,  sports  apparel,  Coca-Cola 
stock.  Columbus,  Ga.  W.C.  Bradley 
founded  company  of  same  name 
1885,  currendy  in  real  estate,  timber- 
land.  Sports  Fantasy  apparel  stores, 
manufacturing;  also  barbecue  grills. 
Now  controlled  by  grandchildren 
William  B.  Turner,  69;  Sarah  Turner 
Buder,  Elizabeth  Turner  Corn.  Next 
generation:  W.B.  Jr.,  40,  is  president; 
Stephen  Turner  Buder,  41 ,  chairman, 
CEO.  Also  family  investments:  9%  Syn- 
ovus  Financial,  etc.  Long-term  inves- 
tors: 1.2%  Coca-Cola  held  since  early 
in  century.  Bradley-Turner  Founda- 
tion supports  religious,  educational 
charities.  "Specializing  in  their  own 
backyard,"  explains  employee.  Net 
worth  of  family  estimated  around 
$800  million. 


Unanue 

Goya  Foods.  Secaucus,  N.J.;  Baya- 
mon,  Puerto  Rico.  Don  Prudencio 
Unanue  (d.  1976)  left  Spain  for  Puer- 
to Rico  1904,  eventually  nyc.  Spent 
$700  for  small  New  York  olive  oil, 
fish-packing  company  1936.  Named 
Goya  after  sardine  brand  he  imported. 
Opened  Puerto  Rico  cannery  1949 
for  NYC  immigrants  who  longed  for 
tastes  of  home:  rice  and  beans,  olive 
oil,  pasteles,  etc.  Sales  surged  with 
migration;  dominates  market.  Com- 
pany challenge:  crack  Anglo  market. 
Strife  among  4  sons.  Oldest,  Charlie, 
kept  from  running  company,  was 
bought  out  1974;  sued;  bitter  case 
pending.  Second  son  died  of  leukemia 
1976.  Joseph  A.,  67,  now  runs  U.S. 
operations;  Frank  J.,  61,  Puerto  Rico. 
Family  shares  company  estimated 
$400  million. 


Upjohn 

Kalamazoo,  Mich,  et  al.  Upjohn  Co. 
Descendants  of  William  Erastus  Up- 
john, who  invented  and  patented  first 
dissolvable  pill.  With  brothers,  found- 
ed Upjohn  Pill  &  Granule  Co.  1885. 
Incorporated  1909.  Bought  out 
brothers;  appointed  nephew  Law- 
rence president  1929;  stepson  Don- 
ald Gilmore  vp  1930.  Upjohn  first  to 


manufacture  mass  antibiotics  WWII. 
Discovered  treatment  for  baldness, 
Rogainc,  a.k.a.  minoxidil;  approved 
by  FDA.  Also  sells  Kaopectatc,  and  is 
developing  anti-AiDS  compounds, 
etc.  Upjohn  will  lose  patents  on  major 
drugs  by  1994;  research  driven;  work- 
ing on  new  products.  First  nonfamily 
chairman  1987.  Great-grandson  Wil- 
liam Parfet  now  president;  could  be 
next  chairman.  Family  stock  worth 
some  $960  million. 


Watson 

Southern  California  origin.  Descen- 
dants of  Juan  Jose  Domingucz,  a 
Spanish  foot  soldier  awarded  76,000- 
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Penthouse's  first 
coverboy,  George 
Foreman;  and 
Robert  Guccione, 
with  some  of  the 
magazine's  more 
standard  fare 
After  years  of 
outnuding  Play- 
boy, Guccione 
began  featuring 
men  on  Pent- 
house covers.  The 
rationale:  news- 
stands would  re- 
move wrappers 
and  give  it  better 
placement.  Re- 
sults: circulation 
down  slightly. 


acre  land  grant  by  King  Carlos  III  of 
Spain,  1 784,  for  service  in  Mexico  and 
area  known  today  as  Los  Angeles. 
Rancho  San  Pedro  passed  to  nephew 
Cristobal,  then  his  descendants: 
granddaughter  Dolores  married 
Scottish-born  gunslinger  James  Wat- 
son 1855.  "A  deadlier  shot  never 
fingered  a  revolver."  Great-grand- 
daughter Susana  married  William 
Huston,  present  chairman  Watson 
Land  Co.,  now  owned  by  some  90 
family  members.  Vast  real  estate  hold- 
ings, warehouses,  office  space,  busi- 
ness parks,  oil  interests  in  southern 
California  estimated  $450  million. 
Carson  family,  another  Dominguez 
family  branch,  has  real  estate  Califor- 
nia, Arizona,  Texas,  estimated  $230 
million. 


Watson  (Thomas) 

Armonk,  N.Y.  origin.  Heirs  of  Thom- 
as J.  Watson  (b.  1874),  son  of  lumber 
dealer.  Bookkeeper,  $6  week.  Ped- 
dled sewing  machines.  Joined  Na- 
tional Cash  Register,  coined  motto 
"THINK."  Took  motto  with  him; 
joined  Computer-Tabulating-Re- 
cording  Co.  1914  as  president. 
Bought  shares.  Renamed  1924: 
"Selling  genius";  IBM  created,  domi- 
nated punch-card  accounting  equip- 
ment market.  Died  1956.  Thomas  Jr. 
took  over  $734  million  (sales)  IBM, 
ushered  in  computer  age.  Stepped 
down  1971  after  heart  attack;  no  oth- 


er Watson  in  IBM.  At  78,  sails,  flies 
stunt  planes  at  Maine  estate.  Most 
family  IBM  stock  still  believed  held, 
much  in  trusts.  Including  heirs  of  a 
deceased  brother  and  2  deceased  sis- 
ters, family  estimated  $375  million. 


W^erhaeuser 

St.  Paul,  Tacoma  et  al.  Frederick 
Weyerhaeuser,  18 -year-old  German 
immigrant,  worked  in  Illinois  saw- 
mill; bought  it  out  of  bankruptcy 
1857  with  brother-in-law.  Chopped 
timber  in  swath  from  north  central 
states  to  Pacific.  Bought  900,000 
acres  at  $6  per  acre  from  railroad 
pioneer  James  Hill  1900.  Merged 
several  companies  to  form  Weyer- 
haeuser Co.  (Potiatch  was  largest), 
with  interlocking  directorates  elimi- 
nated by  grandson  John  Philip  1947. 
Great-grandson  George,  66,  retired 
as  CEO  1991;  company  now  headed 
by  first  nonfamily  ceo  in  92 -year  his- 
tory. Company  pioneered  tree  farm- 
ing 1940s;  even  praised  by  environ- 
mentalists. Some  250  descendants 
share  family  fortune  estimated  over 
$980  million. 


Whittiet* 

Southern  California.  Descendants  of 
Mericos  H.  (Max)  Whittier,  co- 
founder  Belridge  Oil  1911  with  4 
partners;  bought  option  on  property 
m  Bakersfield  when  he  found  oil  seep- 
ing from  ground;  president  until 
death  1925.  Son  Leland  president 
1965-79.  Two  families  sold  out  to 
Texaco,  Mobil  1930s;  Whittier, 
Buck,  Green  families  sold  to  Shell  for 
$3.6  billion  1979;  at  time,  biggest 
takeover  ever,  for  375  million  bbl. 
proven  oil  reserves,  plus  gas,  Kern 
County,  Calif.  Max's  4  children  got 
$475  million  after  taxes.  Family  still 
owns  small  oil  company:  M.H.  Whit- 
tier; production  about  5,000 
bbl. /day.  Charitable.  Proceeds  from 
Belridge  sale,  other  assets  estimated 
$700  million. 


Wirtz 

Chicago.  Heirs  of  Arthur  Wirtz,  son 
of  Chicago  policeman,  who  built  Chi- 
'^ago  real  estate  fortune  beginning 
1922;  by  1927  owned  or  managed  80 
lakefront  buildings.  With  grain  specu- 


lator James  Norris  bought  more  in 
Depression.  Brought  skater  Sonja 
Henie  to  U.S.  1936,  acted  as  financial 
adviser,  producer.  Acquired  sports 
arenas,  including  Madison  Square 
Garden;  split  up  by  antitrust  suit 
1957.  Died  1983.  Eldest  son  William, 
63,  manages  family  liquor  distribu- 
torship (among  largest  Illinois,  Min- 
nesota), real  estate,  banking,  hotel 
interests.  Also  Chicago  (hockey) 
Blackhawks  and  Chicago  Stadium, 
where  they  play;  wants  to  build  new 
arena  across  street.  Family  estimated 
$550  million. 


Wolfe 

Columbus,  Ohio  et  al.  Descendants 
of  brothers  Robert  and  Harry,  who 
amassed  19th-century  fortune  from 
Wear-U-Well  shoes.  Family  entered 
media:  bought  Columbus  Dispatch 
1905;  much  later  2  TV  stations,  2 
radio,  Ohio  magazine.  Also  banking, 
real  estate.  Grandson  Edgar  Jr.  died  in 
plane  crash  1975.  Edgar  III  died  of 
AIDS  1985;  family  feud  over  estate. 
Politically  powerful  Republicans. 
Avoid  public  eye.  "The  unwritten 
family  policy  has  been  not  to  get  too 
far  out  front  on  things."  Grandson 
John  W.,  64,  his  cousin  John  F.  (pub- 
lisher, CEO  of  Dispatch)  direct  14- 
member  family's  affairs.  Dispatch, 
broadcast  outfits,  stock  make  up  for- 
tune estimated  $410  million. 


Tates 

Artesia,  N.M.  First  commercial  wells 
on  New  Mexico  side  of  Permian  Basin 
drilled  by  oilman  Martin  Yates  Jr. 
1921.  Family  legend:  dry  well  afi:er 
dry  well  until  wife  picked  site;  then  hit 
gusher.  Built  rapidly  1920s:  con- 
structed pipeline,  refinery.  Sold  refin- 
ery during  Depression.  Martin's 
sons — Harvey,  S.P.,  Martin  III  and 
John — joined  business,  fiirther  built 
up  Yates  Petroleum.  Harvey  lefi:  1963 
aft:er  disastrous  foray  into  mining 
forced  sellout  to  his  brothers; 
bounced  back,  rebuilt  oil  fortune  as 
Harvey  Yates  Co.  (Heyco).  Third 
generation  following  second,  in  fam- 
ily business  or  on  own  (Harvey  Jr. 
runs  Cibola  Energy  Co.).  Recent 
strikes;  more  production  boosts  fam- 
ily estimate  over  $600  million. 
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NEW 


APPROACHES 


TO  REDUCING 


WORKERS' 


COMPENSATION 


COSTS 


by  Dennis  Pillsbury 


\ 


t'^Hj  ompanies  across  America  are 
^^  looking  for  new  ways  to  make 
the  workplace  safer  Motivatec 
by  a  desire  to  lower  accident 
A  rates,  and  faced  with  escalatir 
^f  workers'  compensation  costs, 
companies  are  developing  ne 
worker  safety  programs.  Wher 
safety  procedures  designed  to  prevent  or  elimi- 
nate traumatic  injuries  have  been  implemented 
they  have  been  very  successful.  But  successful 
implementation  requires  a  commitment  from  tc 
management. 

"Safety  is  the  one  area  over  which  the  man 
agement  of  a  corporation  has  real  control,"  poir 
out  Gary  Countryman,  chairman  and  chief  exec 
five  officer  of  LilDerty  Mutual  Insurance  Group,  tl 
country's  leading  writer  of  workers'  compensa- 
tion insurance.  "Reduction  and  elimination  of 
preventable  accidents  can  significantly  reduce 
workers'  compensation  costs.  Safety  can  provid 
corporate  management  with  real  leverage  over 
those  costs. 

"What  is  needed  is  a  concerted  effort  by 
American  businesses  to  make  workplace  safety 
top  priority  If  corporate  management  places  thi 
emphasis  on  workplace  safety  the  number  of 
lives  saved  and  injuries  prevented  would  be  enc 
mous,  to  say  nothing  of  the  billions  of  dollars  in 
workers'  compensation  costs  that  would  be  sav< 
by  American  industry." 

Interestingly  one  of  the  key  components  ir 
achieving  improvements  in  worker  safety  is  mo( 
em  management  that  allows  for  employee 
involvement  and  participation. 

Joseph  T.  Mullahey  senior  vice  president 
and  national  manager  for  casualty  loss  control  ^ 
the  major  insurance  broker  Johnson  &  Higgins, 
says  it  is  "very  much  a  matter  of  getting  worker 
safety  into  the  business  plan.  The  plan  should 
include  monitoring,  goal  setting,  active  involve 
ment  by  management,  strategic  planning  and 
bonuses  tied  to  safety  performance." 

Johnson  &  Higgins  helped  one  of  its  client] 
—  a  major  book  publishing  and  printing  firm  -, 
set  up  a  worker  safety  program.  That  firm  had 
seen  its  workers'  compensation  claims  rise  fron 
68  claims  for  $230,000  in  1987  to  230  claims  for 
$390,000  in  1990  -  a  dollar  increase  of  41%. 
"We  got  involved,"  Mullahey  notes,  "and  looker 
their  program.  We  convinced  them  that  a  pro- 
gram would  need  management  leadership  and 
support.  The  program  that  was  put  into  place 
established  corporate  goals  of  a  50%  reduction 
workplace  accidents  in  the  first  year  and  30%  ii 
the  second  year  Senior  management  put  workf 
safety  on  its  planning  agenda,  and  safety  was  a' 
part  of  all  staff  meetings.  Worker  safety  was 


Liberty  Mutual  Presents: 
Great  Assumptions  In  History. 

"Look!  They've  surrendered/' 


Making  the  wrong  assumption  could  cost  you 
the  battle.  For  instance,  most  buyers  assume 
there's  nothing  anyone  can  do  to  battle  rising 
workers  compensation  costs.  Liberty  Mutual  cus- 
tomers know  that's  not  the  truth. 

Liberty's  answer  to  controlling  workers  com- 
pensation costs  is  a  unique  six-step  program  we 
call  the  Continuum  of  Care.  An  approach  that  bet- 
ter manages  your  claim  costs.  From  pre-accident 
consulting  to  disability  management,  it  uses 
proven  methods  to  reduce  or  even  eliminate  costs. 

How? 

Liberty  has  over  80  years  of  experience 
gathered  into  one  of  the  industry's  most  compre- 


hensive databases.  A  powerful  tool  +hat  has 
allowed  Liberty  to  pioneer  new  loss  prevention 
techniques  and  develop  cost-effective  treatment 
protocols  for  workplace  injuries.  With  it,  we're 
better  able  to  identify  what's  a  legitimate  claim 
and  what  isn't. 

The  Continuum  of  Care  will  work  for  you 
regardless  of  the  way  you  pay  for  your  workers 
compensation  costs.  So  there's  no  reason  to  sur- 
render to  the  high  cost  of 
workers  compensation.  Call 
your  Liberty  Mutual  office 
today.  And  find  out  more  LIBERTY 
about  Continuum  of  Care.        MUTUAL 


FACING  THE  ISSUES  THAT  FACE  OUR  CUSTOMERS 
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stressed  at  meetings  with  all  employees,  and  a  sys- 
tem of  accountability  for  safety  was  establisfied, 
wfiicfi  included  clearly  defined  job  safety  respon- 
sibilities. Supervisors  and  employees  were  trained 
and  educated  concerning  safety  procedures,  and 
the  workers'  compensation  system  was  explained 
to  all  employees." 

The  result  of  this  effort  was  a  35%  reduction 
in  claims  and  a  63%  reduction  in  dollar  losses  in 
the  first  year  and  a  31%  reduction  in  claim  num- 
bers and  a  53%  reduction  in  dollar  losses  in  the 
second  year. 


E 


Ijffective  loss  prevention 
results  from  the  solid  partnership  between  a  busi- 
ness and  its  insurer.  Costs  can  be  controlled  by 
working  together  to  prevent  accidents  before 
they  happen  and  by  developing  procedures  for 
responding  to  those  that  do  occur,"  says  Kennith 
D.  Brock,  senior  vice  president  and  manager  of 
loss  prevention  at  Liberty  Mutual. 

Brock  adds,  "An  effective  .loss  prevention 
strategy  must  have  pre-operational  safety  plan- 
ning, delegation  and  coordination  of  manage 
ment's  safety  responsibilities,  a  strong  emphasis 
on  both  physical  control  of  accidents  and  on 
administrative  and  program  elements,  and 
employee  involvement  in  identifying  and  imple- 
menting effective  solutions." 

Some  companies  work  hand-in-hand  with 
government  and  the  insurance  industry  to 
develop  worker  safety  initiatives.  Georgia-Pacific 
Corp.,  a  major  forest-products  company  serves  as 
a  leader  for  Project  Safe  Georgia,  a  coalition  of 
business,  government  and  the  insurance  industry 
that  is  promoting  workplace  safety  Georgia-Pacific 
President  and  Chief  Operating  Officer  A.  D.  (Pete) 
Correll  points  out  that  "simple  increased  aware- 
ness of  safety  and  a  commitment  by  management 
and  employees  can  produce  phenomenal  results." 

"Company  wide,"  Correll  notes,  "Georgia- 
Pacific  reduced  its  number  of  OSHA-reportable 
incidents  by  31%  over  a  recent  15-month  period. 


The  company's  sawmills  —  an  industry  targeted 
by  Project  Safe  Georgia  —  experience  only  one 
half  of  the  industry's  average  number  of  incidents, 
and  one  of  our  Georgia  sawmills  reports  only  one 
third  the  industry  average." 

The  renewed  focus  on  worker  safety  should 
hardly  come  as  a  surprise.  Woricers'  compensa- 
tion costs  have  risen  dramatically  with  businesses 
expected  to  spend  nearly  $70  billion  on  workers' 
compensation  insurance.  But  these  premiums 
have  not  kept  pace  with  the  inflation  in  indemnity 
payments  and  health  care  costs.  In  1991,  the 
insurance  industry  reported  one  of  its  worst  years 
ever  in  workers'  compensation,  with  a  combined 
ratio  of  nearly  123%.  (Essentially  that  means  the 
industry  paid  out  $1.23  in  claims  and  expenses 
for  every  dollar  in  premiums  it  collected.  Even 
investment  income  cannot  make  up  for  a  ratio  that 
high.)  This  follows  seven  consecutive  years  in 
which  the  insurance  industry  has  reported  operat- 
ing losses  in  workers'  compensation. 

At  the  same  time,  workers'  compensation 
costs  have  risen  to  become  a  significant  expense 
for  many  businesses.  Data  compiled  by  Insurance 
Market  Research  Corp.  (IMR)  of  Morristown,  N.J., 
shows  that  for  some  industries,  workers'  compen- 
sation costs  equal  a  significant  percentage  of 
sales.  Local  passenger  transportation  firms,  for 
example,  have  workers'  compensation  costs 
equal  to  7.5%  of  sales,  according  to  IMR  data. 
Other  hard-hit  industries  include  water  transpor- 
tation, with  workers'  compensation  costs  equal  to 
5.6%  of  sales;  local  bus  charter  (5.1%),  non-sched- 
uled air  transportation  (4.9%)  and  poultry 
hatcheries  (4%). 


Or 


A.D.  (Pete)  Correll 
Presider)t  ar)d  Chief  Operating 
Officer,  Georgia-Pacific  Corp. 


Project  Safe  Georgia's  Success  Spreads  to  Illinois 

Project  Safe  Georgia  Is  a  pilot  project  founded  in  late  1990  that 
brought  businesses,  insurers  and  the  Occupational  Safety  and  Health 
Administration  (OSHA)  together  to  help  smaller  employers  identify  and 
implement  effective  and  affordable  safety  strategies.  The  success  of  the 
project  has  been  significant,  resulting  In  a  recent  announcement  that  a 
coalition  In  Illinois  will  be  Implementing  a  similar  project. 
"Small  business  employs  the  majority  of  Americans,  but  often  is  less  aware  of  workplace  safety  Issues," 
says  A.  D.  (Pete)  Correll,  chairman  of  the  project.  "Project  Safe  Georgia  Is  providing  resource  materials  and 
counseling  to  small  businesses  In  the  printing,  restaurant,  home  building,  solid  waste  collection,  automobile 
collision  repair  and  sawmill  Industries. 

"The  lessons  of  the  Project  Safe  Georgia  pilot  program  could  provide  the  Impetus  for  increased  small- 
employer  Involvement  In  health  and  safety  Issues,"  Correll  says. 


ne  of  the  problems  in  get- 
ting a  handle  on  the  situation  appears  to  be  the 
focus  of  the  safety  effort  in  America.  The  govern- 
ment's principal  workplace  safety  regulatory  body 
—  OSHA  —  typifies  the  general  approach.  OSHA 
principally  uses  a  "hazard-oriented"  method  for  - 
preventing  accidents.  This  involves  an  engineer- 
ing, "find  it  and  fix  it"  empha- 
sis. However,  there  is  growing 
evidence  that  this  approach 
may  not  go  far  enough. 

Japan's  peopleoriented 
approach,  known  as  Total 
Quality  Management  (TQM), 
appears  to  be  more  effective. 
Japan  has  shown  a  steady 
decline  in  injuries  since  1952. 
Japan's  injury  rate  fell  below 
that  of  the  U.S.  in  the  mid- 
1970s,  and  the  gap  has  been 
widening. 


A^^^msAu, 

WE  EXAMINE  THE  MEDICAL  BILLS 
JUST  AS  CLOSELY. 


Today,  workers 
in  America 
and  their 

r       .1  •  Wausau's  medical 

lainilies  can  ^^^t  management 

programs  result 
,  from  years  of 

receive  the  experience  with 

both  workers 
compensation  and 

world  S  finest        group  health. 

medical  care  —  for  injuries 
suffered  on  or  off  the  job.  But 
it  comes  with  a  high  price. 

Wausau  Insurance  is  work- 
ing with  its  customers,  and 
their  employees  and  families, 
to  help  keep  health  care  costs 
manageable. 

We  have  pioneered  develop- 
ment of  a  computer-assisted 
program  for  auditing  workers 
compensation  medical  bills. 


'  Early  applications  from  our  medical  claim  review  staff  were  able  to  reduce  medical  charges  by  20%. 

Wausau's  also  working  in  partnership  with  customers  and  their  injured  employees  to  use  our  expanding  network 
of  Preferred  Provider  Organizations  (PPOs)  to  help  manage  medical  costs  without  sacrificing  the  quality  of  medical 
care  for  both  group  health  and  workers  compensation.  In  these  cases,  Wausau's  PPOs  have  reduced  provider  medical 
charges  for  workers  compensation  by  24%.  Wausau  cost  management  programs  —  including  loss  control  and  wellness 
programs,  rehabilitation,  hospital  precertification  and  others  —  have  helped  save  our  customers  millions  of  dollars. 

If  managing  health  care  costs  is  important  to  your  company,  it's  important 
for  your  company  to  be  with  Wausau. 


A+  (Superior)  A.M.  Best  Rating 
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Today  some  industry  leaders  believe  efforts 
to  improve  safety  must  go  beyond  the  traditional 
hazard  approach  and  emphasize  the  human 
element  by  adopting  progressive  management 
methods.  David  D.  Weber  of  Wausau  Insurance 
Companies  points  to  a  recent  research  study  that 
involved  one  of  his  company's  clients.  That  client 
had  a  number  of  facilities  in  various  locations. 
Each  facility  had  similar  products,  about  the  same 
number  of  employees  and  comparable  types  of 
jobs.  There  v/as  one  significant  difference:  the 
type  of  management.  Wausau  found  that  the  facil- 
ities with  the  lowest  accident  rates  employed  a 
progressive,  people-oriented  style  of  manage- 
ment. The  top  performers  had  several  fac- 
tors in  common,  including  empowered 
employees  with  control  over  how  they 
worked,  good  management/labor  relations, 
continuous  job  training,  praise  for  employ- 
ees found  operating  safely  and  a  cheerful 
workplace. 

In  short,  Weber  says,  "management 
style  appears  to  have  a  lot  to  do  with  work- 
ers' compensation  losses."  He  adds  that  Wausau  is 
continuing  to  investigate  this  relationship,  and  has 
already  held  three-day  "Empowering  Your 
Organization  to  Safety  Excellence"  seminars  on 
the  subject. 

Weber  goes  on  to  postulate  that  there  are 
three  key  reasons  why  management  style  has  such 
an  impact: 

1)  "Today's  work  force  has  different   ' 
needs  than  yesterday's.  It  responds  to  what 
psychologists  call  'higher  order'  needs. 
These  people  want  praise  and  encourage- 
ment, and  wish  to  be  involved  in  the  deci- 
sions that  affect  them.  They  are  not  satisfied 
with  being  just  another  pair  of  hired  hands. 
Through  teamwork  and  empowerment,  man- 
agement can  motivate  modern  workers  to 
work  better  and  more  safely" 

2)  "The  workers'  compensation  system 
itself  contributes  to  the  difference  in  that  it 
has  become  more  liberal  and  litigious.  Hence, 
better  labor  relations  become  a  critical  fac- 
tor Happier  workers  are  likely  to  be  more 
cooperative  when  dealing  with  their  employ- 
ers in  a  claim  situation.  Or,  as  one  lawyer 
puts  it:  'People  don't  sue  peoplethey  like.'" 

3)  "The  modern  management  style 
unleashes  an  untapped  safety  resource  — 
the  employees  themselves."  Weber  points  out 
that  employees  frequently  invent  "makeshift 
changes  to  make  their  own  jobs  more  com- 
fortable and  safer." 


"This  demonstrates  that  employees  can  be 
very  helpful  in  detecting  workplace  hazards  and 
identifying  corrective  measures  to  make  the  work- 
place safer  But  they  will  do  so  only  if  they  know 
management  cares  and  will  do  something  about  it." 

The  effort  to  control  workers'  compensation 
costs  appears  to  have  started  a  new  focus  on 
management  style  that  could  result  in  a  more 
competitive  America— one  in  which  employees 
are  happier  with  their  jobs,  in  short,  the  current 
workers'  compensation  crisis,  once  solved,  could 
be  a  catalyst  for  change  that  is  much  more  posi- 
tive than  anyone  anticipated.  ■ 


Rodger  S.  Lawson 

President 

Alliar)ce  ofAmericar)  lr\surer$ 

Partnership  Vital 
ingredient  for 
Worlcpiace  Healtii 
and  Safety 

At  the  Alliance  of  American  Insurers,  we  view 
workplace  safety  and  health  as  an  issue  of  vital  con- 
cern. At  stake  is  the  well-being  of  our  nation's  work 
force,  the  productivity  and  profitability  of  our  busi- 
nesses and  our  industry's  strenuous  efforts  to  control 
the  ever-increasing  costs  of  workers'  compensation 
insurance. 

Since  the  earliest  workers'  compensation  insur- 
ance policy,  insurers  have  been  helping  policyholders 
establish  safe  and  healthful  work  environments. 
Business,  organized  labor  and  safety  and  health  pro- 
fessionals also  make  significant  contributions  to  our 
shared  objective  of  advancing  occupational  safety 
and  health.  In  many  cases,  their  efforts  have  led  to 
the  creation  of  government  regulation  and  safety 
programs  designed  to  promote  safer  working 
conditions. 

All  of  the  participants  supporting  improved 
workplace  safety  and  health  bring  unique  con- 
tributions to  our  shared  goal,  but  each  has  limited 
resources.  It  was  from  this  perspective  that  the 
Alliance  was  pleased  to  play  a  role  in  forming  a 
workplace  safety  and  health  coalition  in  Georgia 
that  brought  together  insurers,  business  owners  and  . 
government  representatives. 

Combining  our  resources  not  only  made  us  more 
effective  and  efficient,  it  also  enabled  us  to  have  a 
more  complete  perspective.  This  partnership 
approach  does  not  replace  our  individual  efforts,  but 
instead  augments  and  strengthens  what  we  do  sepa- 
rately. The  Alliance  is  again  taking  a  leadership  posi- 
tion in  an  occupational  safety  and  health 
coalition— Project  Safe  Illinois,  which  is  based  upon 
what  we  have  learned  in  Project  Safe  Georgia.  If  it  is 
as  successful  as  its  southern  cousin,  the  coalition  will 
spread  to  other  states  as  well. 


Well-known  insurance  journalist  Dennis  Pillsbury's  work  has  been  published  in  Forbes.  Venture,  [tk  ,  Business  Week. 
the  Journal  of  Commerce  and  major  industry  publications.  He  is  based  in  Denville,  N.J. 


Zaino  Design,  N.Y.C. 


"Looking  to  manage  medical 
benefit  costs  is  looking  at 
only  half  the  picture." 


Peter  Hughes,  Principal  at  Foster  Higgins,  the 
Johnson  &  Higgins  benefit  consulting 
subsidiary,  on  workers  comp  medical  costs: 

More  than  50  percent  of  your  benefit  plan 
cost  is  for  health  care. 

Like  many  companies  you  probably  are 
exploring  ways  to  control  your  expenses 
through  managed  care  arrangements. 

But  if  you're  looking  only  at  non- 
occupational health  care  costs,  you're  only 
looking  at  half  the  picture. 

Health  care  costs  related  to  occupational 
illness  and  injury  are  becoming  a  staggering 
problem.  In  the  last  ten  years,  workers 
compensation  medical  costs  have  risen  at 


nearly  twice  the  rate  of  health  care  costs 
nationally 

Are  there  ways  to  control  these  costs,  too? 
We  think  so. 

That's  why  we've  created  a  s':)ecial  team  of 
Foster  Higgins  managed  care  professionals  and 
Johnson  &  Higgins  workers  comp  specialists  to 
make  the  principles  of  managed  care  work  for 
all  your  medical  expenditures. 

Foster  Higgins  and  J&H.  We'll  help  your 
company  manage  the  whole  problem. 

JOHNSON 
uSlTJIGGINS 

Innovation  Driven  by  Experience. 


RISK  AND  INSURANCE  MANAGEMENTSERVICES;  EMPLOYEE  BENEFIT  CONSULTING  WORLDWIDE 
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Being  on  The  Forbes  Four  Hundred  is  no  guarantee  of  staying  on 
The  Forbes  Four  Hundred.  This  year  43  individuals  didn't.  Seven  died. 
Four  fortunes  were  realigned  into  family  groups;  4  were  removed. 
And  28  found  the  economy  too  treacherous  to  handle  this  year. 

Gone,  but  not  forgotten 


Died 

Ludwig,  Daniel  Keith. 
NYC.  95.  Shipping,  real  estate.  In  bad 
health  for  some  time.  Wife,  2  stepchil- 
dren, daughter  by  early  marriage,  pos- 
sible heirs.  Even  with  reverses,  for- 
tune believed  over  $1  billion. 


Meyer,  August  Christopher  Sr, 
Champaign,  111.  Heart 
attack,  91.  Created 
Midwest  Television 
1952.  Son  August  Jr. 
to  inherit.  Estimated 
last  year  $300  million, 
before  inheritance  tax. 


Collector  of  Old  Master  paintings. 
Estimated  $275  million  fortune  ap- 
parendy  divided  among  several  family 
members. 

Stephens,  Wilton  Robert. 
84.  Litde  Rock,  Ark.  Financier  and 
southern  Democratic  political  king- 
pin. Helped  build  third-largest  invest- 
ment house  off  Wall  Street.  His  $450 
million  estate  divided  among  his  wife. 


Rollins,  Orville  Wayne. 
Adanta,  Ga.  79. 
Founder,  major  share- 
holder in  Rollins,  Inc., 
RPC  Energy  Services. 
Much  of  $900  million 
fortune  to  charity,  but 
widow  will  live  off  in- 
terest. Sons,  brother 
remain  as  a  family  entry 
(which  see). 

Rosenberg, 
Ruth  Blaustein. 

92.  Baltimore.  Daughter  of  Lithua- 
nian immigrant  Louis  Blaustein 
(1869-1937),  inventor  of  predeces- 
sor of  modern  railroad  tank  car;  her 
brother  Jacob  (d.  1970)  pioneered 
metered  gas  pump.  Ruth  prominent 
arts  patron.  Est.  $300  million  fortune 
likely  passed  to  her  3  children. 

Sharp,  Peter  Jay. 

NYC;  Edgartown,  Mass.  61.  Real  es- 
tate developer,  hotelier;  large  inter- 
ests  in   Chicago   Milwaukee   Corp. 


Orange  County  real  estate  holdings 
bring  estimated  net  worth  under  this 
year's  $265  million  minimum. 

Bluhm,  Neil  Gary 

Malkin,  Judd  David 

Partners.  Wmnetka,  111.;  Chicago.  Both 

54.  JMB,  their  massive  privately  held  real 

estate  firm,  remains  saddled  by  more 

than  $4  billion  in  debt,  while  values  for 

its  properties  have  slid  20%  and  more  in 

Chicago,  Los  Angeles, 

Houston  etc. 


3  daughters  and  a  son. 

Walton,  Samuel  Moore. 
Bentonville,  Ark.  74.  Founder  ofWal- 
Mart  Stores,  nation's  largest  retailer. 
Survived  by  wife  Helen  and  their  4 
children,  who  share  $25.5  billion  in 
Wal-Mart  stock. 

Declined 

Argyros,  George  Leon. 

Newport  Beach,  Calif  55.  Slumping 


Chase,  David  Theodore. 

W.  Hartford,  Conn. 
63.  All  his  media  prop- 
erties and  real  estate  up 
for  sale.  Stated  reason 
is  Chase's  desire  to  in- 
vest in  his  native  Po- 
land; highly  leveraged 
Chase  is  also  known  to 
be  facing  a  liquidity 
squeeze. 

DeBartolo,  Edward  John. 
Boardman,  Ohio.  83. 
Still  King  of  the  Malls, 
with  72  million  sq.  ft., 
but    plummeting    real 
estate  market  and  $4 
billion  debt  puts  him  in 
bind.  Selling  assets;  technically  insol- 
vent. But  banks  staying  with  him, 
properties  top-notch.  Stay  tuned. 

Durst,  David  M. 
Durst,  Royal  H. 
Durst,  Seymour  B. 

Martha's  Vineyard,  Scarsdale,  NYC. 
David,  67.  Royal,  75.  Seymour,  79. 
Brothers'  real  estate  worth  less  this 
year  owing  to  depressed  nyc  market 
and  new  info  on  debt  load.  Still,  as 
family,  estimated  $600  million. 
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Fisher,  John  J. 
Fisher,  Robert  J. 
Fisher,  William  F. 

San  Francisco.  John,  31.  Robert,  37. 
William,  35.  Sons  of  Donald  George 
Fisher  and  wife  Doris  F.  Fisher  (which 
see),  founders  of  the  Gap.  Robert 
executive  vice  president.  All  Stanford 
M.B.A.S.  Each  son's  Gap  stock  less 
than  $265  million  this  year. 

Goldman,  Lillian. 

Mill  Neck,  N.Y.  70.  Her  33%  share  of 
NYC  real  estate  empire  built  by  late 
husband,  Sol  Goldman,  feels  general 
slump.  But  combined  with  estranged 
children's  67%  makes  an  unhappy 
family  estimated  at  $600  million. 

Hardy,  Joseph  Alexander  III  and  family. 
Farmington,  Pa.  69.  Falling  sales  and 
shrinking  profit  margins  hit  family- 
owned  84  Lumber  Co.  with  a  two-by- 
four  last  year.  Joe's  big-spending  ways 
(bought  himself  a  British  tide  in 
1990,  e.g.)  didn't  help. 

Jobs,  Steven  Paul. 

Palo  Alto,  Calif.  37.  Revenues  at  Next 
Computer,  Inc.,  his  startup  worksta- 
tion firm,  languished  at  $127  miUion 
in  fiscal  1991.  Jobs  is  threatening  to 
take  Next  public  in  1993,  but  firm  has 
yet  to  fulfill  analysts'  expectations. 

Landegger,  George  Francis 
Landegger,  Carl  Clement 
NYC;  Rye,  N.Y.  George,  56.  Carl,  62. 
Paper  mills,  machinery.  Sales  flat  in 
cyclical  market;  George  acquiring  pa- 
per mills,  taking  on  more  debt.  For 
this  year,  combined  as  a  family  esti- 
mated at  least  $500  million. 

Lyon,  William. 

Coto  de  Caza,  Calif.  70.  California 
real  estate  values  have  plummeted 
30%  in  last  ,2  years;  highly  leveraged 
Lyon  has  ^een  his  equity  squeezed. 
He  has  begun  missing  loan  payments. 

McCulloch,A.DonaldJr. 
Bryn  Mawr,  Pa.  45.  Nutri/System 
hurt  by  repercussions  from  lawsuits 
alleging  gall  bladder  damage.  Com- 
bine with  recession  and  roughly  fold 
in  smaller  diet  center  market.  Good 
recipe  for  a  dropout. 

Morris,  William  Shivers  III. 

Augusta,  Ga.  58.  Morris  made  2  mis- 


takes in  the  1980s:  He  overpaid  for  his 
highly  leveraged  Jacksonville,  Fla.  pa- 
pers (1982)  and  then  gambled  on 
large  billboard  firm,  Naegele  (1985). 
Both  caught  up  with  him  last  year;  the 
media  slump  continued  and  the  bill- 
board company  went  up  for  sale 
piecemeal  at  huge  losses. 

Price,  Sol. 

La  JoUa,  Calif.  76.  Wholesale  clubs. 
Founded  Price  Co.  Stock  has  nose- 
dived, taking  his  net  worth  with  it. 
Recendy  est.  about  $200  million. 

Rangos,  John  G.  Sr. 

Pittsburgh.  63.  Wall  Street  punished 
Rangos  for  aggressive  accounting  at 
his  landfill  development  firm.  Cham- 
bers Development.  Stock  at  near  peak 
(36%)  dropped  to  a  low  of  6%. 

Resnick,  Burton  Paul. 

NYC,  Rye,  N.Y.  55.  Plummeting  nyc 
real  estate  values  hit  Resnick  hard  this 
past  year.  Citicorp  took  back  40  Wall 
Street  when  he  was  unable  to  contin- 
ue paying  $80  million  mortgage. 

Rhoads,  D.  Dean. 

N.  Palm  Beach,  Fla.  65.  Creditors 
have  assumed  de  facto  control  of  most 
companies  in  Rhoads'  Worldmark 
Group.  Built  100%  leverage  in  many 
deals  through  complex  maze  of  over- 
lapping ownership;  house  of  cards 
finally  crashed. 

Rudin,  Jack 

Rudin,  Lewis 

NYC.  Jack,  68.  Lewis,  65.  Brothers 

pounded  by  dropping  values  for  space 

in  NYC  office  buildings;  debt  higher 

than  previously  thought.  Combined, 

estimated  at  $500  million. 

Smart,  Richard  Palmer  Kaleioku. 
Honolulu  and  Waimea,  Hawaii.  79. 
The  Parker  Ranch  has  been  hit  by 
slumping  values  in  Hawaii  real  estate, 
stagnant  cattie  business.  But,  with  no 
debt,  still  close  to  making  this  list. 

Strawbridge,  George  Jr. 
Colket,  Tristram  C. 

Campbell  Soup.  Two  of  9  grandchil- 
dren of  John  T.  Dorrance  Sr.,  chemist 
who  turned  America  on  to  soup  in 
cans  (see  Dorrance  et  al.).  George: 
— hester  County,  Pa.  55.  Campbell 
stock  down,  with  other  assets  estimat- 


ed worth  $260  million.  Tristram:  Pa- 
oli,  Pa.  54.  His  shares  recently  worth 
$260  million. 

Realigned 

Clapp,  Norton. 

Seattle.  86.  Principal  heir  Weyer- 
haeuser fortune,  much  in  family 
trusts.  Many  descendants,  Norton" 
giving  up  over  years  control  of  assets 
worth  some  $650  million.  Now  fam- 
ily entry. 

Houghton,  Amory  Jr. 
Corning,  N.Y.  66.  Heir  to  Corning 
Glass  Works  fortune;  noted  congress- 
man (R-N.Y.).  Corning  shares  in 
family  trust,  Amory  major  trustee,  but 
helping  run  a  family  fortune. 

Slavik,  James  Donald. 
Irvine,  Calif.  40.  Slavik  insists  that 
shares  nebulously  attributed  on  the 
W.W.  Grainger  proxy  to  "certain 
family-owned  corporations"  are  not 
solely  his.  So  be  it. 

Thalheimer,  Louis. 

48.  Baltimore.  CEO  of  Blaustein  fam- 
ily company,  Atapco.  New  informa- 
tion on  family's  inheritance  pattern 
puts  him  with  rest  of  Blaustein  family, 
estimated  at  $1.5  billion. 

Removed 

Cox,  John  Lee. 

Midland,  Tex.  67.  Erroneous  oil  pro- 
duction assumptions  produced  inflat- 
ed figure  last  year.  Real  net  worth 
beheved  closer  to  $240  million. 

Dabah,  Morris  and  family. 
NYC.  Manufacturing.  Revising  previ- 
ous double-counting  of  shares  of  Gi- 
tano  stock  owned,  falling  price,  leaves 
Dabah 's  stock  worth  $110  million. 

Smith,  Delford  Michael. 
McMinnville ,  Ore .  6 1 .  Cash  flow  esti- 
mates exaggerated  company's  appar- 
ent worth,  while  value  of  49  airplanes, 
86  helicopters  drops  with  aircraft: 
glut.  Still  carries  big  debt. 

Stahl,  Stanley  Irving. 

NYC.  68.  Done  in  by  a  double-wham- 
my :  new  information  on  his  debt  struc- 
ture, sharply  lower  estimates  for  his 
NYC  apartments  and  office  space.     Hi 
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Lots  of  people  want  to  be  on  The  Forbes  Four  Hundred. 
Hardly  anyone  wants  to  be  on  this  list  of  almost-made-its. 

There's  always  1993 


Leonard  Rs^io 

Book  retailing,  nyc.  51.  Married,  3 
children.  Worked  days  as  nyu  book- 
store clerk  to  pay  for  night  engineer- 
ing school.  "Read  one  book  a  night." 
Borrowed  $5,000  in  1965,  opened 
Student  Book  Exchange  nyc  Late 
1960s  started  buying  college  book- 
stores. Bought  Barnes  &  Noble  1971 . 
By  1975  largest  in  U.S.  "We  fielded 
every  oddball  request."  Teamed  SO- 
SO  with  now-ailing  Dutch  retail  giant 
Vendex,  acquired  B. 
Dal  ton  chain  (nearly 
750  bookstores), 

Doubleday  book- 

shops, Scribner's,  etc. 
Now  world's  largest 
bookseller,  sales  $1.5 
billion,  over  1 ,300 
U.S.  stores.  Currendy 
seeking  about  $100 
million  for  fiirther  ex- 
pansion. "Our  typical 
customer:  rich  of 
mind,  poor  of  wallet." 
Biggest  ambition: 

write   a   book.   Active 
Democratic      politics. 
His  interests  estimated  i 
about  $265  million;  he  I 
claims  much  less.  2 

(Z 

Nan  Tucker  McEvoy  | 

Publishing.  San  Fran-  - 
Cisco.  73.  Divorced,  1 
son.  Granddaughter  San  Francisco 
Chronicle  founder  Michael  H.  de 
Young  (d.  1925).  Nan  said  to  be  only 
hberal  member  of  family:  former 
Peace  Corps  administrator,  journal- 
ist, founder  abortion  clinic.  Inherited 
largest  share  Chronicle  Publishing  af- 
ter death  of  mother,  Phyllis  de  Young 
Tucker,  family  matriarch  and  last  of 
Michael's  children  (d.  1988).  Some 
shares  to  Nan's  son,  Nion  Tucker, 
editor-in-chief.  Chronicle  Books: 
"You  hate  to  have  them  think,  'Well, 
when  will  good  old  mother  die?'  " 


Well-liked,  active  chairwoman. 
Chronicle  Publishing  owns  6  daily 
newspapers,  5  TV  stations,  cable,  etc. 
Plans  to  keep  family  control.  "It's  a 
wonderful  property."  Her  share  esti- 
mated around  $265  million. 

Richard  Palmer  Kaleioku  Smart 

Inheritance,  ranching.  Honolulu  and 
Waimea,  Hawaii.  79.  Divorced,  2 
sons.  Great-great-great-grandson  of 
John  Palmer  Parker,  Boston  sailor 


landed  in  Hawaii.  Hired  by  king  of 
Hawaii  to  shoot  wild  cattle,  married 
king's  granddaughter  with  dowry  of 
2  acres.  Assembled  50,000  more;  do- 
mesticated island  cattle.  Orphaned 
Richard  raised  by  grandmother.  Left 
Stanford  to  become  Broadway  bari- 
tone for  25  years  before  running 
ranch.  Won  estate  case  against  200 
other  descendants.  Today  225,000- 
acre  Parker  Ranch  supplies  about 
one-third  Hawaii's  beef,  but  business 
declining;  first  time  shipping  cattle  to 
Canada.  Land,  cattle,  art  estimated 


worth  $260  million.  Probable  heir: 
local  prep  school. 

George  Strawbrid^fe  Jr. 
Tristram  C,  Colketjr. 

Campbell  Soup.  Two  of  9  grandchil- 
dren of  John  T.  Dorrance  Sr.,  chemist 
who  turned  America  on  to  soup  in 
cans  (see  Dorrance  et  al.).  On  death 
1930  left  $128  million  estate  to  wife, 
5  children;  over  50%  went  to  John  Jr., 
one-eighth  to  each  of  4  daughters,  all 
deceased;  their  chil- 
dren, grandchildren 
inherited.  George: 
Chester  County,  Pa. 
55.  Married,  2  chil- 
dren; divorced,  remar- 
ried, 1  more  child.  U. 
of  Pa.  Ph.D.,  owns  Au- 
gustin  Stables  in  Ches- 
ter, piece  of  Buffalo 
(hockey)  Sabres.  His 
stock,  other  assets  esti- 
mated over  $260  mil- 
lion. Tristram:  Paoli, 
Pa.  54.  Married,  3  chil- 
dren. Afiier  Trinity 
College  attempted  en- 
trepreneurship,  with 
mixed  results.  Found- 
ed AltairAiriines  1966, 
filed  bankruptcy  1982. 
Most  recent  endeavor: 
reviving  closed  Cres- 
sona  Aluminum  Co. 
Avid  sailor  and  flier.  His  shares  worth 
recent  $260  million. 

William  Barron  Hilton 

Hilton  Hotels.  Holmby  Hills,  \A.  65. 
Married;  8  children,  12  grandchil 
dren.  Son  of  legendary  hotel  magnate 
Conrad  Hilton;  showed  little  interest 
in  father's  business.  Turned  down 
father's  job  ofltr;  salary  too  low.  Navy 
photographer  WWIL  At  19  acquired 
Vita-Pakt  C^itrus  Products  Co. 
Formed  aircraft  leasing  firm  1956. 
Finally  joined  Hilton  1954.  President 
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You've  always 

thought  of  Schwab 

for  stocks. 

Now  think  of  us  for 
mutual  funds. 


Schwab  makes  mutual  fimd  buying  easy. 


■  A  bigger  selection. 

You're  not  limited  to  one  fund 
company  to  build  your  mutual 
funds  portfolio.  You  can  choose 
among  over  600  funds— from 
90  fund  companies. 

■  One-call  service.  Buy  or 

sell  funds  with  just  one  phone 
call— even  from  different  fund 
companies. 

■  Ready  access  to  your 

money  at  any  of  165  Schwab 
offices. 

■  One  statement  shows 

all  your  mutual  funds  plus 
your  stocks,  bonds  and  other 
Schwab  investments. 


You  can  invest  in  over  80 
mutual  funds  for  the  same  price 
as  going  directly  to  the  fund 
companies.  Or  invest  in  over 
500  other  funds  for  a  small 
transaction  fee.*  Most  of  the 
funds  are  no-load  and  low-load. 

■  Call  today  and  receive  a 
free  Mutual  Funds  Performance 
Guide®  that  can  help  you 
compare  funds.  Or  visit  our 
nearest  Schwab  office. 


Mutual  Fund 
Marketplace' 

1800442-5111 

Ext.  394 


New!  No  transaction  fees  on 

over  80  mutual  funds,  from 

companies  including: 

Janus  Funds 

Dreyfus  Funds 

INVESCO's  Financial  Funds 

Berger  Funds 

Founders  Funds 

SchwabFunds 

SteinRoe  Funds 

Neuberger  &  Berman  Funds 

Over  500  other  funds  available. 


Charles  Schwab 

Helping  Investors  Help  Themselves" 


*$29  minimum  transaction  fee. 

Schwab  will  provide  you  with  a  prospectus  for  any  fund  offered  through  us.  Please  read  it  carefully  before  investing  or  sending  money. 

Charles  Schwab  &  Co.,  Inc.  ©  1992  Member  SIPC/NYSE 
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1966;  expanded  company.  Founded 
San  Diego  (football)  Chargers  1960. 
Opportunity  to  sell  company  at  nearly 
twice  today's  price  lost  1990.  But  sold 
some  properties  before  real  estate 
bust;  building  up  casino  operations. 
Hunting,  fishing,  photography,  bal- 
looning. With  family,  recently  opened 
Brentwood  Countr>^  Estates  develop- 
ment. Net  worth  estimated  $260 
million. 

John  W.  Rollins  Sr. 

Vehicle  leasing,  hazardous  waste,  real 
estate.  Greenville,  Del.;  Montego 
Bay,  Jamaica.  76.  Twice  divorced; 
remarried  1960  Miss  Universe;  6 
sons,  3  daughters.  No  college.  With 
late  brother  O.  Wayne  (d.  Oct.  1991, 
see  family)  ran  80-acre  Georgia  family 
farm:  "Growing  up,  if  you  slept  past  4 
a.m.,  my  father  felt  you  would  never 
amount  to  anything."  Tried  several 
jobs;  finally  struck  gold  with  simple 
idea:  leasing  cars  to  business.  Late 
1960s  bought  trucking  giant  Mat- 
lack.  Also  16  other  firms  related  to 
existing  businesses.  Expanded  into 
hazardous  waste  treatment  1969. 
"Big  John"  founded/cofounded  5 
firms  listed  in  NYSE,  Amex.  Lost  1960 
bid  for  Delaware  governor  by  6,400 
votes.  Estimated  $260  million. 


Arthur  Charles  Nielsen  Jr. 
andfamily 

A.C.  Nielsen  Co.  Winnetka,  111.  73. 
Married,  3  children.  Arthur  Sr.  (d. 
1980)  founded  market  surv'ey  firm 
1923.  During  Depression,  people 
said  they  bought  prestigious  Lux 
soap,  when  they  had  economical  Life- 
buoy in  their  bag;  soon  firm  was 
measuring  sales,  not  words.  Pio- 
neered electronic  meters  to  measure 
radio  and  television  audiences  1940s. 
"For  years  my  father  would  tr\'  and 
explain  that  his  work  was  worth  some- 
thing. He  couldn't  get  any  takers." 
Result  of  persistence:  became  domi- 
nant company  measuring  TV  ratings, 
grocer}'  sales,  etc.  Arthur  Jr.  president 
1956,  CEO  1974.  Companv  sold  to 
Dun  &  Bradstreet  1984;  A.C.  re- 
tained as  consultant.  Family  holdings 
estimated  $255  million. 

George  Leon  Ar^^yros 

Real  estate.  Newport  Beach,  Calif.  55. 
Married,  3  children.  Born  Detroit, 
raised  Pasadena.  Real  estate  broker 
after  college  (Michigan  State,  Chap- 
man College);  decided  real  estate  was 
the  way  to  wealth:  "If  you  work  hard, 
it's  one  of  the  frontiers  that  is  left." 
Wisely  chose  growing  California  for 
frontier.    Planned    first    subdivision 


1963.  Found  good  banker  ("It's  al- 
most as  important  as  your  wife" ).  First 
apartments  1968;  now  owns  5,200 
units  Orange  County.  Also  office 
parks,  undeveloped  land.  Bought  Se- 
attie  (baseball)  Mariners  1 98 1  for  $13 
million.  Stingy  owner;  had  majors' 
worst  record,  but  sold  at  $50  million 
afiiertax  profit  1989.  Today  slumping 
California  trims  estimate  of  visible  net 
worth  to  some  $255  million. 

Francesco  Galesi 

Real  estate,  manufacturing,  telecom- 
munications. NYC.  61.  Divorced,  re- 
married; 4  children.  Middle  of  5  sons 
of  Italian  real  estate  broker.  Prince- 
ton. Built  shopping  centers  with  fam- 
ily, including  one  on  former  city  land- 
fill, 1960.  Developed  mammoth  in- 
dustrial complex  from  Army/Navy 
supply  depots  near  Albany,  N.Y.;  now 
8  million  sq.  ft.  Built  offices,  shopping 
centers,  owns  2,000-acre  Jamaican 
plantation.  Into  telecommunications 
with  startups,  then  acquisitions;  ac- 
tive in  planned  merger  of  Advanced 
Telecommunications,  ldds,  pending 
FCC  approval.  Would  create  fourth - 
largest  long-distance  company.  Di- 
versifying into  hotels,  industrial 
space:  N.Y.,  Vt.  Fortune  estimated  at 
least  $250  million.  ■ 
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Rules  of  the  chase 


Our  ESTIMATES  of  people's  net  worth 
are  deliberately  conservative.  It  is  pos- 
sible to  say  with  some  confidence  that 
a  person  is  worth  more  than  a  given 
amount;  it  is  often  extremely  difficult 
or  impossible  to  establish  exactly  how 
much  more.  Our  basic  operating 
principle  is  to  think  in  terms  of  how 
much  a  prudent  buyer,  knowing  what 
we  know,  might  be  willing  to  pay  for  a 
person's  net  assets. 

To  arrive  at  coherent 
estimates    of    wealth,      ^^^^^^ 
Forbes  adopts  a  num- 
ber of  basic  rules: 


■  Blocks  of  publicly 
traded  stock  are  priced 
at  the  market  close  on 
Aug.  27. 

■  Privately  held  com- 
panies are  usually  val- 
ued according  to  esti- 
mated earnings  or, 
preferably,  cash  flow, 
and  to  prevailing  ratios 
for  similar  companies 
in  similar  businesses. 


■  When  earnings  and  | 
cash  flow  aren't  known  i 
or    are    suspect,    we 

adopt  rule-of-thumb  conventions 
common  to  the  relevant  industry. 
Television  and  radio  stations,  cable 
systems  and  some  newspapers  are  val- 
ued for  us  by  authoritative  media 
brokers  who  track  them  professional- 
ly (see  Acknowledgments,  p.  254). 

■  Among  oil  and  gas  producers  we 
rarely  go  beyond  putting  fair  valua- 
tion on  their  reserves,  to  be  conserva- 
tive. Some  oil  and  real  estate  mag- 
nates have  substantial  assets  not  in 
their  own  names,  so  in  one  or  two 
cases  we  were  forced  to  rely  on  con- 
sensus estimates  of  knowledgeable 


peers.  These  estimates,  naturally,  are 
treated  cautiously. 

Ofi:en  it  isn't  even  clear  exactly  who 
owns  a  great  fortune.  It  is  frequently 
parked,  at  least  partly,  in  the  names  of 
the  immediate  family  or  concealed  in 
private  investment  companies.  Or, 
more  difficult  to  find,  it  is  held  in 
trusts,  where  separate  elements  of 
ownership  (control  of  principal,  re- 
ceipt of  income,  power  to  name  heirs. 


•.'    r  , 


etc.)  are  deliberately  spread  among 
different  people  to  defend  against  in- 
heritance-tax laws. 

■  In  the  matter  of  trusts  and  other 
intrafamily  arrangements,  we  proceed 
on  a  case-by-case  basis,  applying  com- 
mon sense.  Most  plainly  exist  to  carry 
out  a  normal  pattern  of  inheritance 
(to  husbands,  wives  or  offspring)  and 
to  minimize  inheritance  taxes.  We 
look  at  who  controls  such  wealth. 
Trusts  are  generally  attributed  to  the 
person  who  created  the  wealth,  if  still 
alive  and  in  control;  or,  if  that  person 
is  not  alive,  to  the  principal  control- 


ling family  member  or  members  (and 
not  the  family  lawyers). 

Obversely,  spendthrift  trusts, 
which  are  meant  to  keep  control  out 
of  the  hands  of  beneficiaries,  are  not 
credited  to  the  beneficiaries;  only  esti- 
mated trust  income  is  counted. 

Lawyers  sometimes  say  a  trust  is 

"owned"  by  those  who  ultimately 

will  receive  the  principal.  Usually,  that 

means  the   next  generation  of  the 

family     in     question. 

f     But,  in  fact,  the  next 

I     generation    often    has 

i     no  power  to  spend  or 

invest  principal  or  to 

disburse     income     to 

themselves.  Some  are 

still  children;  some  of 

the  heirs  may  be  yet 

unborn. 

It  is  difficult  to  take 
such  "ownership"  seri- 
ously, or  to  count  so 
powerless  an  "owner" 
as  one  of  the  richest 
people  in  America.  It  is 
true  that  a  controlling 
person's  powers  may 
be  weakened  by  the 
limitations  of  a  trust. 
But  every  other  party's 
claim  to  present  own- 
ership is  far  weaker  still. 

Irrevocable  charitable  trusts  and 
foundations  are  not  rounted  as  per- 
sonal wealth  at  all. 

Wealth  in  the  names  of  spouses  and 
other  immediate  family  members  is 
sometimes  assigned  to  the  principal 
family  member,  especially  where  ties 
are  close.  Where  a  family  member's 
shares  are  sufficient  to  entide  him  or 
her  to  a  place  among  the  richest  peo- 
ple in  America,  however,  we  generally 
list  him  or  her  separately.  And  we  do 
the  same  with  immediate  family 
members  split  by  divorce  or  other 
internal  family  differences.  Bi 
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Name 

Page 

Residence 

Age 

Worth 
($mil) 

Primary  sources 

A 

Abraham,  S.  Daniel-A^ 

152 

West  Palm  Beach,  Fla. 

68 

600 

Slim-Fast  Foods 

Abramson,  Leonard-A^ 

156 

Blue  Bell,  Pa. 

59 

550 

U.S.  Healthcare 

Ackerman,  Peter* 

196 

London 

45 

300 

Junk  bonds 

Albertson,  Joseph  Albert 

130 

Boise,  Idaho 

86r 

930 

Albertson's  Inc. 

jm 

Alexander,  Norman  E. 

196 

Scarsdale,  N.Y. 

'       78 

300 

Sequa  Corp. 

■1 

Allbritton,  Joe  Lewis 

206 

Houston 

67 

290 

Media 

1 

Allen,  Charles  Jr. 

187 

NYC 

89 

350 

Stock  market 

Allen,  Herbert 

187 

NYC 

84 

350 

Stock  market 

Allen,  Herbert  Anthony 

187 

NYC 

51 

350 

Stock  market 

"f^H 

Allen,  Paul  Gardner 

98 

Mercer  Island,  Wash. 

39 

2800 

Microsoft 

Andersen  family 

219 

Bayport,  Minn. 

650 

Windows 

Anderson,  John  Edward 

162 

Bel  Air,  Calif. 

75 

500 

Beverage  distribution 

Andreas,  Dwayne  Orville  and  family 

200 

Bal  Harbour,  Fla. 

74 

300 

Archer-Daniels-Midland 

Annenberg,  Walter  Hubert 

110 

Wynnewood,  Pa. 

84 

1600 

Publishing 

Anschutz,  Philip  Frederick 

130 

Denver 

52 

900 

Oil 

Anthony,  Barbara  Cox 

101 

Honolulu 

69 

2100 

Inheritance  (Cox  Enterprises) 

Argyros,  George  Leon  "t 

250,254 

Newport  Beach,  Calif. 

55 

Real  estate 

m 

Arison,  Ted 

98 

Tel  Aviv,  Israel 

68 

2850 

Cruise  ships 

Arrillaga,  John 

188 

Palo  Alto,  Calif. 

54 

350 

Real  estate 

Ashton,  Alan  C. 

136 

Orem,  Utah 

50 

840 

WordPerfect 

Autry,  Orvon  Gene 

193 

Los  Angeles 

85 

315 

Broadcasting 

Avery,  Alice  O'Neill  and  family 

207 

Los  Angeles 

75 

275 

Inheritance  (real  estate) 

m 

B 

Bacardi  family 

219 

Puerto  Rico;  Miami  et  al. 

800 

Liquor 

1 

Ballmer,  Steven  Anthony 

121 

Bellevue,  Wash. 

36 

1100 

Microsoft 

Bancroft  family 

219 

NYC 

1600 

Inheritance  (Dow  Jones) 

'^^^ 

Baoudjakdji,  Millicent  V.  and  family 

136 

Los  Angeles 

52 

415 

Inheritance 

■ 

Barbey  family 

219 

California  et  al. 

540 

Inheritance  (VF  Corp.) 

m 

Bass,  Anne  Hendricks* 

208 

NYC;  Fort  Worth 

51 

270 

Divorce 

9 

Bass,  Edward  Perry 

120 

Fort  Worth 

47 

1100 

Investments 

M 

Bass,  Lee  Marshall 

106 

Fort  Worth 

36 

1700 

Investments 

m 

Bass,  Robert  Muse 

113 

Fort  Worth 

44 

1400 

Investments 

m 

Bass,  Sid  Richardson 

106 

Fort  Worth 

49 

1700 

Investments 

m 

Bastian,  Bruce  W. 

136 

Orem,  Utah 

44 

840 

WordPerfect 

m 

Batten,  Frank  Sr. 

152 

Virginia  Beach,  Va. 

65 

600 

Publishing 

m 

Bean  (Gorman)  family 

219 

Freeport,  Me. 

600 

Inheritance  (L.L.  Bean) 

Bechtel,  Stephen  Davison  Jr.  and  family       112 

San  Francisco 

67 

1500 

Engineering 

Behring,  Kenneth  Eugene 

192 

Blackhawk,  Calif. 

64 

330 

Developer 

m 

Belfer,  Arthur  Bejer  and  family 

166 

NYC 

84 

470 

Oil 

Belk  family 

219 

Charlotte,  N.C. 

550 

Retailing 

Bennett,  William  Gordon 

155 

Las  Vegas 

67 

550 

Circus  Circus  Enterprises 

m 

Benson,  Craig  Robert 

161 

Rye,  N.H. 

38 

415 

Cabletron  Systems 

Berkley,  William  Robert 

208 

Greenwich,  Conn. 

46 

265 

Food  processing 

Berry,  Jack  Monteith  Sr.  and  family 

207 

Winter  Haven,  Fla. 

75 

280 

Citrus 

m 

Berry,  John  William  Sr.  and  family 

166 

Dayton,  Ohio 

70 

475 

Yellow  Pages 

Binger,  Virginia  McKnight 

194 

Wayzata,  Minn. 

76 

310 

Inheritance  (3M) 

• 

Bingham  family 

220 

Louisville  origin 

400 

Publishing 

Blank,  Arthur* 

148 

Atlanta 

50 

500 

Home  Depot 

Blaustein  family 

220 

Baltimore 

1500 

Inheritance  (Oil) 

Blech,  David* 

206 

NYC 

36 

295 

Biotech  Investments 

Block  family 

220 

NYC  area 

650 

Inheritance  (Block  Drug) 

Bloomberg,  Michael  Rubens* 

189 

NYC 

50 

350 

Financial  news  service 

Bluhm,  Neil  Gary  ■ 

250 

Winnetka,  III. 

54 

Real  estate 

Borg,  Malcolm  Austin 

202 

Englewood,  N.J. 

54 

300 

Publishing 

Bredin,  Octavia  Mary  du  Pont 

171 

Greenville,  Del. 

79 

430 

Inheritance  (Du  Pont  Co.) 

Bren,  Donald  Leroy 

114 

Newport  Beach,  Calif. 

60 

1300 

Real  estate 

Brennan,  Bernard  F. 

182 

Winnetka,  III. 

54 

375 

Montgomery  Ward 

m 

Brittingham  family 

220 

Mexico;  Dallas 

475 

Dai-Tile  Group 

*  New  entry,    i^  Returnee.    ■ 

Dropout. 

t  Near  miss. 
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Name 

Page 

Residence 

Age 

Worth 
($mil) 

Primary  sources 

Broad,  Eli 

170 

Los  Angeles 

58 

450 

Housing 

Bronfman,  Edgar  Miles 

101 

NYC 

63 

2350 

Seagram  Co. 

Brown  family 

220 

Louisville 

1100 

Inheritance  (whiskey) 

Brown,  Jack 

188 

Midland,  Tex. 

67 

350 

Oil 

Buffett,  Susan  Thompson 

184 

San  Francisco 

60 

370 

Berkshire  Hathaway 

Buffett,  Warren  Edward 

93 

Omaha 

62 

4400 

Stock  market 

Busch  family 

220 

St.  Louis 

1300 

Anheuser-Busch 

Butt,  Charles  C. 

174 

San  Antonio 

54 

400 

Grocery  stores 

c 

Cafaro,  William  Michael  and  family 

144 

Hubbard,  Ohio 

79 

700 

Shopping  malls 

Campbell  family 

222 

Hawaii  et  al. 

700 

Inheritance  (real  estate) 

Cantor,  Bernard  Geraldi> 

196 

Beverly  Hills 

75 

300 

Cantor  Fitzgerald  Inc. 

Cargill,  James  R.  and  family 

134 

Minneapolis 

68 

850 

Inheritance  (Cargill,  Inc.) 

Cargill,  Margaret  and  family 

134 

La  Jolla,  Calif. 

72 

850 

Inheritance  (Cargill,  Inc.) 

Carlson,  Curtis  LeRoy 

137 

Long  Lake,  Minn. 

78 

800 

Entrepreneur 

Carver,  Lucille 

158 

Muscatine,  Iowa 

75 

525 

Inheritance  (Bandag,  Inc.) 

Catsimatidis,  John  Andreas-A^ 

189 

NYC 

44 

350 

Supermarkets 

Chambers,  Anne  Cox 

101 

Atlanta 

72 

2100 

Inheritance  (Cox  Enterprises) 

Chandler  family 

222 

Los  Angeles  et  al. 

1300 

Times  Mirror  Co. 

Chase,  David  Theodore  ■ 

250 

West  Hartford,  Conn. 

63 

Real  estate 

Clapp  family 

222 

Seattle 

650 

Inheritance  (Weyerhaeuser) 

Clapp,  Norton  ■ 

251 

Seattle 

86 

Inheritance  (Weyerhaeuser) 

Clark  family 

222 

Cooperstown,  N.Y. 

425 

Singer  Manufacturing  Co. 

Clayton,  James  Lee-^ 

208 

Knoxville,  Tenn. 

58 

265 

Mobile  homes 

Close  family 

222 

Fort  Mill,  S.C. 

460 

Textiles 

Cohn,  Seymour 

183 

Palm  Beach  County,  Fla. 

82 

375 

Real  estate 

Colket,  Tristram  C.  at 

251,252 

Paoli,  Pa. 

54 

Inheritance  (Campbell  Soup) 

Collier  family 

222 

Naples,  Fla.  et  al. 

1200 

Inheritance  (real  estate) 

Comer,  Gary  Campbell 

179 

Chicago 

64 

400 

Lands'  End 

Congel,  Robert  J. 

204 

Fayetteville,  N.Y. 

57 

300 

Shopping  malls 

Connell,  Grover 

192 

Westfield,  N.J. 

74 

340 

Equipment  leasing 

Conover,  Catherine  Mellon 

198 

Washington,  D.C. 

56 

300 

Inheritance 

Cook,  Jane  Bancroft  and  family 

150 

Cohasset,  Mass. 

80 

610 

Inheritance  (Dow  Jones) 

Cook,  William  Alfred 

154 

Bloomington,  Ind. 

61 

550 

Catheters 

Cooke,  Jack  Kent 

130 

Middleburg,  Va. 

79 

900 

Real  estate 

Cooke,  Phoebe  Hearst  and  family 

136 

San  Francisco 

65 

415 

Inheritance 

Coors  family 

222 

Golden,  Colo. 

400 

Beer 

Copley,  Helen  Kinney 

150 

La  Jolla,  Calif. 

69 

620 

Publishing 

Cosby,  William  Henry  Jr.* 

200 

Amherst,  Mass. 

55 

300 

Television 

Coulter,  Joseph* 

162 

Miami  Springs,  Fla. 

67 

495 

Blood  counters 

Coulter,  Wallace  Henry 

162 

Miami  Springs,  Fla. 

70s 

500 

Blood  counters 

Cowles  (Gardner)  family 

222 

Minneapolis;  NYC  et  al. 

480 

Inheritance  (newspapers) 

Cox,  John  Lee  ■ 

251 

Midland,  Tex 

67 

Oil 

Crown,  Lester  and  family 

116 

Wilmette,  III. 

67 

1300 

Inheritance 

Cullen  family 

224 

Houston  et  al. 

500 

Inheritance  (oil) 

Culverhouse,  Hugh  Franklin 

187 

Tampa,  Fla. 

73 

360 

Real  estate 

Currier,  Andrea 

198 

The  Plains,  Va. 

36 

300 

Inheritance 

Currier,  Lavinia  M. 

198 

The  Plains,  Va. 

35 

300 

Inheritance 

Currier,  Michael  S. 

198 

NYC 

31 

300 

Inheritance 

D 

Dabah,  Morris  and  family  ■ 

251 

NYC 

67 

Gitano  Group 

Darden,  Constance  Simons  du  Pont 

171 

Norfolk,  Va. 

88 

430 

Inheritance  (Du  Pont  Co.) 

Dart,  William  A. 

171 

Sarasota,  Fla. 

65 

425 

Dart  Container 

Davenport,  Elizabeth  Lupton 

163 

Lookout  Mountain,  Tenn. 

59 

500 

Coca-Cola  bottler 

Davidson,  William  Morse 

128 

Bloomfield  Hills,  Mich. 

69 

950 

Guardian  Industries 

Davis,  Artemus  Darius* 

156 

Walden,  Colo. 

86 

300 

Winn-Dixie  Stores 

Davis,  James  Elsworth 

156 

Jacksonville,  Fla. 

85 

540 

Winn-Dixie  Stores 

i  Davis,  Marvin  Harold 

it 

114 

Beverly  Hills 

67 

1400 

Oil 

*  New  entry.     1;^  Returnee.    ■ 

Dropout. 

\  Near  miss. 
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Davis,  Shelby  Cullom 

148 

Tarrytown,  N.Y. 

83 

680 

Investment  banking                 iflH 

Dayton  family 

224 

Minneapolis  et  al. 

1000 

Dayton-Hudson 

DeBartolo,  Edward  John  ■ 

250 

Boardman,  Ohio 

83 

Shopping  centers 

Dedman,  Robert  Henry  Sr. 

137 

Dallas 

66 

800 

Country  clubs 

Dell,  Michael 

194 

Austin,  Tex. 

27 

310 

Dell  Computer 

de  Menil  family 

224 

Houston;  NYC 

430 

Inheritance  (Schlumberger  Ltd.) 

DeVos,  Richard  Marvin 

100 

Ada,  Mich. 

66 

2500 

Amway                                    -AH 

de  Young  family 

224 

San  Francisco  et  al. 

1000 

Newspapers                            ^" 

Dillon  family 

224 

Far  Hills,  N.J. 

450 

Inheritance  (Dillon,  Read) 

Disney,  Roy  Edward 

158 

Los  Angeles 

62 

530 

Inheritance  (Walt  Disney  Co.) 

Dixon,  Fitz  Eugene  Jr. 

198 

Lafayette  Hill,  Pa. 

69 

300 

Inheritance                              ^^^ 

Dixon,  Suzanne  Searle -V 

201 

Lake  Forest,  III. 

61 

300 

G.D.  Searle  &  Co.                      ^^| 
Cable  television                       ^^" 

Dolan,  Charles  Francis 

171 

Oyster  Bay,  N.Y. 

66 

430 

Donnelley  family 

224 

Chicago  origin 

1170 

R.R.  Donnelley  &  Sons 

Dorrance,  Bennett 

118 

Paradise  Valley,  Ariz. 

46 

1100 

Inheritance  (Campbell  Soup) 

Dorrance,  John  T.  Ill 

118 

Devil's  Tower,  Wyo. 

48 

1100 

Inheritance  (Campbell  Soup) 

du  Pont  (Pierre  Samuel)  family 

226 

Wilmington,  Del.  et  al. 

8600 

Inheritance  (Du  Pont  Co.) 

du  Pont,  Alexis  Felix  Jr.  and  family 

187 

Wilmington,  Del. 

86 

350 

Inheritance  (Du  Pont  Co.) 

du  Pont,  Irenee  Jr.  and  family 

171 

Montchanin,  Del. 

72 

430 

Inheritance  (Du  Pont  Co.) 

du  Pont,  Willis  Harrington  and  family 

194 

Palm  Beach,  Fla. 

56 

300 

Inheritance  (Du  Pont  Co.) 

Duke,  Doris 

138 

Somerville,  N.J. 

79 

750 

Inheritance 

Duke,  Jennifer  Johnson-A^ 

202 

Jacksonville,  Fla. 

51 

300 

Inheritance  (Johnson  &  Johnson) 

Durst  family 

226 

NYC  et  al. 

600 

Real  estate 

Durst,  David  M.  ■ 

250 

NYC 

67 

Real  estate 

Durst,  Royal  H.  ■ 

250 

NYC 

75 

Real  estate 

Durst,  Seymour  B.  ■ 

250 

NYC 

79 

Real  estate 

Dyson,  Charles  Henry 

174 

NYC 

83 

400 

Conglomerator                          -^^^ 

E 

Earhart,  Anne  Catherine  Getty 

182 

Laguna  Beach,  Calif. 

40 

380 

Inheritance  (oil)                       ^^H 

Edson,  John  Orin 

156 

Seattle 

60 

550 

Manufacturing                         '^^1 

Ellis,  Alpheus  Lee 

170 

Tarpon  Springs,  Fla. 

86 

460 

Banking                                   ^^| 

Ellison,  Lawrence  Joseph 

154 

Atherton,  Calif. 

48 

575 

Oracle  Corp.                             *^B 

Engelhard,  Jane  B. 

183 

Far  Hills,  N.J. 

74 

375 

Inheritance 

Evans,  James  Emmett  and  family 

194 

Dade  City,  Fla. 

92 

310 

Citrus  grower 

Evans,  Thomas  Mellon 

206 

NYC 

82 

290 

Investments 

F 

Farish  family 

226 

Houston  origin 

400 

Inheritance  (oil)                       ^^m 

Farmer,  Richard  T. 

186 

Indian  Hill,  Ohio 

57 

360 

Cintas  Corp.                             "I^^l 

Feeney,  Charles  F. 

130 

London,  England 

61 

900 

Duty  Free  Shoppers 

Field,  Frederick  W.  (Ted) 

145 

Beverly  Hills 

40 

700 

Inheritance  (department  stores) 

Field,  Marshall  V 

145 

Lake  Forest,  III. 

51 

300 

Inheritance  (department  stores) 

Fireman,  Paul  B. 

152 

Nevrton,  Mass. 

48 

600 

Reebok 

Fisher,  Donald  George 

150 

San  Francisco 

64 

600 

The  Gap 

Fisher,  Doris  F. 

150 

San  Francisco 

61 

600 

The  Gap 

Fisher,  John  J.  ■ 

251 

San  Francisco 

31 

The  Gap 

Fisher,  Lawrence  and  family 

179 

NYC 

82 

400 

Real  estate 

Fisher,  Max  Martin 

184 

Franklin,  Mich. 

84 

370 

Oil 

Fisher,  Robert  J.  ■ 

250 

San  Francisco 

37 

The  Gap 

Fisher,  William  F.  ■ 

250 

San  Francisco 

35 

The  Gap 

Fisher,  Zachary  and  family 

179 

NYC 

81 

400 

Real  estate 

Flagler  family 

226 

Palm  Beach,  Fla.  et  al.    ' 

500 

Inheritance  (oil) 

Flint,  Lucile  du  Pont  and  family 

171 

Greenville,  Del. 

77 

430 

Inheritance  (Du  Pont  Co.) 

ford,  Josephine  Clay 

138 

Grosse  Pointe  Farms,  Mich. 

69 

425 

Inheritance  (Ford  Motor  Co.) 

Ford,  William  Clay 

138 

Grosse  Pointe  Shores,  Mich. 

67 

750 

Inheritance  (Ford  Motor  Co.) 

Forman,  Michael  Robert 

201 

Bel  Air,  Calif. 

57 

300 

Real  estate 

Franchetti,  Anne  and  family 

144 

Seal  Cove,  Me. 

70s 

410 

Milliken  &  Co. 

'  Freeman,  Mansfield 

156 

Greensboro,  Vt. 

97 

400 

American  International  Group 

•  New  entry,     ik  Returnee.    ■  ( 

Dropout. 

t  Near  miss. 
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In  Cellular,  Our 
Numbers  Speak  Louder 

Than  Words. 


ALLTEL  Corporation 
has  rung  up  one  of  the 
best  records  in  the  tele- 
communications industry. 

ALLTEL  Mobile 
Communications,  our 
cellular  telephone  subsid- 
iary, has  enjoyed  out- 
standing growth  with  the 
number  of  customers  we 
serve  growing  from  2,300 
five  years  ago  to  more 
than  117,607  today.  And 
with  more  than  6.5  million 
potential  customers  in  18  predominantly  Sun 
Belt  states,  we're  poised  for  continued  growth. 

But  cellular  telephone  is  only  one  part  of 
our  success  story. 

ALLTEL  is  also  a  local  telephone  company 
serving  1.2  million  customers  in  25  states.  And 


Systematics,  our  informa- 
tion services  subsidiary,  is 
a  leading  data  processing 
and  software  firm  serving 
the  financial  and  telecom- 
munications industries. 
Add  to  that  ALLTEL  Supply 
and  HWC  Distribution  - 
and  you  get  a  company 
with  a  five-year  total 
average  annual  return  of 
23%  and  a  record  of 
increasing  the  dividend  for 
each  of  the  past  31  years. 
Need  we  say  more?  Call  now  and  get  on  the 

line  to  a  corporation  with  some  of  the  best 

numbers  around. 

wCIUXEL 

CORPORATION 

Telecommunications  •  Cellular  •  Product  Distribution  •  Information  Services 


Call  (501)  661-8999  or  write:  ALLTEL  Corporate  Communications  •  One  Allied  Drive  •  Little  Rock,  Arkansas  72202 


lift  ruifttt:i  ruuK  nununEu 


Name 

Page 

Residence 

Age 

Worth 
(Smil) 

Primary  sources 

Fribourg,  Michel  and  family 

127 

NYC 

79 

1000 

Grain  trader 

Frist,  Thomas  F.  Jr.  and  family* 

168 

Nashville 

54 

470 

Hospital  Corp.  of  America 

Frost,  Phillip 

148 

Miami  Beach,  Fla. 

55 

630 

Pharmaceuticals 

Fuqua,  John  Brooks  > 

208 

Atlanta 

74 

275 

Investments 

G 

Galesi,  Francescot 

252 

NYC 

61 

Real  estate,  manufacturing 

Gallo,  Ernest 

194 

Modesto,  Calif. 

83 

300 

Wine 

Gallo,  Julio 

194 

Modesto,  Calif. 

82 

300 

Wine 

Galvin,  Robert  William 

161 

Barrington  Hills,  III. 

70 

500 

Motorola 

Gates,  Charles  Cassius  Jr.  and  family 

154 

Denver 

71 

560 

Gates  Corp. 

Gates,  William  Henry  III 

92 

Seattle 

36 

6300 

Microsoft 

Gaylord,  Edward  Lewis 

134 

Oklahoma  City 

73 

850 

Broadcasting 

Geffen,  David 

134 

Malibu,  Calif. 

49 

850 

Music 

Getty,  Caroline  Marie 

182 

San  Francisco 

35 

380 

Inheritance  (oil) 

Getty,  Eugene  Paul  (J.  Paul  Jr.) 

183 

London,  England 

60 

370 

Inheritance  (oil) 

Getty,  Gordon  Peter 

114 

San  Francisco 

58 

1350 

Inheritance  (oil) 

Glazer,  Guilford 

179 

Beverly  Hills 

71 

400 

Real  estate 

Goizueta,  Roberto  Crispulo* 

193 

Atlanta 

60 

315 

Coca-Cola 

Goldman  family 

226 

NYC  area 

600 

Inheritance  (real  estate) 

Goldman,  Lillian  ■ 

250 

Mill  Neck,  N.Y. 

70 

Inheritance  (real  estate) 

Goldman,  Rhoda  H.  and  family 

160 

San  Francisco 

68 

475 

Levi  Strauss  stock 

Gonda  family 

226 

Beverly  Hills 

470 

Aircraft  leasing 

Goodson,  Mark 

170 

NYC 

77 

450 

Game  shows 

Gore  family 

228 

Newark,  Del. 

575 

Gore-Tex 

Gottwald,  Bruce  Cobb 

192 

Richmond,  Va. 

59 

310 

Ethyl  Corp. 

Gottwald,  Floyd  Dewey  Jr. 

192 

Richmond,  Va. 

70 

330 

Ethyl  Corp. 

Graham  family 

228 

Washington,  D.C. 

565 

Washington  Post  Co.                    ^^ 

Grainger,  David  William 

208 

Skokie,  III. 

64 

270 

W.W.  Grainger                            'MM 
Commodities  trader                     ^^ 

Green,  Pincus 

136 

Zug,  Switzerland 

57 

800 

Greenberg,  Maurice  (Hank) 

156 

NYC 

67 

530 

American  International  Group 

Guccione,  Robert  Charles 

202 

NYC 

60 

300 

Publishing 

Gund  family 

228 

Cleveland  origin 

1600 

Inheritance  (coffee,  banking) 

H 

Haas,  Fritz  Otto 

160 

Ambler,  Pa. 

77 

500 

Rohm  &  Haas                             '^H 

Haas,  John  Charles 

160 

Villanova,  Pa. 

74 

500 

Rohm  &  Haas                             j^f 

Haas,  Josephine  B.  and  family 

160 

San  Francisco 

60s 

500 

Levi  Strauss  stock                       ^H 

Haas,  Peter  E.  Jr  and  family 

160 

San  Francisco 

45 

340 

Levi  Strauss  stock                       j^m 

Haas,  Peter  E.  Sr  and  family 

124 

San  Francisco 

73 

1000 

Levi  Strauss  stock                       ^fl 

Haas,  Robert  D.  and  family 

160 

San  Francisco 

50 

310 

Levi  Strauss  stock 

Haas,  Walter  A.  Jr.  and  family 

160 

San  Francisco 

76 

310 

Levi  Strauss  stock 

Hail,  Donald  Joyce 

128 

Mission  Hills,  Kans. 

64 

950 

Hallmark  Cards 

Hamilton,  Dorrance  Hill 

142 

Wayne,  Pa. 

64 

725 

Inheritance  (Campbell  Soup) 

Hammons,  John  Quentin 

205 

Springfield,  Mo. 

70 

300 

Hotels 

Harbert,  John  Murdoch  III 

144 

Birmingham,  Ala. 

71 

700 

Construction 

Hardie,  Mary  Jane  Holies 

186 

Marysville,  Calif. 

70 

360 

Newspapers 

Hardy,  Joseph  Alexander  and  family  ■ 

250 

Farmington,  Pa. 

69 

Building  supplies 

Hearst,  David  Whitmore  Jr.  and  family 

136 

Los  Angeles 

47 

415 

Inheritance 

Hearst,  George  Randolph  Jr.and  family 

136 

Los  Angeles 

64 

415 

Inheritance 

Hearst,  Randolph  Apperson  and  family 

136 

NYC 

76 

825 

Inheritance 

Hearst,  William  Randolph  Jr.and  family 

136 

NYC 

84 

825 

Inheritance 

Heinz,  Teresa  F. 

162 

Fox  Chapel,  Pa. 

54 

500 

H.J.  Heinz  Co. 

Helmsley,  Harry  Brakmann 

127 

NYC 

83 

1000 

Real  estate 

Herb,  Marvin 

174 

Chicago,  III. 

55 

400 

Coca-Cola  bottler 

Hess,  Leon 

150 

NYC 

78 

600 

Amerada  Hess  Corp. 

Hewlett,  William  Redington 

121 

Portola  Valley,  Calif. 

79 

1100 

Hewlett-Packard 

Heyman,  Samuel  J. 

120 

New  York 

53 

1100 

GAF  Corp 

Hill,  Margaret  Hunt  and  family 

126 

Dallas 

76 

1000 

Inheritance  (oil) 

Hillenbrand  family 

228 

Batesville,  Ind.  et  al. 

1700 

Caskets,  hospital  beds 

•  New  entry.     -^  Returnee.    ■  Dropout. 

t  Near  Miss. 
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In  1866,  when  the  transatlantic  cable  linked  two  continents, 
Allendale  had  been  in  touch  with  its  customers  for  31  years. 


The  telegraph.  For  years  engineers  had  dreamed 
of  using  it  to  bridge  the  communication  gap  between 
Europe  and  Nbrth  America.  But  it  wasn't  until  1866 
that  the  dream  became  reality.  And  when  the  Great 
Eastern  sent  the  first  message,  Allendale  had  been 
listening  and  respondii\g  to  clients  for  31  years. 

In  a  changing  world  where  events  like  this  shape 
history,  this  is  our  way  of  reminding  you  of  one  prc^es- 
sive,  stable  company  that's  been  in  business  since  1835. 


Today  at  Allendale,  we  continue  to  shape  the 
history  of  loss  control  with  engineering,  training, 
research  and  testing,  responsiveness  and  fairness  in 
the  way  we  do  business.  After  a  century  and  a  half,  that 
part  of  our  philosophy  is  not  about  to  change. 
Allendale  Insurance,  P.O.  Box  7500,  Johnston,  Rhode 
Island  02919. 

Allendale  Insurance/Factory  Mutual  System 

World  leaders  in  property  risk  management  since  1835. 


mttunna  ruirti  rruwutfED 


Name 

Page 

Residence 

Age 

Worth 
($mil) 

Primary  sources 

Hillman,  Henry  Lea 

100 

Pittsburgh 

73 

2400 

Industrialist 

Hillman,  Howard  Butcher 

196 

Greenwich,  Conn. 

58 

300 

Inheritance 

Hillman,  Tatnali  Lea 

196 

Radnor,  Pa. 

54 

300 

Inheritance 

Hilton,  William  Barront 

252 

Holmby  Hills,  Calif. 

66 

Hotels 

m 

Hixon  family 

228 

Pasadena,  Calif. 

,- 

800 

Electrical  connectors 

■ 

Hobby,  Oveta  Gulp  and  family 

178 

Houston 

'       87 

400 

Media 

■ 

Hoiles,  Harry  Howard 

186 

Colorado  Springs,  Colo. 

76 

360 

Newspapers 

( 

Hollingsworth,  John  D. 

154 

Greenville,  B.C. 

74 

600 

Textile  machinery 

Horvitz  family 

228 

Cleveland  area;  Ft.  Lauderdale 

815 

Inheritance  (media) 

Hostetter,  Amos  Barr  Jr. 

163 

Boston 

54 

500 

Continental  Cablevision 

iH 

Houghton  family 

228 

Corning,  N.Y. 

890 

Corning  Glass  Works 

■  Houghton,  Amory  Jr.  ■ 

251 

Corning,  N.Y. 

66 

Corning  Glass  Works 

Howard,  Robert  Staples 

206 

Rancho  Santa  Fe,  Calif. 

68 

285 

Publishing 

Hoyt  family 

228 

NYC  area;  Santa  Fe 

610 

Carter-Wallace 

Hubbard,  Stanley  Stub 

198 

St.  Mary's  Point,  Minn. 

59 

300 

Broadcasting 

Huffington,  Roy  Michael 

174 

Houston 

74 

400 

Oil 

Hughes  family 

230 

Calif.;  Nev.  et  al. 

500 

Inheritance  (real  estate) 

Huizenga,  Harry  Wayne 

154 

Fort  Lauderdale,  Fla. 

54 

560 

Blockbuster  Video 

Hunt,  Caroline  Rose  and  family 

163 

Dallas 

65 

500 

Inheritance  (oil) 

Hunt,  Johnnie  Bryan 

183 

Goshen,  Ark. 

65 

375 

J.B.  Hunt  Transport 

Hunt,  Ray  Lee  and  family 

110 

Dallas 

49 

1500 

Inheritance  (Oil) 

Hunting  family 

230 

Grand  Rapids,  Mich. 

600 

Steelcase 

;  Huntsman,  Jon  Meade 

156 

Salt  Lake  City 

55 

550 

Plastics 

!  Hyde,  Joseph  Reeves  III i^ 

207 

Memphis 

49 

285 

Auto  parts 

1 

Icahn,  Carl  Celian 

148 

Bedford,  N.Y. 

56 

650 

Financier 

Idema  family 

230 

Grand  Rapids,  Mich. 

600 

Steelcase 

Hitch,  Michael 

162 

Troy,  Mich. 

63 

500 

Little  Caesar  Pizza 

Ingram,  Erskine  Bronson 

150 

Nashville 

60 

600 

Barges 

Irvine  family 

230 

Middleburg,  Va.  et  al. 

350 

Inheritance,  lawsuits 

i 

J 

Jacobs,  Jeremy  Maurice 

iH 

163 

East  Aurora,  N.Y. 

52 

500 

Sports  concessions 

Jacobs,  Richard  E. 

200 

Lakev^ood,  Ohio 

67 

300 

Shopping  centers 

Jamail,  Joseph  Dahr  Jr. 

178 

Houston 

66 

400 

Pennzoil  settlement 

Jenkins  family 

230 

Lakeland,  Fla. 

845 

Publix  Super  Markets 

Jobs,  Steven  Paul  ■ 

251 

Palo  Alto,  Calif. 

37 

Computers 

Johnson,  Barbara  Piasecka 

128 

Princeton,  N.J. 

55 

990 

Inheritance 

Johnson,  Charles* 

155 

Hillsborough,  Calif. 

59 

550 

Franklin  Resources 

Johnson,  Edward  Crosby  III  and  family 

112 

Boston 

62 

1500 

Investment  management 

Johnson,  James  Loring* 

202 

Hunterdon  Cty.,  N.J. 

47 

300 

Inheritance  (Johnson  &  Johnson) 

Johnson,  Rupert  Jr.* 

155 

Hillsborough,  Calif. 

52 

400 

Franklin  Resources 

Johnson,  Samuel  Curtis 

112 

Racine,  Wis. 

64 

1500 

Johnson  Wax 

Jordan  family 

230 

Boston  origin 

610 

Inheritance  (publishing,  retailing) 

K 

Kaiser,  George  B.* 

208 

Tulsa 

50 

265 

Gas 

• 

Kauffman,  Ewing  Marion 

142 

Mission  Hills,  Kans. 

76 

725 

Marion  Laboratories 

Keck,  Howard  Brighton 

183 

Los  Angeles 

79 

370 

Superior  Oil  Co. 

Keck,  William  Myron  II 

183 

Los  Angeles 

50 

270 

Superior  Oil  Co. 

Keinath,  Pauline  MacMiilan  and  family 

134 

St.  Louis,  Mo. 

58 

560 

Inheritance  (Cargill,  Inc.) 

Kelley  family 

230 

Honolulu 

400 

Hotels 

Kelly,  William  Russell 

172 

Troy,  Mich. 

86 

410 

Kelly  Services 

Kennedy  family 

230 

Boston  origin 

350 

Inheritance 

Kerkorian,  Kirk 

120 

Beverly  Hills 

75 

1100 

Investments 

Kimmel,  Sidney* 

166 

Philadelphia 

64 

480 

Jones  Apparel  Group 

King  family 

230 

Short  Hills,  N.J.;  NYC  et  al. 

380 

King  World  Productions 

Kleberg  family 

232 

King  Ranch,  Tex. 

800 

Inheritance  (real  estate) 

*  Newf  entry.    i2r  Returnee.    ■  Dropout. 

t  Near  miss. 
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THIS  IS  THE  PRINTER 


THAT  SURVIVED  THE  TORTURE  TEST 


THAT  CONVINCED  FEDERAL  EXPRESS 


THAT  A  PRINTER  COULD  BE 


AS  FAST  AND  RELIABLE 


AS  THEY  ARE 


'Zt\3-f.. 


Speed  and  reliability.  That's  how  Federal  Express 
made  its  mark.  And  how  Lexmark  helps  you  make  yours. 

To  learn  more  about  Lexmark,  call  usatl  800  358-5835, 
ext.  222. 


When  Federal  Express  went  shopping  for  a  new  dot 
matrix  printer  for  its  customer  automation  program,  it 
iwanted  one  as  fast  and  reliable  as  Federal  Express  ser- 
vice itself.  So  FedEx  devised  a  series  of  tests  that  pushed 
iprinters  to  their  limits,  and  beyond.  When  the  dust 
cleared,  one  machine  stood  out:  the  IBM®  2380 
Personal  Printer  by  Lexmark. 

Lexmark  International  is  an  independent,  worldwide 
company,  formed  from  a  division  of  IBM.  We  make  IBM 
personal  printers,  IBM  typewriters,  related  office-equip- 
ment supplies,  and  keyboards.  All  with  the  same  quality 
that  convinced  Federal  Express  to  fly  with  us. 

IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation  in  the  U.S.  and/or  other  countries,  and  is  used  under  license.  Lexmark  is  a  trademark  of  Lexmark  Internationa!.  Inc.  ©  1 992  Lexmark  International,  Inc. 


Lexm^krk 


Make  Your  Mark 


THt  rUKtftb  YUUK  HUNUKtU 


Name 

Page 

Residence 

Age 

Worth 
($mil) 

Primary  sources 

Kluge,  John  Werner 

92 

Charlottesville,  Va. 

78 

5500 

Metromedia 

Knight,  Philip  Hampson 

104 

Hillsboro,  Ore. 

54 

1900 

Nike,  Inc. 

Koch,  Charles  de  Ganahl 

118 

Wichita,  Kans. 

56 

1250 

Inheritance 

Koch,  David  Hamilton 

118 

NYC 

52 

1250 

Inheritance 

Koch,  Frederick  Robinson 

162 

Monaco;  NYC 

5a 

500 

Inheritance  (oil  services) 

Koch,  William  Ingraham 

162 

Palm  Beach,  Fla. 

52 

500 

Inheritance  (oil  services) 

Kohlberg,  Jerome  Spiegel  Jr. 

172 

Mount  Kisco,  N.Y. 

67 

500 

Leveraged  buyouts 

Kovner,  Bruce* 

205 

NYC 

47 

300 

Trading 

Kravis,  Henry  R. 

158 

NYC 

48 

500 

Leveraged  buyouts 

Krehbiel,  John  Hammond  Sr.  and  family 

178 

Lisle,  III. 

86 

400 

Molex,  Inc. 

Kroc,  Joan  Beverly 

121 

Rancho  Santa  Fe,  Calif. 

64 

1100 

Inheritance  (McDonald's) 

L 

Landegger  family 

232 

NYC;  Rye,  N.Y. 

500 

Inheritance  (pulp/paper  mills) 

Landegger,  Carl  Clement  ■ 

251 

NYC;  Rye,  N.Y. 

62 

Inheritance  (pulp/paper  mills) 

Landegger,  George  Francis  ■ 

251 

NYC;  Rye,  N.Y. 

54 

Inheritance  (pulp/paper  mills) 

Uuder,  Estee 

124 

NYC 

84 

1000 

Cosmetics 

Lauder,  Leonard  Alan 

124 

NYC 

59 

1000 

Cosmetics 

Lauder,  Ronald  Steven 

124 

NYC 

48 

1000 

Cosmetics 

Lauren,  Ralph 

144 

NYC  &  vicinity 

53 

700 

Apparel 

Lawrence,  M.  Larry 

206 

Coronado,  Calif. 

66 

300 

Real  estate 

LeFrak,  Samuel  Jayson 

116 

NYC 

74 

1300 

Real  estate 

Lebensfeld,  Harry 

189 

NYC 

88 

350 

UIS,  Inc. 

Leininger,  James  Richard* 

206 

San  Antonio,  Tex. 

48 

285 

Specialty  hospital  beds 

Lennon,  Fred  A. 

138 

Chagrin  Falls,  Ohio 

86 

750 

Valves 

Lerner,  Alfred 

168 

Shaker  Heights,  Ohio 

59 

465 

Banking 

Lesher,  Dean  Stanley 

204 

Orinda,  Calif. 

90 

300 

Newspapers                             ^^M 

Levine,  Leon  > 

182 

Charlotte,  N.C. 

55 

380 

Fa  m  i  ly  Dol  1  a  r  Stores                 ^^M 

Levine,  Stuart  Robert 

161 

Stratham,  N.H. 

34 

500 

Cabletron  Systems 

Lewis,  Reginald  F. 

178 

Easthampton,  N.Y. 

49 

400 

LBOs                                      ^_ 

Lilly  family 

232 

Indianapolis  et  al. 

1000 

Pharmaceuticals                      ^^H 

Lindemann,  George  L. 

145 

Greenwich,  Conn. 

56 

685 

Cable,  cellular                         ^^M 

Lindner,  Carl  Henry  Jr.  and  family 

170 

Cincinnati 

72 

450 

Insurance                                ^^H 

Littiefield,  Edmund  Wattis 

207 

Burlingame,  Calif. 

78 

280 

General  Electric 

Litwin,  Leonard 

191 

NYC 

76 

340 

Real  estate 

Louis,  John  Jeffery 

142 

Winnetka,  III. 

67 

725 

Inheritance  (Johnson  Wax) 

Ludwig,  Daniel  Keith  ■ 

250 

NYC 

deceased 

Shipping,  real  estate 

Lund,  Sharon  DisneyJV 

193 

Los  Angeles 

55 

320 

Inheritance  (Walt  Disney  Co.) 

Lupton,  John  Thomas 

163 

Lookout  Mountain,  Tenn. 

66 

500 

Coca-Cola  bottler 

Lurie,  Robert  Alfred 

179 

San  Francisco 

63 

400 

Inheritance 

Lykes  family 

232 

Florida  et  al. 

770 

Real  estate,  banking 

Lyon,  William  ■ 

251 

Coto  de  Caza,  Calif. 

70 

Real  estate 

^ 

MacMillan,  Cargill  Jr.  and  family 

134 

Palm  Springs,  Calif. 

64 

560 

Inheritance  (Cargill,  Inc.) 

MacMillan,  John  Hugh  III  and  family 

134 

Hillsboro  Beach,  Fla. 

64 

560 

Inheritance 

MacMillan,  W.  Duncan  and  family 

134 

Wayzata,  Minn. 

63 

560 

Inheritance  (Cargill,  Inc.) 

MacMillan,  Whitney  and  family 

134 

Minneapolis 

64 

560 

Inheritance  (Cargill,  Inc.) 

Magness,  Bob  John 

148 

Englewood,  Colo. 

68 

640 

Telecommunications  Inc. 

Malkin,  Judd  David  ■ 

250 

Winnetka,  III. 

54 

Real  estate 

Malone,  Mary  Alice  Dorrance 

118 

Coatesville,  Pa. 

42 

1100 

Inheritance  (Campbell  Soup) 

Mandel,  Jack  N. 

174 

Shaker  Heights,  Ohio 

80 

400 

Premier  Industrial  Corp. 

Mandel,  Joseph  C. 

174 

Lyndhurst,  Ohio 

78 

400 

Premier  Industrial  Corp. 

Mandel,  Morton  L. 

174 

Shaker  Heights,  Ohio 

71 

400 

Premier  Industrial  Corp, 

Manoogian,  Richard  Alexander 

182 

Grosse  Pointe  Farms,  Mich. 

56 

380 

Masco 

Marcus,  Bernard* 

148 

Atlanta 

63 

675 

Home  Depot 

Marion,  Anne  Windfohr 

178 

Fort  Worth 

53 

400 

Inheritance 

Maritz,  William  Edward  and  family 

202 

;^t.  Louis 

63 

300 

Maritz  Inc. 

Markkula,  Armas  Clifford  Jr. 

192 

Woodside,  Calif. 

50 

320 

Apple  Computer 

Marriott  family 

232 

Washmgton,  D.C,  et  al. 

660 

Hotels,  food  service 

*  New  entry.     tV  Returnee.    ■  Dropout. 

t  Near  miss. 

.^^B 

fc 
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Name 

Page 

Residence 

Age 

Worth 
($mil) 

Primary  sources 

Mars,  Forrest  Edward  Jr. 

101 

McLean,  Va. 

61 

2250 

Candy 

Mars,  Forrest  Edward  Sr. 

101 

Las  Vegas 

80s 

2250 

Candy 

Mars,  John  Franklyn 

101 

Arlington,  Va. 

57 

2250 

Candy 

Marshall,  Barbara  Hall 

128 

Kansas  City,  Mo. 

69 

475 

Inheritance  (Hallmark  Cards) 

Marshall,  James  Howard  II 

155 

Houston 

87 

550 

Oil 

Mathile,  Clayton  Lee 

187 

Dayton,  Ohio 

51 

360 

lams  Co. 

May,  Cordelia  Scaife 

150 

Ligonier,  Pa. 

64 

600 

Inheritance 

May,  Irene  Sophie  du  Pont 

171 

Wilmington,  Del. 

91 

430 

Inheritance  (Du  Pont  Co.) 

May,  Peter 

152 

NYC 

49 

300 

Leveraged  buyouts 

McCaw,  Bruce  R. 

180 

Seattle 

46 

300 

McCaw  Cellular 

McCaw,  Craig  0. 

180 

Bellevue,  Wash. 

43 

390 

McCaw  Cellular 

McCaw,  John  EIroy  Jr. 

180 

Seattle 

41 

300 

McCaw  Cellular 

McCaw,  Keith  W. 

180 

Seattle 

39 

300 

McCaw  Cellular 

McClatchy  family 

232 

Sacramento  et  al. 

480 

Inheritance  (newspapers) 

McCulloch,  A.  Donald  Jr.  ■ 

251 

Bryn  Mawr,  Pa. 

45 

Diet  centers 

McEvoy,  Nan  Tuckert 

252 

San  Francisco 

73 

Publishing 

McGlothlin,  James  and  family 

189 

Bristol,  Tenn. 

52 

350 

Coal 

McGovern,  Patrick  Joseph 

174 

Nashua,  N.H. 

55 

400 

Publishing 

McGraw  family 

232 

NYC  et  al. 

550 

McGraw-Hill 

McLane,  Robert  Drayton  Jr. 

182 

Temple,  Tex. 

56 

380 

Food  wholesaling 

Mead  family 

233 

Wisconsin  Rapids,  Wis. 

660 

Consolidated  Papers 

Meijer  family 

233 

Grand  Rapids,  Mich.  etal. 

800 

Retailing 

Mellon  family 

233 

Pittsburgh  area 

5000 

Inheritance 

Mellon,  Paul 

124 

Upperville,  Va. 

85 

1000 

Inheritance 

Mellon,  Richard  ProsseriSr 

198 

Ligonier,  Pa. 

53 

300 

Inheritance 

Mellon,  Seward  Prossenii' 

198 

Ligonier,  Pa. 

50 

300 

Inheritance 

Mellon,  Timothy 

198 

Manchester,  N.H. 

50 

300 

Inheritance 

Mennen  family 

233 

Morristown,  N.J. 

730 

The  Mennen  Co. 

Meyer,  August  Christopher  Sr.  ■ 

250 

Champaign,  III. 

deceased 

Broadcasting 

Milbury,  Cassandra  Mellon-i> 

198 

Ligonier,  Pa. 

52 

300 

Inheritance 

Milken,  Lowell  Jay  and  familyA- 

189 

Los  Angeles 

43 

275 

Financier 

Milken,  Michael  Robert  and  family 

189 

Dublin,  Calif. 

46 

350 

Financier 

Milliken,  Gerrish  Hill  and  family 

144 

Greenwich,  Conn. 

75 

410 

Textiles 

Milliken,  Minot  King  and  family 

144 

NYC 

76 

410 

Textiles 

Milliken,  Roger  and  family 

144 

Spartanburg,  S.C. 

76 

725 

Textiles 

Mills,  Alice  Francis  du  Pont  and  family 

187 

Middleburg,  Va. 

79 

350 

Inheritance  (Du  Pont  Co.) 

Mitchell,  George  Phydias 

158 

Houston 

73 

530 

Oil  and  gas 

Monaghan,  Thomas  Stephen 

156 

AiMi  Arbor,  Mich. 

55 

550 

Pizza 

Moncrief,  William  Alvin  Jr.  (Tex) 

200 

Fort  Worth 

72 

300 

Oil 

Moody,  Robert  Lee  and  family 

158 

Galveston,  Tex. 

57 

530 

American  National  Insurance 

Moore,  Gordon  Earle 

145 

Santa  Clara  County,  Calif. 

63 

680 

Intel  Corp 

Moore,  Jerry  J. 

166 

Houston 

64 

500 

Shopping  centers 

Moores,  John  Jay 

172 

Sugar  Land,  Tex. 

48 

415 

BMC  Software 

Moran,  James  Martin 

144 

Hillsboro  Beach,  Fla. 

74 

700 

Toyota 

Morris,  William. Shivers  III  ■ 

251 

Augusta,  Ga. 

58 

Newspapers 

Murdoch,  Keith  Rupert 

98 

NYC 

61 

2600 

Publishing 

Murdock,  David  Howard 

127 

Bel  Air,  Calif. 

69 

1000 

Investments 

Murphy  family 

233 

El  Dorado,  Ark. 

500 

Oil 

N 

Naify,  Marshalli^ 

166 

San  Francisco 

72 

345 

Tele-Communications 

Naify,  Robert  Allen 

166 

San  Fransisco 

70 

495 

Tele-Communications 

Nielsen,  Arthur  Charles  Jr.  and  familyt 

252 

Winnetka,  III 

73 

A.C.  Nielsen  Co. 

Newhouse,  Donald  Edward 

93 

NYC 

63 

3500 

Publishing 

Newhouse,  Samuel  Irving  Jr. 

93 

NYC 

64 

3500 

Publishing 

Noorda,  Raymond  i.if 

137 

Provo,  Utah 

68 

800 

Novell,  Inc. 

Nordstrom  family 

233 

Seattle 

970 

Retailing 

Norris  family 

234 

Marshalltown,  Iowa  origin 

500 

Lennox  International 

Norris,  Diana  Strawbridge 

142 

Palm  Beach,  Fla. 

53 

340 

Inheritance  (Campbell  Soup) 

♦  New entry.     ■;>  Returnee.    "Dropout. 

t  Near  miss. 
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THE  FORBES  FOUR  HONORED 


Name 

Page 

Residence 

Age 

Worth 
($mil) 

Primary  sources 

0 

O'Connor  family 

234 

Victoria,  Tex. 

500 

Inheritance 

O'Neill,  Richard  Jerome 

207 

San  Juan  Capistrano,  Calif. 

69 

275 

Inheritance  (real  estate) 

P 

Packard,  David 

106 

Los  Altos  Hills,  Calif. 

< 

80 

1800 

Hewlett-Packard 

Pamplin,  Robert  Boisseau  Jr.  -k 

196 

Portland,  Ore. 

50 

300 

Textiles 

Pamplin,  Robert  Boisseau  Sr. 

196 

Portland,  Ore. 

80 

300 

Textiles 

Park,  Roy  Hampton 

158 

Ithaca,  N.Y. 

82 

525 

Park  Communications 

Parker,  Jack  and  family 

297 

NYC 

77 

275 

Real  estate 

Pearson,  Edith  du  Pont  and  family 

194 

Montchanin,  Del. 

80 

300 

Inheritance  (Du  Pont  Co.) 

Peery,  Richard  Taylor 

188 

Palo  Alto,  Calif. 

52 

350 

Real  estate 

Peltz,  Nelson 

152 

Palm  Beach,  Fla. 

50 

600 

Leveraged  buyouts 

Pennington,  Claude  B.  (Doc)  and  family 

205 

Baton  Rouge,  La. 

92 

300 

Oil 

Pennington,  William  Norman 

155 

Reno,  Nev. 

69 

430 

Circus  Circus  Enterprises 

Perdue,  Franklin  Parsonsii:^ 

201 

Salisbury,  Md. 

72 

300 

Perdue  Farms 

Perelman,  Ronald  Owen 

94 

NYC 

49 

2900 

Leveraged  buyouts 

Perenchio,  Andrew  Jerrold 

138 

Bel  Air,  Calif. 

61 

765 

Television 

Perot,  Henry  Ross 

100 

Dallas 

62 

2400 

Electronic  data  management 

Perry,  Claire  Eugenia  Getty 

182 

Laguna  Beach,  Calif. 

38 

380 

Inheritance  (oil) 

Petersen,  Robert  Einar 

192 

Beverly  Hills 

66 

325 

Publishing 

Petrie,  Milton 

121 

Southampton,  N.Y. 

90 

1000 

Petrie  Stores 

Pew  family 

234 

Philadelphia  origin 

440 

Inheritance  (Sun  Oil  Co.) 

Phipps  family 

234 

Pittsburgh  origin 

2500 

Inheritance  (steel) 

Pictet,  Marion  MacMillan  and  family 

134 

Hamilton  Beach,  Bermuda 

59 

560 

Inheritance  (Cargill,  Inc.) 

Pigott  family 

234 

Seattle  origin 

710 

Inheritance  (Paccar,  Inc.) 

Pitcairn  family 

234 

Bryn  Athyn,  Pa.  et  al. 

950 

Inheritance  (PPG  Industries) 

Pohlad,  Carl  Ray 

138 

Minneapolis 

77 

765 

MEI  Corp. 

Price,  Sol  ■ 

251 

La  Jolla,  Calif. 

76 

Price  Co. 

Pritzker,  Jay  Arthur 

106 

Chicago 

70 

1700 

Financier 

Pritzker,  Robert  Alan 

106 

Chicago 

66 

1700 

Financier 

Pulitzer  family 

234 

St.  Louis  et  al. 

620 

Inheritance  (publishing) 

R 

Rangos,  John  G.  Sr.  ■ 

251 

Pittsburgh 

63 

Waste  management 

Rainwater,  Richard 

180 

Fort  Worth 

48 

390 

Investments 

Redstone,  Sumner  Murray 

94 

Newton  Centre,  Mass. 

69 

3250 

Movie  theaters                         ^^M 
Lumber,  paper                          ^^^ 

Reed  family 

236 

Seattle  et  al. 

900 

Reid,  Elizabeth  Ann 

128 

Denton,  Tex. 

69 

475 

Inheritance  (Hallmark  Cards) 

Reinhart,  Dewayne  B. 

182 

La  Crosse,  Wis. 

72 

390 

Food  wholesaler                        ^^m 

Resnick,  Burton  Paul  ■ 

251 

NYC,  Rye,  N.Y. 

55 

Real  estate                              ^H 

Reynolds,  Donald  Worthington 

130 

Las  Vegas 

86 

950 

Publishing                                i^H 

Rhoads,  D.  Dean  ■ 

251 

N.  Palm  Beach,  Fla. 

65 

Industrialist                              ^^| 

Rich,  Marc 

136 

Zug,  Switzerland 

57 

800 

Commodities  trader                   f|H 

Rich,  Robert  Edward  Sr. 

163 

Buffalo,  N.Y. 

79 

500 

Food  products                              ^^ 

Richardson  family 

236 

Greensboro,  N.C.  et  al. 

765 

Inheritance  (Richardson-Vicks)           j 

Riggio,  Leonardt 

252 

NYC 

51 

Book  stores 

Rinker,  Marshall  Edison  (Doc)  Sr. 

200 

Palm  Beach,  Fla. 

87 

300 

Concrete 

Roberts,  George  R. 

158 

San  Francisco 

49 

500 

Leveraged  buyouts 

Robinson,  Jesse  Mack  and  family 

186 

Atlanta 

69 

365 

Banking 

Rockefeller  (John  D.)  family 

236 

NYC  et  al. 

5500 

Inheritance  (oil) 

Rockefeller,  David  Sr.  and  family 

118 

NYC 

77 

1100 

Inheritance 

Rockefeller,  Laurance  Spelman  and  family 

124 

NYC 

82 

1000 

Inheritance 

Rockefeller,  Winthrop  Paul 

128 

Morrilton,  Ark. 

43 

950 

Inheritance 

Rollins  family 

236 

Atlanta;  Wilmington 

400 

Inheritance 

Rollins,  John  W.  Sr.t 

252 

Greenville,  Del. 

76 

Entrepreneur 

Rollins,  Orville  Wayne  ■ 

250 

Baltimore 

deceased 

Rollins  Inc. 

Rose  family 

236 

NYC  et  al. 

400 

Real  estate 

*  New  entry.     i3r  Returnee.     ■  Dropout. 

t  Near  miss. 

266 


Forbes  400  ■  October  19,  1992 


Views  From 

Hillsdale 

College 


Does  It  Matter  Who  Wins 
the  Next  Election? 


Does  it  matter  who  wins  the  next  election?  This  may 
seem  like  an  easy  question  to  answer:  of  course  we're  all 
concerned  about  who  will  lead  the  Congress  and  the 
Presidency  for  the  next  four  years. 

The  1992  elections  are  on  everyone's  mind  and  lots  of 
politicians  are  running  scared.  Why?  Because  millions  of 
Americans  are  fed  up:  fed  up  with  the  federal  bureaucracy,  fed 
up  with  the  500-plus  members  of  Congress  and  their  32,000 
unelected  staffers,  fed  up  with  a  failing  educational  system, 
fed  up  with  higher  taxes,  fed  up,  in  short,  with  just  about 
everything  that  emanates  from  Washington,  D.C. 

Up  until  now,  even  though  it  was  rife  with  scandal. 
Congress  could  be  assured  of  perpetual  incumbency,  with  the 
Senate  re-election  rate  at  85%  and  the  House  at  98%.  But 
many  members  face  certain  defeat  at  the  polls  in  November 
and  many  have  decided  not  to  run  again.  And  the  Presidential 
race  will  be  just  that-a  real  race. 

It  is  important  to  note  that  most  of  the  candidates  are 
promising  not  less  government,  but  "government  that  works." 

They've  missed  the  point:  What  Americans  want  is  less 
government.  Our  Founding  Fathers  knew  that,  unless 
stopped,  government  always  tends  to  grow  in  size  and  power. 
Without  strong  limits,  it  is  a  threat  to  our  liberty. 

Certainly,  it  matters  who  wins  the  next  election,  but  what 
matters  even  more  is  that  we  elect  men  and  women  dedicated 
to  restoring  limits  on  government 


Hillsdale  College  has  long  practiced  what  it  preaches. 
We  enrolled  women  and  minorities  nearly  two  decades 
before  the  Civil  War.  We  have  never  accepted  one  cent  of 
federal  funds  because  federal  funds  invariably  mean  federal 
control.  We  fund  students  with  aid  from  private  sources. 

Over  the  last  20  years,  we  have  sponsored  over  2000  on 
and  off  campus  lectures  on  national  issues.  From  these,  we 
select  challenging  speeches  and  publish  them  in  our  monthly 
digest,  IMPRIMIS,  which  means  "in  the  first  place."  This  is 
the  largest  publication  of  its  kind,  with 
circulation  fast  approaching  half  a 
million. 

IMPRIMIS  IS  F/?££  TO 
ANYONE  WHO  REQUESTS  A 
SUBSCRIPTION-NO  STRINGS 
ATTACHED,  NO  OBLIGATION. 
It's  our  way  of  extending  Hillsdale's 
educational  mission  to  a  national 
audience.  Please  call  or  write  today. 


Dr.  George  Roche 
President,  Hillsdale  College 


Interested  in  the  war  of  ideas?  IMPRIMIS  features 
original  articles  by  Ronald  Reagan,  Charlton  Heston, 
William  F.  Buckley,  Jr.,  Jeane  Kirkpatrick,  Thomas 
Sowell,  Malcolm  Forbes,  Jr.,  Lynne  Cheney,  Tom  Wolfe, 
and  hundreds  more.  Receive  IMPRIMIS /r^e  every 
month.  Mail  this  coupon  to  IMPRIMIS,  Dept.  FB-9, 
Hillsdale  College,  Hillsdale,  MI  49242. 

Or  call  toll-free:  1-800-535-0860 


Above  address  is:      Q  Home       Q  Office 


Hillsdale 

L>OLLEGE 


IHfc  rUKBtS  rUUK  HUNUKtU 


Name 

Page 

Residence 

Age 

Worth 
($mil) 

Primary  sources 

Rosenberg,  Ruth  Blaustein  ■ 

250 

Atlanta 

deceased 

Inheritance  (oil) 

Rosenwald  family 

236 

NYC  et  al. 

450 

Inheritance  (Sears,  Roebuck) 

Rowling,  Reese  Mcintosh  and  family 

163 

Corpus  Christi,  Tex. 

64 

500 

Oil  and  gas 

Rudin  family 

236 

NYC 

500 

Inheritance  (real  estate) 

Rudin,  Jack  ■ 

251 

NYC 

68  c 

Inheritance  (real  estate) 

Rudin,  Lewis  ■ 

251 

NYC 

'      65 

Inheritance  (real  estate) 

Russell  family 

238 

Alexander  City,  Ala. 

465 

Athletic  wear 

Rust,  Eleanor  Francis  du  Pont 

171 

Thomasville,  Ga. 

85 

430 

Inheritance  (Du  Pont  Co.) 

Ryan,  Patrick  George 

172 

Chicago 

55 

410 

Insurance 

S 

Sakioka,  Katsumasa  (Roy)  and  family 

191 

Costa  Mesa,  Calif. 

93 

350 

Real  estate 

Sammons  family 

238 

Dallas 

600 

Inheritance  (broadcasting) 

Sarofim,  Fayez  Shalaby 

150 

Houston 

63 

600 

Money  mangement 

Saul,  B.  Francis  II 

200 

Chevy  Chase,  Md. 

60 

300 

Inheritance 

Scaife,  Richard  Mellon 

142 

Pittsburgh 

60 

750 

Inheritance 

Scharbauer,  Clarence  Jr. 

182 

Midland,  Tex. 

67 

375 

Inheritance  (oil,  land) 

Schwan,  Marvin  Maynard 

126 

Sioux  Falls,  S.D. 

63 

1000 

Ice  cream 

Scripps  (E.W.)  family 

238 

Cincinnati  origin 

1600 

Inheritance  (newspapers) 

Scripps  (J.E.)  family 

238 

Detroit  et  al. 

880 

Inheritance  (newspapers) 

Searie,  Daniel  Crowi> 

201 

Winnetka,  III. 

66 

300 

G.D.  Searle  &  Co. 

Searle,  William  Louis'^ 

201 

Lake  Forest,  III. 

64 

300 

G.D.  Searle  &  Co. 

Segerstrom  family 

238 

Orange  County,  Calif. 

400 

Real  estate 

Sharp,  Peter  Jay  ■ 

250 

Edgartown,  Mass. 

deceased 

Real  estate 

Shorenstein,  Walter  Herbert 

182 

San  Francisco 

77 

375 

Real  estate 

Silliman,  Mariana  du  Pont 

171 

Montchanin,  Del. 

81 

430 

Inheritance  (Du  Pont  Co.) 

Simmons,  Harold  Clark 

134 

Dallas 

61 

900 

Investments 

Simmons,  Richard  Paul^ 

193 

Sewickley,  Pa. 

61 

315 

Allegheny  Ludlum 

Simon,  Melvin 

205 

Indianapolis 

66 

300 

Shopping  centers 

Simon,  William  Edward 

208 

New  Vernon,  N.J. 

64 

275 

Leveraged  buyouts 

Simplot,  John  Richard  and  family 

155 

Boise,  Idaho 

83 

550 

Potatoes 

Singleton,  Henry  Earl 

156 

Los  Angeles 

75 

545 

Teledyne 

Skaggs,  Leonard  Samuel  Jr. 

170 

Salt  Lake  City 

69 

455 

American  Stores 

Slavik,  James  Donald  ■ 

251 

Irvine,  Calif. 

40 

W.W.  Grainger 

Smart,  Richard  Palmer  Kaleioku  ■!     251 

,252 

Honolulu 

79 

Inheritance 

Smith  (Charles  E.)  family 

240 

Washington,  D.C. 

600 

Real  estate 

Smith,  Delford  Michael  ■ 

251 

McMinnville,  Ore. 

61 

Air  carriers 

Smith  family 

238 

Chicago  origin 

1400 

Illinois  Tool  Works 

Smith,  Richard  Alan 

154 

Chestnut  Hill,  Mass. 

67 

575 

General  Cinema  Corp. 

Solheim,  Karsten* 

170 

Phoenix 

81 

450 

Golf  clubs 

Solomon,  Russell 

189 

Sacramento 

67 

350 

Tower  Records 

Solow,  Sheldon  Henry 

192 

NYC 

64 

330 

Real  estate 

Sommer,  Viola 

179 

NYC 

71 

400 

Inheritance  (real  estate) 

Sorenbon,  James  LeVoy 

137 

Salt  Lake  City 

71 

800 

Medical  devices 

Soros,  George 

138 

NYC 

62 

785 

Money  manager 

Spangler,  Clemmie  Dixon  Jr.  and  family 

180 

Chapel  Hill,  N.C. 

60 

390 

Investments 

Spanos,  Alexander  Gus 

179 

Stockton,  Calif. 

69 

400 

Real  estate 

Spelling,  Aaron 

201 

Holmby  Hills,  Calif. 

69 

300 

Television 

Stahl,  Stanley  Irving  ■ 

251 

NYC 

68 

Real  estate 

Steinberg,  Saul  Philip 

200 

NYC 

53 

300 

Financier 

Stempel,  Ernest  E. 

156 

Hamilton,  Bermuda 

76 

300 

American  International  Group 

Stephens,  Jackson  Thomas  and  family 

170 

Little  Rock,  Ark. 

69 

455 

Investment  banking 

Stephens,  Wilton  Robert  ■ 

250 

Little  Rock,  Ark. 

deceased 

Investment  banking 

Stern,  Leonard  Norman 

137 

NYC 

54 

800 

Pet  supplies 

Strawbridge,  George  Jr.  "t                251 

,252 

Chester  County,  Pa. 

55 

Inheritance  (Campbell  Soup) 

Stryker  family 

240 

Kalamazoo,  Mich. 

445 

Medical  supplies 

Stuart  family 

240 

Los  Angeles,  et  al. 

800 

Inheritance  (Carnation  Co.) 

Sulzberger  family 

240 

NYC 

475 

New  York  Times 

Swig  family                                             240 
*  New  entry.     i3r  f  leturnee.     ■  Dropout. 

San  Francisco 

450 

Real  estate 

t  Near  miss. 

1 
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More  people  buy  a  Packard  Bell 
computer  than  any  other  PC  "compatible.* 

Why  is  that? 


Could  be  that  with  so  many  systems 

to  choose  from,  Packard  Bell  makes  it 

easier  for  people  to  find  the  combination 

of  features,  capabilities,  and  price  that's 

just  right  for  them. 
Could  be  that  people  appreciate  having 
all  the  operating  software  factory- 
loaded...  including  Windows™  There's 
even  a  complete,  graphic,  interactive 
tutorial  for  those  who  have  never 
used  a  computer  before. 
Packard  Bell's  dedication  to  providing 


customer  support  to  users  all  over  the 
world  probably  has  a  lot  to  do  with  it. 
It  just  might  be  that  someone  they  know 
has  a  Packard  Bell  computer  and  has 
raved  about  it.  Just  might  be  all  of 
the  above.  Probably  is.  It's  all  why 
America's  at  work  with  Packard  Bell. 

PACKARD  BELL  ^ 

America  grew  up  listening  to  us.  It  still  does. 

9425  Canoga  Avenue,  Chatsworth,  CA  91311 
1-818-886-0400 

System  shown  is  the  Packard  Bell  486DX2/50 


'^IS'?'?!! 


-osAnqeles        Toronto        London        Munich        Milan        Tokvo        Amsterdam        Paris        Hona  Kona        Tel  Aviv        Madrid 


3m 
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($mil) 


Taper,  Sydney  Marl(  and  family 

189 

Beverly  Hills 

91 

350 

First  Charter  Financial  Corp. 

Tauber,  Laszio  Nandor 

166 

Potomac,  Md. 

77 

500 

Real  estate 

Taubman,  Adolph  Alfred 

179 

Bloomfield  Hills,  Mich. 

67 

400 

Real  estate 

Taylor  family 

242 

Boston  origin 

< 

480 

Inheritance  (publishing) 

Taylor,  Jack  Crawford 

174 

St.  Louis 

'        70 

400 

Auto  rental 

Temple  family 

242 

Diboll,  Tex.  origin 

860 

Inheritance  (timber) 

Terra,  Daniel  James 

171 

Chicago 

81 

445 

Lawter  International 

Thalheimer,  Louis  ■ 

251 

Baltimore 

48 

Inheritance  (oil) 

Thome,  Oakleigh  Blakeman 

207 

Millbrook,  N.Y. 

60 

280 

Commerce  Clearing  House 

Tisch,  Laurence  Alan 

113 

NYC 

69 

1400 

Loews  Corp. 

Tisch,  Preston  Robert 

113 

NYC 

66 

1400 

Loews  Corp. 

Turner  family 

242 

Columbus,  Ga.  origin 

800 

Real  estate,  sports  apparel 

Turner,  Robert  Edward  (Ted)  III 

104 

Roswell,  Ga. 

54 

1900 

Turner  Broadcasting  System 

Tyson,  Barbara 

138 

Fayetteville,  Ark. 

43 

600 

Tyson  Foods 

m 

Tyson,  Donald  John 

138 

Springdale,  Ark. 

62 

790 

Tyson  Foods 

u 

Ueltschi,  Albert  Lee 

166 

Irving,  Tex= 

75 

495 

FlightSafety  International 

Unanue  family 

242 

Secaucus,  N.J.  at  al. 

400 

Goya  Foods 

Upjohn  family 

242 

Kalamazoo,  Mich,  et  al. 

960 

Inheritance  (Upjohn  Co.) 

V 

M 

Van  Andel,  Jay 

100 

Ada,  Mich. 

68 

2500 

Amway 

Van  Beuren,  Hope  Hill 

142 

Newport,  R.I. 

58 

650 

Inheritance  (Campbell  Soup) 

Vogel,  Jacqueline  Mars 

101 

Bedminster,  N.J. 

52 

2250 

Candy 

W 

Wagner,  Cyril  Jr. 

188 

Midland,  Tex. 

58 

350 

Oil 

Walton,  Alice  L. 

93 

Rogers,  Ark. 

43 

5100 

Inheritance  (Wal-Mart  Stores) 

Walton,  Helena 

93 

Bentonville,  Ark. 

73 

5100 

Inheritance  (Wal-Mart  Stores) 

Walton,  James  Lawrence 

118 

Bentonville,  Ark. 

70 

1250 

Wal-Mart  Stores 

Walton,  Jim  C. 

93 

Bentonville,  Ark. 

44 

5100 

Inheritance  (Wal-Mart  Stores) 

Walton,  John  T. 

93 

San  Diego 

47 

5100 

Inheritance  (Wal-Mart  Stores) 

Walton,  S.  Robson 

93 

Bentonville,  Ark. 

48 

5100 

Inheritance  (Wal-Mart  Stores) 

Walton,  Samuel  Moore  ■ 

250 

Bentonville,  Ark. 

deceased 

Wal-Mart  Stores 

,-__, 

Ward,  Louis  Larrick 

179 

Kansas  City,  Mo. 

72 

400 

Russell  Stover  Candies 

ifl 

Washington,  Dennis 

150 

Missoula,  Mont. 

58 

600 

Entrepreneur 

■ 

Wasserman,  Lewis  Robert 

183 

Palm  Springs,  Calif. 

79 

370 

MCA 

n 

Watson  family 

242 

Southern  Calif,  origin 

450 

Real  estate 

Watson  (Thomas)  family 

243 

Armonk,  N.Y.  origin 

375 

International  Business  Machines 

Weber,  Charlotte  Colket 

142 

Ocala,  Fla. 

49 

650 

Inheritance  (Campbell  Soup) 

Wege  family 

230 

Grand  Rapids,  Mich. 

600 

Steelcase 

Weis,  Robert  Freeman 

191 

Sunbury,  Pa. 

73 

345 

Weis  Markets,  Inc. 

Weis,  Sigfried 

191 

Lewisburg,  Pa. 

76 

300 

Weis  Markets,  Inc. 

Wexner,  Bella  Cabakof 

180 

Columbus,  Ohio 

78 

395 

The  Limited,  Inc. 

^ra 

Wexner,  Leslie  Herbert 

104 

New  Albany,  Ohio 

55 

1800 

The  Limited,  Inc. 

Weyerhaeuser  family 

243 

St.  Paul;  Tacoma  et  al. 

980 

Inheritance  (timber) 

Whitney,  Betsey  Cushing  Roosevelt 

142 

Manhasset,  N.Y. 

84 

750 

Inheritance 

Whittier  family 

243 

Southern  Calif. 

700 

Inheritance  (oil) 

Wirtz  family 

243 

Chicago  origin 

550 

Inheritance  (real  estate) 

Wolfe  family 

243 

Columbus,  Ohio  et  al. 

410 

Inheritance  (newspapers) 

» \j^ 

Wrigley,  William 

128 

Lake  Geneva,  Wis. 

59 

965 

Wrigley's 

u 

Y 

m 

Yates  family 

243 

Artesia,  N.M. 

600 

Oil 

'  Z 
Zell,  Samuel 

172 

Chicago 

51 

425 

Real  estate 

1 

Ziff,  William  Bernard  Jr. 

116 

Manalapan,  Fla. 

62 

1300 

Publishing 

■ 
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NOW  READY 


THE  3-VQLUME  SET  OF 

Forbes  Thoughts  on  the  Business  of  Life 


The  three-volume  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  opens  up  a 
browser's  heaven.  Each  and  every 
thought  strikes  a  spark  of  plea- 
sure by  its  originality  and  felicity  of 
expression.  The  range  is  virtually 
limitless.  There  are  gems  on  Early 
Rising,  Economists  and  Eternity. 
The  selection  is  equally  sparkling 
on  Manufacture,  Meddling,  and 
Men  Of  The  World.  It  offers  pure 
gold  on  Wage  Structure,  Wine, 
and  Worry.  Contributors  range 
from  the  earliest  thinkers  to  the 
present  day. 

The  three-volume  set,  printed 
on  fine  quality  stock,  bound  in  blue 
cloth  and  housed  in  a  handsome 
matching  slipcase,  is  the  quintes- 
sential bejdside  companion  with 


over  10,000  meticulously  culled 
quotes  from  the  world's  greatest 
authors. 

The  set  also  makes  an  ideal 
holiday  or  birthday  gift  for  business 
associates,  friends  and  those 
hard-to-please  colleagues  on 
your  list.  It  is  a  pleasure  to  read, 
whether  you  choose  to  sample  a 
random  few  inspirational 
•thoughts  at  a  time  or  to  pursue  a 
more  charted  course  with  the  aid 
of  both  subject  and  author  indexes. 

When  so  many  choices  in  busi- 
ness gifts  wear  out  their  welcome 
instantly,  the  three-volume 
"Thoughts"  will  surely  be  cher- 
ished for  a  lifetime.  The  cost  in- 
cluding slipcase  and  shipping  is 
$49.50.  To  receive  your  edition 
or  send  it  as  a  gift,  simply  fill  out  and 


return  the  coupon  below.  The 
company  of  the  greatest  writers 
and  thinkers  awaits. 

□  binding  in  green  cloth  with 
gold  imprint 

□  green  cloth  slipcase  to 
match  binding  at  no  additonal 
charge 

□  indexed  by  author  and  sub- 
ject 

□  authors  span  whole  range 
of  civilization  from  classical 
Greece  to  our  own  times 

□  over  1 ,500  pages,  over 
10,000  quotations 

□  Ready  now.  Copies  will  be 
shipped  as  soon  as  your  order  is 
received. 


THE  ONE  VOLUME 
EDITION 

For  those  who  may  wish 

to  take  "Thoughts"  on 

their  travels,  a  single  volume 

editicm  containing  about 

a  third  of  the  material 

in  529  pages  is  also 

available.  Please  check 

the  appropriate  box  on 

the  order  form. 


Forbes  Books,  P.O.  Box  11234,  Des  Moines,  lA  50340 

Reserve  my  set  of  the  new  3-volunne  set  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  complete  in  matching  slipcase  for 
just  $49.50.  Ship  to  the  address  shown. 


n  Check  enclosed 


Name 


(please  print) 


Address 


Apt.  # 


n  Charge  my  credit  card 

□  AmEx 

D  MasterCard 

nVisa 

No 

Exp.  Date 


City  State  Zip 

D  Please  send  the  one  volume  edition  instead.  Price  $19.50  includes  shipping  and  handling. 

Please  add  sales  tax  in  New  York  State  and  other  states  where  applicable. 
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COMPUTERS/COMMUNICATIONS 


What  does  it  take  to  become  a  software  tycoon?  Both 
less  and  more  than  you  might  think. 

Nerds,  not 


:5> 


_        k 


1  pi^ 


1^1 


By  Kathleen  K.  Wiegner 


"I  HAD  MY  HEAD  stuck  in  a  book.  I  was 
very  self-absorbed." 

Thus  does  48 -year-old  Peter  Nor- 
ton, creator  of  the  wildly  successful 
Norton  Utilities  software  program, 
describe  himself  as  a  high  school  stu- 
dent. The  description  tends  to  con- 
firm the  image  many  people  have  of 
successful  software  entrepreneurs — 
that  they're  social  incompetents  who 
would  rather  spend  long  nights  with 
their  computers  than  take  in  a  football 
game,  say,  or  go  out  on  a  date.  In  a 
word,  they're  nerds.* 

Syndicated  cartoonist  Berkeley 
Breathed's  comic  strip  antihero  Bach- 
elor Tycoon  reinforces  this  popular 
stereotype  in  some  400  newspapers 
across  the  country.  Tycoon,  founder 
of  Micro-Squish  Inc.,  has  bad  skin, 
bad  clothes,  thick  glasses  and  a  micro- 
chip tattooed  on  his  stomach.  Not 
surprisingly,  "the  richest  guy  on  the 
planet"  (who  looks  suspiciously  like 
Microsoft's  Bill  Gates)  has  a  hard  time 
getting  a  date  for  Friday  night  until  he 


*  According  to  the  Barnhart  Dictionary  of 
Etymology,  "nerd"  entered  the  language  in  1965. 
Slang  used  in  California  hotrodding  and 
surfing  circles,  it  meant  foolish,  stupid,  uncool; 
the  word  may  have  originated  from  "nert,"  a 
1940s  slang  word  for  nut.  How  or  why  nerd  was 
applied  to  the  computer  set  is  a  mystery. 


offers   to   buy 
the    girl    Norway. 
("But  no  kissing,"  she 
insists.^ 

The  stereotype  is,  of  course, 
ridiculous.  Like  accomplished  people 
from  all  walks  of  life,  successful  soft- 
ware entrepreneurs  live  extremely  var- 
ied lives. 

Alan  Ashton,  cofounder  of  Word- 
Perfect Corp.,  is  a  devout  Mormon 
who  has  12  children  (including  one 
foster  child)  and  is  a  crack  tennis 
player.  Philippe  Kahn,  founder  of 
Borland  International,  is  married  to 
an  artist,  has  three  children,  plays 
piano,  the  flute  and  jazz  saxophone 
and  plays  in  a  group  called  the  Turbo 
Jazz  Band. 

Lawrence  Ellison,  founder  of  Ora- 
cle Corp.,  has  been  married  three 
times.  Paul  Allen,  Microsoft's  co- 
founder,  is  into  basketball  and  bought 
the  National  Basketball  Association's 
Portland  Trail  Blazers;  Allen  will  have 
his  own  full-size  practice  court  at  the 
$30  million  house  he  is  building  near 
Seatde  (seep.  40). 

Roger  Covey,  founder  of  System 
Software,  travels  extensively  in  China 
and  pursues  Asian  studies  at  the  Uni- 
versity of  Chicago.  Peter  Norton  col- 
lects art,  promotes  Los  Angeles-area 


artists  and  serves  on  museum  boards. 
The  childhood  dream  of  Novell  Inc. 
Chairman  Raymond  Noorda,  who  at 
age  68  is  the  industry's  old-timer  and 
one  of  its  richest  (see  p.  137),  was  to 
play  with  a  major- league  baseball 
team.  He  was  almost  recruited  by  the 
Cincinnati  Reds,  but  his  mother 
wanted  him  to  go  to  college  and 
refused  to  give  the  17-year-old 
Noorda  her  permission  to  play  big 
league  ball. 

What  of  bespectacled  William 
Gates?  He  is  into  fast  cars  and  tennis, 
and  has  shown  a  talent  for  making 
money  since  his  teenage  years. 

Nerds?  Hardly. 

If  bookishness  and  antisocial  be- 
havior aren't  common  denominators 
of  successful  software  entrepreneurs, 
what,  if  anything,  does  tie  them 
together? 

Increasingly,  one  answer  is:  money. 
As  the  economy  shifts  from  a  focus  on 
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tangible  wealth  to  a  focus  on  financial 
wealth  (to  use  author  George  Gilder's 
helpfial  classification — see  The  Forbes 
Four  Hundred,  1991),  the  software 
programmers  are  growing  wealthier 
as  owners  of  oil  wells,  real  estate  and 
other  hard  assets  are  growing  poorer. 

These  days  everyone  knows  Gates 
and  Allen  are  multibillionaires.  But 
less  well  known  is  that  below  their 
level  are  scores  of  software  entrepre- 
neurs worth  anywhere  from  a  few  tens 
of  millions  to  a  few  hundreds  of  mil- 
lions. Ray  Noorda  owns  Novell  stock 
worth  $800  million;  Larry  Ellison 
owns  Oracle  stock  worth  $575  mil- 
lion; Philippe  Kahn  has  Borland  In- 
ternational stock  worth  $50  million; 
Peter  Norton's  holding  in  Symantec 
Corp.  is  worth  more  than  $10  mil- 
lion; John  Moores'  BMC  Software 
stock  is  worth  $415  million;  Roger 
Covey's  stock  in  System  Software  is 
worth  $130  million — the  list  goes  on 
and  on. 

And  the  list  is  certain  to  grow  in  the 
years  ahead.  Says  John  Moores: 
"There  are  more  opportunities  [in 
software]  today  than  ever  before.  The 
best  is  yet  to  come." 

Here's  something  else  besides 
money  that  many  successful  software 
entrepreneurs  have  in  common:  an 
inbred  contempt  for  running  a  busi- 
ness based  on  what  professors  of  busi- 
ness teach. 

None  of  the  really  successfijl  soft- 
ware pioneers  has  an  M.B.A.  Philippe 
Kahn  does  not  think  this  is  an  acci- 
dent. "Basically,  U.S.  schools  of  busi- 
ness are  teaching  what  was  true  about 
managing  packaged  goods  companies 
of  the  1930s,"  says  Borland  Interna- 
tional founder  Kahn,  whose  universi- 
ty degree  is  in  math.  "You  cannot  run 
a  software  company  the  way  you  run  a 
soap  company." 

By  that  Kahn  means  that  managing 
a  software  company  is  like  managing  a 
rock  band  or  producing  a  movie: 
Rather  than  expect  your  workers  to 
punch  in  and  out  at  prescribed  times 
every  day,  to  a  great  extent  you've  got 
to  let  them  do  their  own  things. 

Some  of  the  wealthiest  software 
entrepreneucs — including  Bill  Gates, 
Paul  Allen  and  Larry  Ellison — never 
graduated  from  college.  Says  Ellison: 
"I  didn't  think  school  was  very  inter- 
esting. What  I  learned  about  program- 
ming in  college  I  learned  on  my  own." 


Much  more  important  than  formal 
education  was  an  early  hands-on  expo- 
sure to  computers.  "I  had  a  summer 
job  with  an  actuarial  firm,"  says  Peter 
Norton.  "The  second  summer  they 
showed  me  a  new  IBM  1620,  threw  the 
manual  at  me  and  said,  'Here  it  is.' 
Luckily  1  took  to  it  like  a  duck  to 
water."  Before  the  personal 
computer  came  along,  /'' 
most  kids  did  not 


encounter  a  computer  until  college  or 
when  working  for  a  corporation. 
"When  the  IBM  PC  came  out,  I  bought 
one,"  Norton  says.  "1  wrote  a  few 
experimental  programs,  including  the 
one  that  became  the  basis  for  Norton 
Utilities." 

Bruce  Bastian,  cofounder  with  Alan 

Ashton  of  WordPerfect,  was  a  music 

major  until   he  wandered 

into  Ashton's  office 
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one  day.  Bastian  wanted  to  use  a 
computer  to  help  automate  the  rou- 
tines of  the  Brigham  Young  Cougars 
marching  band,  of  which  lie  was  di- 
rector. Ashton,  then  head  of  the  com- 
puter science  department,  inspired 
him  to  switch  his  major  from  music  to 
computers. 

How  important  are  technical  pro- 
gramming skills.^  Bill  Gates  is  respect- 
ed for  his  technical  ability.  So  too 
Philippe  Kahn.  But  lots  of  program- 
mers could  code  rings  around  these 
two.  "I  wouldn't  hire  me  as  a  techni- 
cal person,"  quips  bmc  Software's 
Moores. 

Far  more  important  than  technical 
proficiency  has  been  an  ability  to  look 
at  the  rapidly  changing  world  of  com- 
puters and  see  with  a  flash  where  the 
fLiture  lies.  This  epiphany  happened 
to  Gates  in  1975,  when  he  saw  an 
article  about  the  first  personal  com- 
puter kit  in  Popular  Electronics.  Ac- 
cording to  the  article,  the  little  com- 
puter needed  soft^vare.  Gates  was  on 
his  way. 

Larry  Ellison's  golden  moment  oc- 
curred in  the  mid-1970s,  when  he 
read  a  research  paper  publicly  circulat- 
ed by  IBM  about  a  new  database  pro- 
gramming language  called  SQL.  He 
suddenly  realized  that  if  he  rewrote 
SQL  using  another  programming  lan- 
guage called  C,  he  could  more  quickly 
adapt  database  products  to  many  dif- 
ferent types  of  computers. 

Novell's  Ray  Noorda  didn't  rely  on 
programming  skill  at  all.  When 
Noorda  arrived  at  what  was  then 
called  Novell  Data  Systems  in  1983,  it 
was  a  floundering  three-year-old 
hardware  company  that  had  run 
through  more  presidents  than  anyone 
can  remember. 

Noorda,  who  had  helped  turn 
around  power  supply  system  maker 
Boschert  Inc.,  saw  that  Novell's  fij- 
ture  lay  not  in  its  hardware,  but  in  a 
nifty  piece  of  netvN'orking  soft^vare 
that  was  then  called  ShareNet  that  the 
struggling  company  had  developed 
almost  as  an  afterthought.  So  he 
dumped  the  hardware  and  put  the 
litde  company's  slender  resources  be- 
hind what  eventually  evolved  into 
NetWare. 

Today  NetWare  thoroughly  domi- 
nates the  networking  soft^vare  busi- 
ness. Novell's  market  value  has  octu- 
pled  since  1989. 
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Says  WordPerfect's  Ashton:  "The 
key  is  getting  an  idea  into  a  form  that 
will  make  it  available  for  the  commer- 
cial market."  Adds  Kahn:  "SoftA\'are 
success  comes  from  being  able  to 
leverage  one  good  idea.  What  made 
WordPerfect  was  exploiting  the  weak- 
ness of  WordStar  [a  predecessor  word, 
processing  program].  What  made  Mi- 
crosoft was  its  contract  with  IBM  [to 
produce  the  operating  system  for 
IBM's  PCs]." 

The  best  of  the  software  entrepre- 
neurs have  been  able  to  accumulate 
large  net  worths  in  record  time  in  part 
because  a  successful  software  business 
requires  litde  capital  to  start  and,  once 
started,  to  expand.  This  is  likely  to  be 
as  true  in  the  future  as  it  has  been  in 
the  past. 

"The  weird  thing  about  softAvare  is 
that  it  really  is  creating  something  out 
of  nothing,"  says  demibillionaire 
Larr>'  Ellison,  who  still  holds  26%  of 
Oracle  Corp.  "A  couple  of  program- 
mers really  can  start  in  their  garage.  In 
fact,  you  don't  even  need  a  garage." 

Indeed,  Roger  Covey,  now  37, 
wrote  the  program  that  became  the 
basis  for  System  Software  Associates 
at  his  mother's  kitchen  table. 

Because  few  venture  capitalists 
were  interested  in  fLinding  software 
companies  in  the  early  days,  many  of 
the     soft:^vare     entrepreneurs    were 


obliged  to  finance  their  companies 
themselves.  As  a  result,  they  have 
been  able  to  hold  on  to  large  chunks 
of  their  companies. 

Peter  Norton,  for  example,  began 
writing  articles  and  books  about  how- 
to  use  a  personal  computer  to  help 
keep  his  nascent  soft^vare  company 
afloat.  When  he  sold  the  company  to 
Symantec  Corp.  in  1990,  he  still 
owned  virtually  all  of  the  company 
and  thus  didn't  have  to  split  the  pro- 
ceeds ^\dth  any  partners  or  financial 
backers. 

Philippe  Kahn,  arriving  in  the  U.S. 
in  1982,  was  unable  to  get  a  job  with  a 
big  company  because  he  lacked  a 
green  card.  So  while  wTestling  with 
the  U.S.  immigration  service,  Kahn 
and  a  few  friends  developed  a  software 
program  called  Turbo  Pascal,  which 
could  be  used  to  develop  software  for 
personal  computers.  One  ad  in  Byte 
magazine  brought  in  100,000  orders 
in  the  first  30  days. 

Probably  because  of  all  the  atten- 
tion the  media  has  lavished  on  Bill 
Gates,  Paul  Allen  and  the  thousand  or 
so  young  millionaires  that  Microsoft 
has  created,  software  seems  to  be  a 
young  man's  (or  woman's)  game.  Yet 
Ray  Noorda  was  59  when  he  first 
came  to  Novell. 

When  asked  once  how  he  felt  in  the 
company  of  youngsters  like  Gates, 
Noorda  replied:  "Old  and  dumb." 
But  Noorda  has  clearly  put  Microsoft 
on  the  defensive  in  the  networking 
business  and  has  whipped  a  number  of 
startups  run  by  much  younger  men. 

Alan  Ashton  was  in  his  mid- 30s 
when  he  started  WordPerfect.  John 
Moores  was  36  when  he  founded  BMC 
Software. 

If  not  nerdishness,  an  M.B.A.  or 
youth,  what  does  it  take  to  succeed  in 
soft^vare?  The  same  thing  it  takes  to 
succeed  in  any  other  endeavor:  some 
raw  talent  combined  with  enthusi- 
asm, confidence  and  determination. 

"It  takes  creativity,  it  takes  pas- 
sion," says  Norton.  "You  don't  get  to 
greatness  by  financial  manipulation, 
but  by  a  passion,  a  belief,  that  what 
you  are  doing  is  important.  Generally, 
great  work  is  done  by  people  who  are 
driven  as  well  as  talented." 

Agrees  Oracle's  Larry  Ellison: 
"Passion  is  what  dominates  my  be- 
havior. Will  is  more  important  than 
intellect."  H 
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David  Potter,  CEO 
Source,  Inc. 


T'S  BEEN  OVER  10  years. 
But  I  remember  clearly  when 
.you  could  get  all  your  telephone 

equipment  support  from  a  single  company. 

Whatever  else  it  was,  it  sure  was  secure. 


But  in  the  90's,  the  manufacturers  are 
falling  all  over  each  other  to  get  out  of 
the  product  support  business.  Their  hot 
button  is  selling  new  equipment. 

So  who  do  you  call? 

Meet  your  new  phone  company:  SOURCE. 
And  welcome  back  the  security  of  added-value 
product  support. 

The  security  of  fast  parts  replacement.  All 

makes,  all  models  from  SOURCE'S  huge 
computer-tracked  inventory  of  over  25,000 
different  units. 

The  security  of  SOURCE  quality.  Millions 
invested  in  lab  facilities  and  technical  staff 


WhySO 
"  Snoiilc 

aName 

Rings  aBell 
withYou. 


TiK  Sourtf  SoJulion  to  Modtfn  TtlKoin  Maniqfmcfit 


Call  today  for  your  free  copy  of 
How  to  Save  the  Phones  in  the  90's. 

1*800*624'6348 


back  our  industry's  strongest 
warranty. 

The  security  of  SOURCE 
professionals.  On  hand  24  hours  to 
keep  your  system  up. 

All  that,  plus  Source's  objectivity 
that  comes  with  being  an  independent. 

It's  no  wonder  that  big  volume  telecom 
departments  and  service  companies  rely 
on  Source  inventory  and  barcoding  to 
save  on  warehousing  costs. 

Why  is  Source  doubling  in  size  every  three 
years?  Because  we  remember.  We  remember 
who  we're  in  business  to  serve. 


SO,  NOW  WE  CAN  all  forget  about  Ma.  Just 
you  remember  there's  only  one  SOURCE.  For  all 
the  bells  and  whistles. 


Save  the  Phones! 


® 
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PERSONAL  AFFAIRS 


EDira  BY  WILLIAM  6.  FLANAGAN 


What  do  older  Forbes  Four  Hundred  members  plan 
to  do  with  the  companies  that  made  them  wealthy?  A 
few  (reluctantly)  address  the  question. 

"It's  not  my 
favorite  topic" 


By  Julie  Pitta 

On  the  eve  of  his  80th  birthday, 
near- billionaire  Jack  Kent  Cooke  is 
finalizing  plans  on  a  new  stadium  for 
his  Washington  Redskins  football 
team.  Jack  Kent  Cooke  Stadium  at 
Potomac  Yard  will  ensure  he  is  re- 
membered long  after  he's  gone. 

But  Cooke's  not  interested  in  mere 
monuments.  He's  building  a  new  sta- 
dium because  it  means  more  revenue 
for  the  Redskins.  There  will  be 
23,000  more  seats  to  fill  than  at  the 
capital's  old  rfk  Stadium, 
where  the  team  currendy 
plays.  And  Cooke  fijUy  ex- 
pects to  be  around  when 
the  new  stadium  opens  in 
1994,  and  for  lots  of  sea- 
sons thereafter.  Dying  sim- 
ply doesn't  figure  into  his 
plans. 

Cooke  is  hardly  alone. 
Many  wealthy  people  share 
his  reluctance  to  think 
about  what  will  happen  to 
their  fortunes  after  they're 
gone,  says  William  S.  Elkus, 
president  of  Nathan  Todd 
&  Co.,  an  investment  advis- 
er based  in  Los  Angeles. 
Elkus  has  worked  with  lots 
of  folks  as  wealthy  as 
Cooke,  and  notes,  "People 
are  afraid  to  die,  to  talk 
about  dying  and  to  think 
about  dying. 

"You  see  it  manifested  in 
many  ways.  One  of  the 
most  destructive  is,  'If  I 
don't  plan  for  it,  it  won't 
happen.'  " 

But  happen  it  will,  of 
course.  And  here  are  some 
examples  of  how  some  old- 

276 


er  Forbes  Four  Hundred  members  are 
coping  with  the  ultimate  decision. 

Give  it  away  while  you  can 

Bernard  Gerald  Cantor  began  collect- 
ing art  in  1947,  two  years  after  start- 
ing his  brokerage  firm.  Today  Can- 
tor's paintings  and  Rodin  sculptures 
are  worth  an  estimated  $60  million  or 
more.  His  firm,  the  New  York- based 
specialized  international  brokerage, 
Cantor  Fitzgerald,  is  valued  at  about 


Bernard  Cantor,  75,  and  second  wife,  Iris,  53 

She  will  get  his  business,  but  handpicked  pros  will  run 


$270  million.  Cantor  owns  more  than 
70%  of  the  business. 

Cantor,  now  75,  owns  many  of  the 
casts  for  Rodin's  most  famous  sculp- 
tures, which  accounts  for  the  many 
donations  that  Cantor  has  made  over 
the  years — 430,  to  more  than  70  dif- 
ferent institutions.  "My  wife  and  I 
have  had  a  policy  of  giving  away 
things  while  we're  alive,"  he  says. 
"You  don't  get  any  pleasure  if  you 
give  it  away  after  you're  gone." 

But  Cantor  has  a  more  difficult 
time  letting  go  of  his  business.  There 
are  no  plans  to  sell  it,  he  says.  Instead, 
the  company  will  pass  to  Cantor's 
second  wife.  Iris,  53.  A  former  stock- 
broker, she  now  spends  much  of  her 
time  on  her  husband's  art  collection 
and  building  a  spectacular  new  home 
in  Bel  Air.  Although  she  will  be 
named  chairwoman,  she  is  unlikely  to 
play  an  active  role  at  her  husband's 
company. 

"I  don't  think  she  can  have  her 
hand  in  the  business  as  well  as  I  did," 
says  Bernie  Cantor.  "I'm  surround- 
ing her  with  plenty  of  people  who 
have  been  educated  by  me  and  under- 
stand my  thinking." 

Taxwise,  passing  a  busi- 
ness and  other  appreciated 
assets  to  a  younger  spouse 
makes  good  sense.  There  is 
no  estate  tax  due  until  the 
second  spouse  dies.  And 
capital  gains  taxes  can  be 
postponed  until  the  assets 
are  actually  sold. 

Such  calculations  no 
doubt  helped  Bernie  Can- 
tor decide  to  give  Iris  the 
business.  But  so,  too,  did 
his  concern  for  the  fiiture  of 
the  business.  Better  to  take 
a  chance  on  like-minded 
younger  colleagues  as  suc- 
cessors. Cantor  has  con- 
cluded, than  sell  Cantor 
Fitzgerald  to  an  emotional- 
ly detached  outsider. 

Keep       working,       keep 
laughing 

"I've  outlived  the  warranty 
on  this  body,"  jokes  Dean 
Lesher,  90,  chairman  of 
Lcsher  Communications,  a 
collection  of  23  northern 
It.  California  newspapers.  His 

estimated   worth   is   $300 
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million.  An  electric  scooter  transports 
Lesher  about  his  large  office  and  a 
nurse  sits  at  a  small  desk  outside  Lesh- 
er's  door.  Almost  a  year  ago  Lesher 
underwent  a  multiple  bypass  opera- 
tion. Still,  he  comes  to  work  three  to 
five  days  a  week  and  has  slowly 
worked  his  way  up  to  sometimes  put- 
ting in  nearly  full  days. 

Probably  feeling  frail  then,  Lesher 
shopped  his  papers  around  four  years 
ago.  There  were  lots  of  eager  takers. 
Lesher's  newspapers,  particularly  its 
flagship  Contra  Costa  Times,  are  in  a 
hot  market:  the  affluent  suburbs 
northeast  of  San  Francisco.  But 
Lesher  said  he  wanted  his  papers  to  go 
to  an  outfit  he  trusted  and  admired — 
he  approached  the  New  York  Times 
Co.,  Times  Mirror  Corp.,  Knight- 
Ridder,  Inc.  Any  of  them  would  likely 
have  met  his  steep  asking  price  of 
$400  million. 

But  then  Lesher  backed  out. 
"They're  not  for  sale  at  this  time," 
says  a  disappointed  Anthony  Bidder, 
Knight- Bidder's  president,  who  met 
with  him.  "Every  time  we  seem  to  be 
getting  close,  he's  decided  not  to  sell. 
He  decides  he's  not  ready.  What  he's 
said  to  me  is  that  if  he  could  figure  out 
how  to  do  it,  he  would  sell  them  the 
day  before  he  died." 

Lesher  now  says  he  talked  to  Bidder 
and  the  others  merely  to  see  what  his 
papers  were  worth. 

Without  a  sale,  the  newspapers  will 
almost  surely  go  to  Lesher's  second 
wife,  Margaret,  60,  a  vivacious  wom- 
an whose  main  involvement  with 
Lesher  Communications  has  been  to 
oversee  her  husband's  philanthropy. 
As  in  Iris  Cantor's  case,  Margaret 
Lesher  will  pay  no  taxes  on  the  prop- 
erties until  she  dies,  or  sells. 

Margaret  Lesher  says  she  will  hold 
on  to  her  husband's  newspapers. 
"There's  no  investment  that  has  the 
rate  of  return  that  this  one  does,"  she 
says.  She  concedes  her  husband,  a 
former  Kansas  City  lawyer  who 
bought  his  second  California  newspa- 
per in  1947  with  a  shrewd  eye  for  how 
the  then-desolate  region  would  de- 
velop, will  be  a  tough  act  to  follow. 
"We've  got  the  best  on  our  team — 
you  let  them  do  their  job,"  she  says. 
"But  you  must  never  lose  total  con- 
trol. It's  your  money  and  you  must 
always  have  your  hand  in  the  fiiture  of 
your  investment.   You   must  never 


hand  your  fijture  over." 

Can  the  created  create? 

"It's  extremely  difficult  to  hand  over  a 
creative  business,"  says  Mark  Good- 
son,  creator  of  television  game  shows 
What's  My  Line?,  Password  and,  more 
recendy.  Family  Feud.  "There  will  be 
problems  when  I  leave.  It's  not  my 
favorite  topic." 

Yet  Goodson,  77,  has  tried  to  map  a 
future  for  his  company  without  him. 
His  estimated  worth  is  $450  million 
or  more.  The  reins  will  be  handed 
over  to  his  47-year-old  son  Jonathan, 
a  Yale-educated  lawyer  who  has 
worked  for  Mark  Goodson  Produc- 
tions since  1974  and  now  runs  the 
company's  West  Coast  office — "his 
tide  is  'kid  in  charge,'  "  jokes  the 
senior  Goodson.  He  will  be  aided  by 
Goodson's  former  son-in-law  Jeremy 
Shamos,  another  lawyer  who  has  been 
v/^th  the  firm  since  1976  and  whom 
Goodson  calls  "the  consigliere." 


Dean  Lesher,  90, 
and  second  wife, 
Margaret,  60 
Decided  not  to 
sell  after  shopping 
his  newspapers 
around. 


This  is  not  to  say  that  Goodson  has 
retirement  on  his  mind.  "I'd  be  terri- 
ble in  retirement,"  he  says.  "Creating 
and  working  on  shows  keeps  me 
going." 

An  ominous  note:  Goodson  was  35 
years  old  when  he  started  What's  My 
Line?  Kid-in-charge  Jonathan  has  yet 
to  create  a  show. 

Planning  and  procrastination 

Laszlo  Tauber  is  resigned  to  the  fact 
that  he  may  have  to  sell  his  real  estate 
empire.  But  when.!"  Tauber's  son  is  a 
doctor,  and  his  daughter  is  a  psychol- 
ogist, but  neither  has  any  interest  in 
real  estate.  Tauber,  who  is  also  a 
physician,  does.  "You  can't  make 
money  through  honest  medicine,  so  I 
started  this  hobby,"  says  the  Hungar- 
ian emigre,  who  arrived  in  the  U.S.  in 
1947  with  littie  more  than  his  medical 
degree.  The  hobby  has  made  him  an 
estimated  $500  million,  as  he  has 
bought  cheap  property  in  the  suburbs 
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around  Washington,  D.C,  erected 
no-frills  office  buildings  and  leased 
them  to  the  U.S.  government  at  rents 
reflecting  his  low  overheads. 

Tauber,  77 ^  still  performs  surgery 
at  Jefferson  Hospital  in  Alexandria, 
Va.  (a  hospital  he  built).  He  has  said 
he  will  stop  practicing  medicine  this 
year.  He  also  says  he  would  like  to 
start  selling  his  real  estate  holdings, 
but  the  market  hasn't  cooperated. 
Don't  hold  your  breath.  "I  haven't 


$1  billion.  It  was  the  unexpected 
death  of  his  self-appointed  successor 
and  eldest  son,  Clarence,  who  man- 
aged the  company  in  much  the  way 
his  father  had.  "Both  R.C.  and  Clar- 
ence Hoiles  managed  by  sheer  force 
of  their  personalities,"  says  Robert 
Hardie,  the  husband  of  old  R.C.'s< 
daughter  Mary  Jane. 

The  founder's  second  son,  Harry 
Hoiles,  assumed  he  would  follow  his 
elder  brother.  But  other  members  of 


Gene  Autry,  85,  and  second  wife,  Jackie,  51 

"Everything  will  be  in  good  hands,"  he  says,  meaning  hers. 


sold  anything  at  this  time,"  says 
Tauber,  almost  apologetically.  "It's 
like  my  retirement,"  he  adds.  "I  was 
supposed  to  retire  from  medicine  in 
December  of  1990,  but  I  keep  post- 
poning it." 

If  the  price  is  right 

It  wasn't  the  death  of  founder  R.C. 
Hoiles  that  started  the  family  squab- 
ble over  Irvine,  Calif. -based  Freedom 
Newspapers,  a  string  of  mostly  small- 
town newspapers,  including  28  dai- 
hes,  and  five  TV  stations  worth  about 


the  family  thought  the  rigid  libertar- 
ian lacked  his  father's  pragmatism  and 
backed  Robert  Hardie,  71,  as  Free- 
dom Newspaper  Inc.'s  chairman. 
Harry  tried  to  buy  Hardie  out.  Re- 
buffed, he  then  took  his  family  to 
court  and  lost. 

Embittered,  now  76  and  ailing, 
Harry  drifted  away;  he  has  been  re- 
placed on  the  board  by  his  son,  Timo- 
thy. "There's  still  some  animosity, 
but  we're  trying  to  put  that  behind 
us,"  says  Timothy  Hoiles,  40.  "We 
all  have  to  do  what's  best  for  the 


business." 

Hardie  says  he  will  not  anoint  a 
successor  chairman.  Says  he,  prag- 
matically: "Anything's  for  sale  if  the 
price  is  right." 

"We'll  have  to  deal  with  the  losses" 

Gene  Autry,  the  singing  cowboy  who 
turned  85  in  September,  appears  to 
have  his  estate -planning  in  good 
shape.  "I've  come  to  the  conclusion 
that  ever^'thing  will  be  in  good 
hands,"  he  says.  "Things  will  be  run 
as  they  have  been  for  the  last  30  years, 
maybe  better.  Maybe  I'll  get  too  big- 
hearted  and  give  away  too  much." 

He's  referring  to  his  California  An- 
gels baseball  team,  which  until  recent- 
ly he  has  run  the  way  an  indulgent 
father  treats  a  favorite  child.  As  a 
result,  Autry's  team  lost  money 
through  much  of  the  Eighties. 

Jackie  Autry  is  Gene's  second  wife 
and  his  only  heir  (Autry  has  no  chil- 
dren). Unlike  her  husband,  51 -year- 
old  Jackie  is  devoid  of  sentiment  when 
it  comes  to  the  Angels.  "This  is  a 
business,"  she  says  of  the  team. 
"We're  going  to  have  to  deal  with  the 
losses." 

A  former  banker  who  handled  her 
husband's  accounts  before  their  mar- 
riage in  1981,  Jackie  Autry  likes  to 
downplay  her  role  as  her  frail  hus- 
band's surrogate.  But  talk  to  her  even 
briefly  and  it  becomes  obvious  that 
she  is  intimately  involved  not  only 
with  the  Angels  but  also  with  Autry's 
other  ventures — his  four  radio  sta- 
tions, his  hotel  and  music  publishing 
business,  all  of  which  give  the  Autrys  a 
net  worth  of  around  $315  million. 
She  is  also  director  of  the  Gene  Autr>' 
Foundation.  "I  think  of  Jackie  not 
only  as  Gene's  companion,  but  also  as 
a  business  person,"  says  Walter  J. 
Haas,  the  Levi  Strauss  descendant 
who  is  chief  executive  of  the  Oakland 
Athletics.  "She  has  become  a  higher- 
profile  owner  in  recent  years." 

At  some  point,  Autry's  assets  are 
supposed  to  go  to  the  Autry  Founda- 
tion. Until  then  they  will  be  managed 
by  Jackie  Autry. 

How  soon  will  she  sell?  Jackie  gets 
vague.  She  doesn't  seem  any  more 
anxious  to  let  go  than  C'ooke,  Fauber, 
Lesher,  Goodson,  Cantor,  Hardie, 
Autry  or  anyone  else  with  snow  on  the 
roof  but  a  fire — or  at  least  some  hot 
embers — in  the  belly.  ^ 
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A  fade  tnat  takes  five 
minutes  to  travel  2000  miles 
snouldnt  take  an  kour  to 
§et  to  your  room. 

▼Then  a  rax  arrives  tor 


you  at  \Vfestin,  it  won't 
gather  dust  at  the  front 
you'll  get  it 


desk, 


immediately.  That's  the 


high  level  of  service  you    !!^ 


can  expect  from  everyone  you  do  business  with  atWestin.  It's  all  part  of  our 


continuous  improvement.  We're 


Xou 

cancount^        Commitment 

on  We^tinfor 
quick  check-in, 

exprcM  check-out  and  \       Constantly  lookiug  for  new  w^ays  to  eliminate  hassles 

prompt,  reliable 
room  service  24 

and  make  things  easier  for  you.  For  reser- 

Westin. 

vations,  call  your  travel  consultant  or  (800)  228-3000.        hotels 8. resorts 
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PERSflNAL  AFFAIRS 


Joan  Irvine  Smith  believes  that  California  impressionist  paintings  are 
underrated  by  scholars  and  undervalued  in  the  art  market.  With  a  $350 
million  fortune  and  determination  to  match,  she's  out  to  change  all  that. 

The  California 
impressionist  comer 


By  Christie  Brown 

In  late  August  Joan  Irvine  Smith 
added  a  new  twist  to  the  three-day 
horse  show  she  hosts  twice  a  year  at 
her  20-acre  farm  in  San  Juan  Capis- 
trano,  an  hour  or  so  from  I-os  Ange- 
les. Just  inside  the  arched  entry  to  the 


horse  show  stood  two  rows  of  flutter- 
ing white  tents.  The  13  tents  weren't 
for  horses  or  equestrians.  Eleven  of 
them  were  for  prominent  art  dealers 
from  across  the  country  who  dis- 
played paintings  by  artists  of  the  Cali- 


Joan  Irvine  Smith  at  her  semiannual  horse  show 

Plenty  of  California  impressionists  on  display  and  for  sale. 
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fornia  impressionist  school. 

The  two  largest  tents  at  either  end 
belonged  to  Smith.  The  first,  labeled 
the  Irvine  Museum,  displayed  Cali- 
fornia impressionist  masterpieces 
from  the  hostess'  personal  collection. 
And  the  last  tent  introduced  her  own 
commercial  art  gallery,  Joan  Irvine 
Smith  Fine  Arts,  Inc. 

There  was  no  hard  sell  as  Smith, 
dressed  in  a  bright  yellow  polo  shirt 
and  khaki  shorts  by  Ralph  Lauren, 
strode  around  the  horse  show,  long 
blonde  hair  pulled  back  in  her  trade- 
mark ponytail.  "You  did  good,  hon- 
ey, you  did  good,"  she  drawled  in 
ranch-hand-ese  to  one  rider  fresh  off  a 
horse.  "Go  look  in  the  museum — it's 
cool  as  an  icebox  in  there." 

But  the  prices  for  the  paintings 
were  hot,  ranging  from  under 
$10,000  to  over  $80,000— far  higher 
than  the  paintings  would  have 
brought  just  five  years  ago.  There 
were  few  sales,  and  a  lot  of  nibbles. 

If  Joan  Irvine  Smith  has  her  way, 
sales  of  California  impressionist  art 
will  be  taking  off  in  the  near  future. 
She  has  a  passion  for  the  genre.  "The 
paintings  reflect  what  this  land  [the 
120,000-acre  Irvine  Ranch]  was  like 
when  I  was  a  child,  and  that's  why  I 
love  them  so,"  she  explains. 

Convinced  the  works  are  underrat- 
ed by  scholars  and  undervalued  by 
collectors,  she  has  developed  a  strate- 
gy to  promote  them.  Art  dealers 
aren't  sure  she  can  pull  it  off.  But 
Smith  and  her  mother,  Athalie 
C>larkc,  are  together  worth  over  $350 
million  (see  p.  230)\  few  in  the  art 
world  are  betting  against  her. 

Smith's  strategy  has  three  parts. 
Part  one:  She  has  cornered  the  market 
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The  key  to 
security 


The  key  to  the  Tower  of  London  where  the  EngHsh  Crown  Jewels 
have  been  in  safekeeping  since  the  mid- 13th  century. 


When  it  comes  to  personal  wealth  and  the 
preservation  of  assets,  the  key  to  security  is  market 
knowledge.  And  the  ability  to  apply  it.  Anywhere, 
anytime,  every  business  day  in  markets  throughout 
the  world. 

At  Swiss  Bank  Corporation,  providing  our 
clients  with  this  kind  of  knowledge  and  responsive- 
ness is  in  our  Swiss  tradition.  A  tradition  of  service 
excellence  bqsed  on  more  than  100  years  of  experi- 
ence in  global  portfolio  management.  And  with 
offices  in  34  countries  worldwide,  we  stand  ready  to 
help  our  clients  access  promising  investment  oppor- 
tunities around  the  world.  From  New\brk  to  Tokyo— 
from  common  investments  to  creative  hedging 
strategies.  We  do  it  all  with  a  commitment  to 


excellence  in  personal  service  backed  by  the  stability 
and  resources  of  the  15th  largest  bank  in  the  world 
ranked  by  equity. 

If  you're  an  investor  with  substantial  assets, 
and  would  like  to  know  more  about  how  Swiss  Bank 
Corporation  can  put  its  tradition  and  talent  to 
work  for  you,  call  for  our  Global  Investment  Pack- 
age. In  New  York  City,  call  Jane  N.  Abitanta,  (212) 
574-3374.  In  San  Francisco,  call  Diane  Spirandelli, 
(415)  774-3324.  In  Los  Angeles,  call  Raymond 
Simon,  (213)  625-1926. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 


The  key  Swiss  bank 


New  York  •  Chicago  •  Houston  •  Los  Angeles  •  Miami 
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Landscape  painted  by  Granville  Redmond  in  1925  cost  Smith  $200,000 

In  a  single  year,  she  bought  2,000  works  by  California  impressionists. 


in  California  impressionist  paintings 
by  buying  every  one  she  could  get  her 
hands  on.  In  the  past  year  alone  Smith 
snapped  up  an  astonishing  2,000  Cal- 
ifornia impressionist  paintings,  at  an 
estimated  cost  of  $15  million.  She 


bought  them  by  the  carload — 20 
paintings  at  a  time  from  many  dealers, 
75  paintings  at  t\vo  auctions.  In  one 
swoop  she  snagged  about  1,000 
paintings  from  the  estate  of  California 
artist  Paul  Grimm. 


"Capistrano  Mission  Gardens"  by  Joseph  Kleitsch 


Part  two:  She  founded  a  museum, 
the  Irvine  Museum,  dedicated  to 
showing  the  school.  The  museum, 
which  will  occupy  over  4,000  square 
feet  on  the  12th  floor  of  the  McDon- 
nell Douglas  building  in  Irvine,  will 
open  this  month.  It  will  show  about 
70  paintings  at  a  time.  There  will  be 
lectures  and  publications  on  the  art, 
which  will  also  travel  to  other  cities. 
First  stop:  the  Fleischer  Museum  in 
Scottsdale,  Ariz,  in  March,  then  on  to 
the  Oakland  Museum  in  November. 
If  Smith  has  anything  to  say  about  it, 
you  can  one  day  soon  expect  to  sec  it 
at  a  museum  near  you. 

"With  the  museum,"  says  Smith, 
"I  can  educate  the  public." 

Part  three:  Next  spring  Smith  will 
open  her  own  commercial  gallery  in 
nearby  Laguna  Beach,  where  she  will 
buy  and  sell  California  impressionist 
paintings  (as  well  as  works  by  contem- 
porary' California  artists  influenced  by 
the  impressionist  school).  "I  think  in 
time  this  art  is  going  to  become  very, 
ver>'  important,"  she  insists.  "French 
impressionists  are  selling  high,  east- 
ern plein  air  art  f  by  such  painters  as 
Childc  Hassam,  John  Singer  Sargent 
and  William  Merrit  Chase]  is  selling 
high,  and  in  time  this  is  going  to  sell 
high." 

Today,  most  California  impres- 
sionist    paintings     sell     for     under 
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The  most  space, 

the  best  performance  and 

the  lowest  direct 

OPERATING  COSTS  CAN'T  ALL 

COME  IN  THE  SAME 
TRANSCONTINENTAL  TWINJET. 


Until  the  Falcon  2000  arrives. 


Flic;ht 

Early 

'93 


The  business  avia- 
tion    world     has 


never  seen  an  air- 
plane like  the  new 
Falcon  2000. 

Widebody  comfort  from  the 
roomiest  cabin  in  its  class.  New 
engine  technology  that  permits 
direct  climb  to  FL410  and  3000 
nm  range  at  .80  Mach  (8  pax, 
standard  interior,  NBAA  IFR 
reserves) — yet  combines  with 
advanced  aerodynamics  and 
efficient  design  to  keep  operat- 


ing costs  remarkably  low. 

Superior  comfort,  superior 
performance,  superior  operat- 
ing economies — all  in  the  same 
transcontinental  widebody 
twinjet.  Designed  and  built  by 
Dassault  Aviation.  The  aircraft 
maker  famed  for  engineering 
excellence,  and  renowned  for 
delivering  performance  as 
promised. 

Orders  for  the  new  Falcon 
2000  are  now  being  accepted. 
Better  still,  buy  a  new  Falcon 


50  today  and  we'll  guarantee 
80%  of  its  purchase  orice  on 
trade  for  a  Falcon  2000  in  '96 
or  '97.  (Special  conditions 
apply,  so  be  sure  to  contact  us 
for  details.)  Write  on  your 
company  letterhead  or  call 
Gene  Rainville,  Senior  Vice 
President  Marketing,  at 
201-967-2746. 


FalconJet^ 

Teterboro.  New  Jersey  07608 


ME 


M'ir.l-»..|l.'.     -J 


$10,000,  and  only  a  Few 
fetch  over  $50,000.  But 
"Saint  Joan,"  as  some 
grateful  dealers  have 
dubbed  her,  has  paid 
some  unheard-of  prices  to 
build  her  collection/in- 
ventor\'.  Among  her  more 
spectacular  purchases: 

$400,000  to  a  private  col- 
lector for  a  painting  by 
Guy  Rose  (1867-1925), 
and  $200,000  for  one  by 
Granville  Redmond  (1871 - 
1935).  Both  were  record 
prices  in  the  genre  and  will 
help  establish  values  for 
other  paintings  by  these 
artists.  Moreover,  both 
paintings  are  destined  for 
Smith's  museum,  and  will 
be  fiilly  tax  deductible. 

What  exactly  is  Califor-  ^^^H 
nia  impressionism.^  The 
genre  dates  from  about  1890  through 
about  1930.  Its  works  were  executed 
by  European-trained  artists  who  set- 
tled along  the  California  coast,  where 
they  painted  mainly  landscapes.  Sev- 
eral of  the  painters  traveled  across  the 
lr\dne  Ranch,  which  was  then  owned 
by  Smith's  grandfather,  James  Irvine 
Jr.,  and  is  today  the  site  of  the  bustling 
city  of  Irx'ine.  Along  with  Guy  Rose 
and  Granville  Redmond,  important 
names  associated  with  the  California 
impressionist  school  include  William 
Wendt,  Franz  Bischoff,  Edgar  Payne, 
Maurice  Braun,  Alson  Clark  and  Jo- 
seph Kleitsch. 

The  California  school  has  never 
been  taken  very  seriously  by  schol- 
ars, some  of  whom  have  referred, 
condescendingly,  to  it  as  "calendar 
art"  and  "the  Eucalyptus  School." 
An  exhibit  at  the  Oakland  Museum 
in  1982  and  some  books  on  the 
subject  fanned  interest  for  a  while 
and  drove  up  prices  for  several  years. 
But  as  often  happens  after  a  major 
exhibit  (Forbes,  Sept.  28),  prices 
soon  sagged. 

Can  Smith  establish  California  im- 
pressionism as  a  serious  category?  If 
anyone  can,  she  can.  Her  determina- 
tion rivals  her  financial  resources.  To 
win  what  she  considered  was  her  fair 
return  on  the  Irvine  Ranch — part  of 
which  she  and  her  mother  inherited  in 
1947 — she  filed  more  than  20  law- 
suits between  1957  and  1983.  The 


Under  the  Pepper  Tree"  by  Meta  Cressey 


most  recent  suit,  against  billionaire 
developer  Donald  Bren  (see  p.  114), 
was  settled  in  1991  and  increased  her 
and  her  mother's  net  worth  by  over 
$250  million. 

Smith's  critics— and  she  has  many 


in  the  art  world — deride 
her  whole  scheme,  claim- 
ing that  it  has  artificially 
inflated  prices  of  second- 
rate  paintings.  Complains 
Ray  Redfern,  a  Laguna 
Beach  art  dealer  who  also 
sells  California  impression- 
ists, "A  lot  of  people  are 
bringing  in  paintings  that 
are  worth  only  $8,000,  but 
thev  want  $40,000  for 
them." 

But  the  betting  among 
most  dealers  is  that  Smith 
will  successfiiUy  promote 
California  impressionism. 
"She's  bringing  more  cli- 
ents into  the  field,"  says 
Gavin  Spanierman  of  New 
York's  Spanierman  Gallery. 
"There's  snob  appeal. 
Someone  of  her  stature  gets 
involved,  and  other  people 
think  if  it's  good  enough  for  her,  it's 
good  enough  for  us." 

When  you  get  right  down  to  it, 
marketing  art  isn't  much  diflferent 
from  marketing,  say,  clothes,  cars  or 
perfume.  ^ 


"Rain  after  Frost"  by  Rex  Brandt 
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"My  Broker  Wouldn't 
Ihx)p  The  Annual 
FeeOnMyCMA.' 

That's  WhylSwitchedlb  The  No-Fee 
Fidelity  Ultra  Service  Account 

Today,  many  investors 
are  asking  themselves  why 
they  should  continue  paying 
high  fees  just  to  do  business 
as  usual.  If  you're  akeady 
paying  higher  commissions 
to  trade  stocks,  why  should 
you  also  pay  extra  for  an 
asset  management  account? 

Now,  you  don't  have  to. 
The  Fidelity  Ultra  Ser- 
vice Account  gives  you  all 
the  tools  for  efficient  finan- 
cial man^ement  -  a  wide 
range  of  investment  choices, 
a  single  consolidated  state- 
ment, checkwriting  and  much 

more  -  but  without  an  annual  fee.  So  you  never  pay  for  services  you  don't  want  or  need.  And  it  only  makes  sense 
that  an  account  designed  to  help  you  stay  on  top  of  your  finances  should  have  complete,  24-hour  account  service. 

CmilOCl^.  Find  out  why  so  many  investors  are  switching  to  the  Fidelity  Ultra  Service  Account  Call  our  finan- 
cial representatives  anytime  for  a  free  fact  kit  to  learn  how  Ultra  Service  can  save  you  money  and  help  you  manage 
your  portfolio  the  way  you  want. 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-6262 


Compare  the  Fidelity  liUra  Service  Account 
With  Other  Leading  Asset  Management  Accounts 

Annual 
Fee 

Consoli- 
dated 
Statement 

Worldwide 

ATM 

Access 

VISA 
GOLD 
Debit 
Card 

Discount 
Commis- 
sions 

Checking 

Weekend 

and 
Evening 
Service 

Minimum 
Invest- 
ment 

Fidelity  Ultra  Service 

$0 

Yes 

Yes 

Yes 

Yes^ 

Yes 

Yes 

$5,000 

Merrill  CMA 

$100 

Yes 

Yes 

Yes^ 

No 

Yes 

No 

$20,000 

ShearsonFMA 

$100 

Yes 

Yes 

No 

No 

Yes 

No 

$10,000 

Paine  ^(^diberRMA 

$85 

Yes 

Yes 

No 

No 

Yes 

No 

$10,000 

Prudential  Cnmaraad 
Account 

$75 

%s 

Yes 

Yes-^ 

No 

Yes 

m 

$15,000 

Dean  "n^er  AAA 

180 

Yes 

Yes 

No 

No 

Yes 

No 

$10,000 

FideHty 


Investments 

Discount  Brokerage 


'CMA  is  a  registered  service  mark  of  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated.  ^Commissions  are  discounted  up  to  65%  compared  to  those  of  fiill  cost  brokers. 
Based  on  April  1992  commission  survey  Minimum  commission  $38.  ^Additional  charge  for  gold  credit  card.  Fidelity  Ultra  Service  is  a  service  of  Fidelity  Brokerage  Services,  Inc., 
161  Devonshire  Street,  Boston,  MA  02110.  Member  NYSE,  SIPC.  CODE:  FORB/USA/101992 
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WHERE  DO  THE  LEAMN6  MAHA6EMEHT 
PUBLICATIOHS  REACH  FOR  AFFLUEHT 

HEW  SUBSCRIBERS? 

THEY  REACH  FOR  THE  SKY! 


Why?  Because  savvy  marketers 
like  The  Wall  Street  Journal  and 
Forbes  use  Delta  Air  Lines* 
SKY  Magazine  to  reach  its 
2.1  million  readers  each  month, 
whose  high  average  household 
income  soars  to  over  $135,000. 

When  your  advertising  demands 
an  audience  of  affluent,  responsive 
executives,  reach  for  Delta's  SifCY 
Magazine.  Because  those  are  pre- 
cisely the  people  you'll  find  on  every 
Delta  flight,  comfortably  seated 
where  they  can  concentrate  on 
your  message  and  relax  with  SKY's 
award-winning  editorial. 

Delta's  SKY  Magazine  is  a  proven 


I 


r* 


SKY  Magazine  is  exposed  to  more  than  6  million  passengers  monthly, 
lia  Delta  Air  Lines'  /lights  to  222  cities  in  45  states  and  34  countries. 


producer,  generating  more  than 
1 5,000  inquiries  and  orders  mont 
No  one  knows  this  better  than  di- 
marketers — whose  advertising  re 
are  strictly  measured  by  dollars 
returned — who  have  run  unintc 
rupted  schedules  in  SKY  Magazi 
for  more  than  1 2  years. 

The  message  is  clear:  To  reac 
greater  heights  with  your  advert 
ing,  follow  the  lead  of  The  Wall 
Street  journal  and  Forbes.  Just 
reach  for  the  phone  and  call.SK 
Magazine  today,  or  clip  your  cai 
to  this  ad  and  mail  it  for  our 
revealing  media  kit.  (It  proves, 
beyond  a  doubt,  that  we  do  hav 
connections  in  high  places.) 


FOR  A  MEDIA  KIT,  CALL  TOLL-FREE:  (800)  523-6809;  FAX:  (305)  493-8887 


<vKY 


nP  Halsey  Publishing  Co.,  600  Corporate  Drive,  Ft.  LaudcrJ.ilc,  FL  HH4  "^^^^ 
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CAPITAL  MARKETS 


MONEY  a  INVESIMENTS 


Remember  the  WPPSS  fiasco?  Some  of  the  longest- 
suffering  bondholders  may  finally  see  some  cash. 

WPPSS  update 


Ben  Weberman  is  a  columnist 
for  Forbes  magazine. 


A  NUMBER  OF  readers  have  been  writ- 
ing to  ask  if  there's  anything  new  with 
Washington  Public  Power  Supply 
System  bonds.  Turns  out  there's  a  lot. 

Ever  since  wppss'  spectacular  de- 
fault in  1983,  holders  of  wppss  Proj- 
.  ects  4  and  5  bonds  have  been  dead  in 
the  water,  losing  both  capital  and 
interest.  The  bonds  are  currendy  trad- 
ing at  about  10. 

The  default  came,  you'll  recall,  af- 
ter a  state  court  ruled  local  power 
authorities  didn't  have  to  pay  WPPSS 
for  power  they  had  promised  to  buy 
but  no  longer  needed.  Although 
there  was  initial  confusion.  Projects  1 , 
2  and  3  were  direct  obligation  bonds 
of  government  agency  Bonneville 
Power  Authority  and  experienced  lit- 
tie  ill  effect  overall. 

Now,  after  nearly  a  decade  of  hag- 
gling at  bankruptcy  proceedings, 
holders  of  Projects  4  and  5  bonds  are 
about  to  get  something,  too.  The  first 
payment  of^'about  $500  million  to 
Projects  4  and  5  bondholders  should 
be  made  by  the  end  of  the  year.  The 
money  is  coming  from  legal  setde- 
ments,  mosdy  with  municipal  udlides 
and  with  investment  banks  and  law 
firms  that  were  connected  with  un- 
derwriting the«bonds. 

How  much  an  individual  bond- 
holder gets  will  be  based  on  several 
factors,  including  whether  the  bonds 
owned  are  high  coupon  or  low  cou- 
pon. The  Bond  Investors  Association 


of  Miami  Lakes,  Fla.  in  its  Defaulted 
Bonds  Newsletter  estimates  that  first 
payments  to  Projects  4  and  5  bond- 
holders could  amount  to  7  cents  per 
dollar  of  par  value,  for  issues  with 
coupons  ranging  from  5.3%  to  7.75%. 
Holders  of  7.9%  to  10.3%  coupon 
bonds  would  get  8  cents.  Others  with 
coupons  of  10.4%  and  higher  would 
get  9  cents  to  11  cents. 

When  you  bought  the  bonds  is  also 
important  in  determining  the  size  of 
payment.  WPPSS  investors  have  been 
separated  into  three  classes:  those 
who  purchased  bonds  before  there 
was  a  hint  of  credit  problems;  those 
who  purchased  bonds  after  January 
1982  (when  the  nuclear  projects  were 
terminated)  but  before  default  in 
June  1983;  and  those  speculative  in- 
vestors who  have  been  buyers  ever 
since.  According  to  Gary  Krellenstein 
at  Lehman  Brothers,  it  is  expected 
that  pretermination  class  members 
will  get  about  35  cents  to  45  cents  per 
dollar  lost.  Posttermination  members 
should  get  20  cents  to  30  cents. 

•In  addition  to  this  payout,  there's  a 
potential  for  more  money  coming  in 
when  claims  are  resolved  that  WPPSS 
spent  up  to  $405  million  from  the 
proceeds  of  Projects  4  and  5  on  nucle- 
ar generating  facilities  that  benefited 
financially  secure  Projects  1  and  3. 

How  much  of  this  cost- sharing 
money  would  be  recovered  by  Proj- 
ects 4  and  5  bondholders  is  unclear. 
But  the  betting  is  it  could  amount  to 
about  $225  million,  or  about  10  cents 
on  the  dollar.  With  the  defaulted 
bonds  now  trading  at  around  10  cents 
on  the  dollar,  some  speculators  are 
betting  they  can  double  their  money 
in  a  relatively  short  time.  If  you  want 
to  play  this  risky  game,  the  best  issues 
might  be  those  with  higher  coupons. 

A  far  safer  way  to  play  wppss  is  to 
buy  the  bonds  of  solvent  Projects  1,2 
and  3.  They're  solidly  rated,  tax-ex- 
empt investments  that  are  more  at- 
tractive than  the  general  obligation 


bonds  of  many  states  suffering  as  the 
recession  withers  their  tax  bases. 

Since  1989  wppss  has  been  able  to 
come  to  market  eight  times  with  over 
$5  billion  of  bonds  to  refund  $4 
billion  of  previously  issued  Projects  1, 
2  and  3  bonds.  Proceeds  of  the  re- 
flinding  issues  have  been  used  to  es- 
crow or  to  call  outstanding  bonds. 
Today,  over  $3  billion  of  pre- 1983 
high-coupon,  premium-priced  wppss 
bonds  have  been  advance  refunded. 
They  trade  as  escrowed  AAA- rated 
issues. 

Bonds  that  have  been  escrowed  are 
trading  to  yield  a  litde  over  4%.  These 
include  the  10.25%  bond  due  2015 
but  escrowed  to  call  in  1996;  this  issue 
is  now  priced  at  $122.05  to  yield  4.3% 
to  call.  Likewise,  Project  I's  1 5s  of 
2017  are  priced  at  $138.46  to  yield 
4.46%  to  call  in  1996.  Remember, 
interest  on  these  bonds  is  exempt 
from  federal  income  taxes. 

Another  attractive  wppss  play  is  to 
buy  bonds  that  have  not  been  es- 
crowed. They  trade  to  yield  over  6%  to 
maturity — that's  5  to  10  basis  points 
more  than  tax-exempt  public  power 
issues  of  similar  high  quality.  The 
bonds  are  liquid  and  may  appreciate 
in  value. 

A  series  of  just  less  than  $700  mil- 
lion wppss'  Projects  1 ,  2  and  3  bonds 
is  planned  to  be  issued  this  month. 
The  yield  curve  on  the  series  rises 
from  3.9%  for  the  bond  maturing  in 
1994  to  6.3%  for  the  bond  due  in 
2009.  But  despite  the  attraction  of 
these  bonds,  wealthy  investors  in  high 
tax  rate  states  such  as  New  York  and 
California  will  find  it  more  profitable 
to  focus  on  in-state  issues  that  provide 
exemption  from  local  and  state  in- 
come taxes  as  well  as  federal  income 
taxes.  New  York  Power  Authority  7% 
bonds  due  2009  pay  5.84%.  Califor- 
nia investors  can  look  to  the  Los 
Angeles  Department  of  Water  and 
Power  6V2  bond  due  2009  yielding 
6.09%  for  investment.  Bi 
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THE  CONTRARIAN 


MOIKY  &  INVESTMENTS 


Unless  we  are  in  for  many  years  of  stagnation,  there  are 
some  great  buys  in  real  estate  and  precious  metals. 


Seize  the 
moment 


BY  DAVID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


In  the  past  decade  over  40%  of  the 
names  on  The  Forbes  Four  Hundred 
have  changed.  Many  of  the  newcom- 
ers appeared  as  a  result  of  innovative, 
rapidly  growing  industries,  just  as 
many  of  the  dropouts  were  the  heirs 
of  companies  whose  time  had  passed. 

But  big  bucks  are  also  often  made 
or  lost  by  playing  the  major  ups  and 
downs  in  the  business  cycle.  A  major 
down  period  exists  today,  as  we  strug- 
gle through  the  slowest  recovery  of 
the  entire  postwar  period.  While  the 
"D"  word  has  been  exorcised  from 
contemporary  economic  usage,  100 
years  back  the  current  malaise  would 
have  been  called  a  depression. 

Real  estate,  commodities  and  col 
lectibles  have  dropped  in  price;  some 
precious  metals,  adjusted  for  infla- 
tion, are  near  their  lowest  levels  of  the 
past  five  decades.  Big  scores  are  often 
there  for  those  astute  enough  to  buy 
severely  depressed  assets  when  the 
crowd  wants  out  at  any  price.  This  is  as 
true  for  the  average  Forbes  reader  as 
for  The  Forbes  Four  Hundred. 

Let's  start  with  real  estate,  which  is 
in  its  worst  state  since  the  1930s.  No 
question  the  hangover  from  the 
building  mania  in  office  and  commer- 


cial space  since  the  mid-Eighties  isn't 
over.  All  the  same  it  is  not  too  early  to 
start  shopping  for  good,  undervalued 
real  estate  investments. 

To  me  the  safest  part  of  the  market 
is  housing.  This  is  an  excellent  time 
to  consider  purchasing  a  better 
home  if  you  can  swing  it.  Too,  as 
long  as  you  don't  goldplate  every- 
thing, it's  usually  a  good  investment 
to  upgrade  your  home. 

If  you  have  been  thinking  of  pur- 
chasing a  second  residence,  now  is 
not  a  bad  time  to  start  looking  more 
seriously.  A  great  liquidation  sale  is 
underway.  Financial  institutions, 
not  to  mention  the  rtc  and  fdic,  are 
flooding  the  real  estate  pages  with 
ads  for  cheap  vacation  homes  and 
condos  in  attractive  locations,  as 
well  as  holding  frequent  auctions 
with  low  or  no  minimum  bids.  Prices 
are  normally  well  below  replace- 
ment cost.  Folks  who  took  advan- 
tage of  the  falling  housing  market  of 
the  early  1970s  made  large  gains. 
Unless  we  are  in  a  period  of  deep  and 
prolonged  stagnation,  which  1 
doubt,  current  buyers  are  likely  to 
reap  big  rewards  in  the  future. 

At  well  below  9%,  interest  rates  on 
30-year  fixed  mortgages  are  as  low  as 
they  have  been  in  two  decades — cer- 
tainly a  fijrther  inducement.  Refi- 
nancing a  mortgage  also  makes  sense 
with  interest  rates  as  low  as  they  are 
today.  Finally,  an  intangible  but  very 
important  consideration  is  the  en- 
hancement in  lifest)'le  you  enjoy  from 
either  a  better  first  home  or  a  second 
home  you  really  like. 

('ommercial  real  estate  and  office 
buildings  require  hands-on  expertise, 
but  opportunities  are  also  numerous, 
with  thousands  of  properties  ofl^ered 
at  a  fraction  of  replacement  costs.  I 
would  not  go  for  the  home  run  here. 


because  there  is  a  good  chance  of 
striking  out.  Rather,  look  for  proper- 
ties that  have  high  occupancy  rates, 
long-term  leases  and  first-rate  ten- 
ants. Finding  these  characteristics  will 
cost  you  potential  return — you  may 
get  only  about  9%  cash-on-cash  be- 
fore financing  (which  in  this  market  is 
ofi:en  difficult  to  attain).  But  it  is  a  far 
less  risky  course.  If  you  avoid  heavily 
overbuilt  areas,  you  should  see  well 
above  average  appreciation  over  time. 

If  you  would  rather  play  a  real  estate 
turnaround  by  investing  in  stocks, 
here  are  some  candidates: 

BRE  Properties  (31)  is  a  REIT  with 
an  emphasis  on  income-producing 
properties.  The  stock  is  under  pres- 
sure because  almost  all  of  its  proper- 
ties are  located  on  the  West  Coast.  All 
the  same,  bre's  largest  shopping  cen- 
ter project  is  92%  rented  and  its  apart- 
ment portfolio  is  strong  and  improv- 
ing. The  stock  trades  at  a  p/e  of  12 
and  yields  7.7%. 

Federal  Realty  Investment  Trust 
(23)  is  a  REIT  that  has  significantly 
improved  its  balance  sheet  through  a 
major  equit)'  infiision  earlier  this  year. 
Debt  is  down  to  40%  of  the  capital 
structure,  fry  should  show  improving 
earnings  in  fiscal  1992  and  1993.  The 
stock  yields  6.5%. 

MGi  Properties  ( 1 1 )  is  another  solid 
REIT;  apartment  buildings  account  for 
over  43%  of  its  assets  at  cost.  The  trust 
has  95%  occupancy  in  both  its  apart- 
ment and  commercial  sectors,  with 
debt  at  only  30%  of  the  capital  struc- 
ture. Mc;i  Properties  trades  at  a  p/e 
of  11,  yielding  7.2%. 

Turning  briefly  to  precious  met- 
als, gold  (adjusted  for  inflation)  has 
declined  78%  and  silver  96%  from 
their  respective  highs  of  the  early 
Eighties.  True,  most  experts  are  pre- 
dicting deflation  almost  to  the  here- 
after. But  remember  that  even  in  this 
vcrv  stagnant  economy,  inflation  is 
still  running  at  a  3.1%  rate  and  will 
only  go  up  as  things  get  better.  While 
1  would  not  bet  the  ranch,  a  5%  to  ! 
10%  portfolio  position  in  precious 
metals  or  an  equivalent  position  in 
the  futures  market  should  pay  off 
nicely  over  time. 

No  question  there  is  still  some  risk 
in  real  estate  and  precious  metals.  But 
big  money  is  made  by  taking  calculat 
ed  risks  and  buying  things  when  most 
other  people  stampede  to  sell         IB 
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14  OPPORTUNITY  TO  GIVE  YOU 
FAMILY  SOMETHING  PRICELESS 


!»i*« 


Jl  of  us  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1%  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 


Price  subject  to  change  without  notice 


Forbes  Lake  of  the  O^rks 

Box   303,  Fort  Garland,  CO  81133 

Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


Name. 


Address. 


City/State/Zip . 
Telephone 


or  phone  81 6/438-2801         60Z9 

^.-■.,     :por!  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  has  judged  line  merilsor  value,  if  any,  ol  this  property.  Equal  Credit  and  Housing 

■  tunity  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  approval  of  the  sale  or  lease  oi  offer  for  sale  or 
by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  ,  A  copy  of  the  offering  statement  is  available,  upon  reque.st,  from  Sangre  de 

'  Panrhoc      MViBfl   1  7Q 


SIOCKIRENDS 


MONEY  ft  INVESTMENTS 


For  those  of  you  who  would  like  to  increase  your 

own  chances  of  making  The  Forbes  Four  Hundred,  look 

for  stocks  where  there  is  major  individual  ownership. 

Investing 
yomr  way  in 


BY  LASZLO  BIRINYI  JR. 


Laszio  Birinyi  Jr.  is  president  of 
Birinyi  Associates,  New  York,  a 
financial  consulting  firm. 


The  late  Norton  Simon  once  spent 
several  afternoons  parked  in  his  car  on 
Hollywood  Boulevard.  For  several 
hours  each  afternoon  he  counted  the 
people  going  in  to  see  a  new  science 
fiction  thriller,  Star  Wars.  His  count 
must  have  been  pretty  impressive,  be- 
cause it  convinced  him  to  buy  Twenti- 
eth Century  Fox  shares,  and  guess 
who  was  the  largest  individual  share- 
holder when  the  studio  was  taken 
over  a  couple  of  years  later  at  a  hand- 
some premium?  Simon  was  one  of  the 
smartest  investors  of  his  time. 

But  Simon  was  an  exception,  and 
this  year,  as  well  as  last,  investors  are 
conspicuously  absent  from  The  Forbes 
Four  Hundred.  While  there  are  an 
abundance  of  people  whose  wealth  was 
created  by  the  stock  market  (Waltons, 
Packards),  their  presence  in  the  Four 
Hundred  is  really  a  fiinction  of  corpo- 
rate ownership,  not  investment  prow- 
ess. Even  Warren  Buffttt  is  as  high  up 
as  he  is  because  other  investors  bid  up 
his  shares  of  Berkshire  Hathaway. 

There  is  truth  in  the  old  joke:  How 
do  you  make  a  small  fortune  on  Wall 
Street.^  Start  with  a  large  one.  Appar- 
ently no  one  has  found — and  kept — a 
pot  of  gold  at  that  famous  intersection 


of  Broad  and  Wall.  But  for  those  who 
have  unlimited  aspirations  and  ambi- 
tions, there  is  a  way  to  let  the  stock 
market  propel  you  to  the  select  circle. 

First  you  must  be  an  investor,  not  a 
trader  or  speculator.  None  of  the  400 
richest  got  that  way  swifdy.  The 
Crowns  and  Perots  held  their  posi- 
tions through  good  quarters  and  bad, 
held  them  when  analysts  upgraded 
them  and  held  them  when  analysts 
downgraded  them.  Stockbrokers  may 
not  like  it,  but  traders,  not  investors, 
finance  the  brokers'  yachts. 

By  owning  long  term,  you  avoid 
one  of  the  major  obstacles  to  wealth 
accumulation — taxes.  If,  say,  35%  is 
taken  out  of  every  gain,  it  dampens 
your  ability  to  grow  rich.  So  think  like 
an  owner  if  you  are  an  investor  eager 
to  make  The  Forbes  Four  Hundred. 

It  also  helps  to  think  like  a  consum- 
er. I  am  often  surprised  by  investors 
who  think  Ford  or  GM  is  a  great  stock 
but  drive  Hondas.  At  one  point  in  the 
last  20  years,  Subaru  sold  as  low  as  6 
cents,  but  then  went  to  $34.  Had  all 
those  buyers  of  Japanese  cars  over  the 
years  bought  some  Japanese  car 
stocks,  they  might  still  be  in  their 
Subarus,  but  they  would  have  had  a 
chance  to  buy  Rolls-Royces  or  Mer- 
cedes-Benzes in  the  meantime. 

And  one  of  the  most  successfiil 
consumer  products  of  the  last  few 
years  has  been  the  Gillette  Sensor 
shaving  system.  If  you  don't  own  one, 
the  chances  are  that  you  have  bought 
one  for  a  friend  or  relative.  But  your 
friend  would  have  been  a  lot  happier  if 
you  had  bought  him  Gillette  stock 
instead.  It  has  more  than  doubled 
since  Sensor  was  introduced  at  the 
Super  Bowl  in  January  1990. 

Notice  that  the  stock  ownership 
represented    on    The    Forbes    Four 


Hundred  was  for  relatively  simple, 
straightforward  companies.  None  of 
those  multidivision  outfits  with  17 
unrelated  lines  of  business. 

It  is  interesting,  too,  that  the  mem- 
bers of  The  Forbes  Four  Hundred 
apparentiy  did  not  take  their  school 
lessons  to  heart.  One  of  the  tenets  of 
finance  is  diversification,  but  notice 
how  many  of  the  fortunes  came  from  a 
single  shareholding.  I  don't  recom- 
mend that  your  concentration  of  as- 
sets be  that  acute,  but  diversification 
also  puts  limits  on  the  upside. 

There  are  some  commentators  and 
letter  writers  who  advise  you  to  follow 
the  actions  of  the  rich  so  you  can  join 
their  ranks.  I  am  not  a  great  advocate 
of  that,  since  many  of  them  bought 
their  shares  at  a  fraction  of  today's 
prices.  But  for  those  of  you  who 
would  like  to  increase  your  own 
chances  of  making  the  list,  in  my 
opinion  you  should  look  at  stocks 
where  there  is  still  major  individual 
ownership.  Not  all  the  following 
stocks  are  buys,  but  they  are  at  least 
holds  if  you  already  own  them: 

Wal-Mart  (59)  continues  to  gain, 
despite  a  difficult  year  for  retailers.  I 
wouldn't  buy  the  stock  here,  but  if 
you  are  one  of  the  legion  of  holders, 
there  is  no  reason  to  change  course. 

Microsoft  (79)  is  another  hold.  Bill 
Gates  will  remain  on  the  list.  The 
stock  is  likely  to  do  well  from  here,  but 
the  price/earnings  ratio  is  too  high. 
Any  shortfalls  in  earnings,  products  or 
prices  will  be  severely  punished. 

The  Limited'' s  (22)  Leslie  Wexler's 
fortune  has  eroded  some,  but  given 
where  it  started,  he's  still  well  off.  I 
think  it  will  be  even  larger  next  year,  as 
selling  in  the  stock  has  stopped,  buy- 
ing is  trickling.  If  it  gets  back  to  20  to 
21,1  would  consider  joining  him. 

"Savvy  investor"  is  an  adjective 
that  appears  whenever  a  member  of^ 
the  Tisch  family  is  mentioned.  The 
family's  Loew's  Corp.  (123)  traded 
around  10  in  1981  and  is  now  more 
than  12  times  that.  It  is  still  cheap  (10 
times  1992  earnings). 

General  Dynamics  (85)  is  repre- 
sented by  two  names,  Lester  Crown 
and  Warren  Buffett  (through  Berk- 
shire Hathaway),  on  The  Forbes  Four 
Hundred.  The  way  the  stock  is  per- 
forming suggests  that  defense  cut- 
backs won't  be  as  severe  as  most 
people  think.  ^ 
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The  Art  of  Purchasing 

a  Fine  Automobile  for 

investment  and  Pleasure 

Simplified. 


The  appreciation  of  collector  cars  has  far  outdistanced 
most  other  forms  of  investment  over  the  past  1 0  years. 
And  with  diversification  proving  to  be  increasingly  im- 
portant in  today's  uncertain  economic  climate,  even 
some  of  the  world's  largest  banks  have  recently  in- 
vested in  collector  cars  to  enhance  their  portfolios. 

But  if  this  is  an  unfamiliar  realm,  you  might  ask, 
"Where  does  one  find  investment  grade  automobiles?" 
And,  "How  much  should  the  prudent  buyer  pay  for  a 
favored  model?"  At  duPont  Publishing,  we  can  provide 
the  answers  to  both  questions  for  you.  First,  the  duPont 
Registry,  published  monthly  since  1985,  is  filled  with 
sparkling,  color  photos  of  hundreds  of  spectacular 
classic,  antique,  luxury,  exotic,  import  and  domestic 
cars  of  the  highest  calibre.  Secondly,  our  brand  new 
j272-page  pocket  size  Price  Guide  will  give  you  the 
[Current  market  prices,  by  condition,  on  almost  9,000 
models! 


There's  never  been  a  better  time  to  capitalize  on 
this  wealth  of  automotive  information.  For  just  $39.95, 
we'll  see  that  twelve  issues  of  the  duPont  Registry  are 
delivered  straight  to  your  door.  And  that  you  receive  a 
copy  of  our  hot-off-the-press  Price  Guide.  So  not  only 
will  you  save:  $19.45  off  the  newsstand  price  and  the 
$9.95  cost  of  the  Price  Guide,  you  could  save  literally 
thousands  on  your  next  automotive  transaction. 

So  whether  you  want  to  diversify  your  portfolio,  and 
at  the  same  time  satisfy  that  "craving  for  a  sporty, 
classic  convertible",  or  simply  find  an  outstanding  late 
model  Mercedes,  Porsche,  Jaguar,  or  BMW,  the  Reg- 
istry will  help  you  locate  your  dream  car  at  the  best  price 
{no  luxury  tax  on  pre-owned  cars),  and  with  your  Price 
Guide,  you'll  know  how  much  you  should  expect  to  pay. 

Call  us  today,  at  1-800-233-1731,  we'll  begin  your 
subscription  with  the  next  issue  and  have  your  Price 
Guide  in  the  mail  the  next  day.  It's  that  simple! 


duPcHit 

REGISTRY 
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FINANCIAL  SERVICES 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  shiow  200  ex- 
tremely  vulnerable 
stocks  (rated  8  or 
9)-including  some 
very  famous  names 
-whicli  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  vi/ith  your  trial  to  The  Zweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance 
of  my  key  market  indicators  which 
helped  The  Zweig  Forecast  score 


608.7%  gains,  with  exceptionally  low 

risk,  for  the  12  years  since  Hulbert 

began  monitoring  advisory  services. 

(Past  results  do  not 

guarantee  future 

results.)  Call  today  for 

bonus  Performance 

Ratings  and  gift  book 

($20  retail)  with  your 

Zweig  Forecast  trial. 

Time  is  crucial. 

FXTRA  BONUS 

Three-Month  Trial  $55, 

One  Year  $265.  Visa/MC. 

1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


PRESENTATION  EQUIPMENT 


The  most  advanced  pen  sized 

Laser  Pointer  incredible  Low  Price 

INFINITER-         OB^P^C 


$72 

$6  00S&H 


Don't  Lose  Their  Attention! 

*^'      Bright  red  laser  dot  lets  your  audience  focus  on 

your  topic  and  lets  you  direct  the  presentation.  Ideal  for 

seminars,  classrooms  and  all  presentations. 


55  Oak  Court.  Danville.  CA  94526 
Tel510-820'1753   Fax  510  820-8738 


CALL  800-854-6686 


VOICE  MAIL 


LIFE  INSURANCE 


\0^ 


-BLAST 

Your  MessHje  Thru! 

«  VOICE  MAIL 

"'^^  TELEMARKETING 
♦••CALL  PROCESSING 

Transform  your  PC/XT/AT/386  into  a  mulli-line  voice  pro- 
cessing command  cenler  Inlelligenlly  process  your 
sales,  inquires,  and  messages  Complele  package 

Multi-Line  i  m r  souton)       $995 

SINGLE  LINE  iBiginOulhl  S295 

lOevelopeuOEM  oackages  available) 

VISA— MC—AIVIEX— COO 
FOH  SALES  OR  INFORMATION 

Call:  1-800-947-4884 

CALL,  1510)  522  3800  •  ^A/   isiol  522  5556 

TALKING  TECHNOLOGY.  INC.   ^f= 

1125  AUANIIC  AVf    •AIAMIW    (,A  '«',0i      /// 


$1,000,000 

LIFE  INSURANCE 

Age 

1  Year 
Increase 
Term 

Term 

15  Year 

Level 

Term 

Jpinl 
Ave 
Aqe 

SURVIVOR- 
SHIP 

$2,297 

35 
45 

$600 
$850 

$900 

$1,130 

50 
60 
70 

JiSOO 

J2J70 
$5,075 
$13^00 

$5,585 

55 

$1,450 

$4,015 

$13,562 

65 

$4,590 

$10,605 

80 

$32,458 

ANNUAL  PREtVIIUIVI 
Underwritten  by  major  life  insurance 
companies  given  liighest  ratings  for 
financial  soundness  by  kU.  Best, 
Standard  &  Poors  and  fvloody's. 

Call  for  a  quotation  on  any 

desired  amount.  A  free  written 

confirmation  will  be  mailed  to  you. 

CALL: 

1-800-444-8715  (outside  Mass.) 

1-617-449-6800  (inside  Mass.) 

nNANCIAL  SERVICES  GROUP 

189  Reservoir  Street 
Needham,  MA  02194 

FbrbesiCapitalistTboI® 


FINANCIAL  SERVICES 
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Receive  Value  Line 
for  only  $65  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2600-page  Investors  Reference  Library— Value  Lines  most 
recent  Ratings  and  Sports  on  1700  stocks  and  the  practical  guide  How  to 
Invest  in  Common  Slocks.  You  will  also  receive  analyses  of  about  130  stocks 
each  week  for  10  weeks  for56§:$55.  Available  only  once  every  two  years  to 

any  household.  SPECIAL  BONUS:  With  your  subscription  you  will  also 
receive  Barrons  DICTIONARY  OF  FINANCE  AND  INVESTMENT  TERMS. 
Third  Edition  (retail  price  $9,951—537  pages  filled  with  over  3.000  definitions 
of  terms  from  stocks  and  bonds,  banking,  corporate  finance,  and  more — in 
accordance  with  Federal  income  tax  revisions.  Your  subscription  to  Value 
Line  may  be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money 
order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 

CaU  Toil-Free  1-800-833-0046 

lExt.  2903-Dept.  216F19)  American  Express.  MasterCard  or  Visa. 

24  hours  a  day.  7  days  a  week.  30  day  Money-Back  Guarantee. 

Allow  4  weeks  for  delivery.  NY  residents  add  sales  tax. 

Foreign  rates  upon  request. 

The  Value  Line  Investment  Survejr* 

7 1 1  3rd  Avenue 
NY,  NY  10017-4064 


EXECUTIVE  GIFTS 


CLASSIC  AIRCRAFT 


I 

ii 


GRAND  CHOCOLATE 
PIZZA.. 

Corporate  Gift  Giving 
At  its  Best  from  Beverly  Hills 

Next  Day  Gift-Wrapped  Delivery  Available 
Call  For  FREE  BROCHURE. 

(800)475-R.S.V.P. 


THE  ULTIMATE  AIRCRAFT 

Raymond  Salisbury-Jones,  son  of  the 
late  Sir  Guy.  Marshal  of  the  Diplomatic 
Corps,  now  offers  the  leading  edge  in 
personal/corporate  distinction:  The  finest 
known  De  Havilland  Dove,  Panoramic  vi- 
sion. Luxuriously  appointed.  Flew  top 
conservative  ministers  In  April  General 
Election.  Call  John  Spencer  44  71  828 
4886  FAX  44  71  834  6405. 


BUSINESS  OPPORTUNITIES 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Maniifaclurlng  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


CHARITABLE  CONTRIBUTIONS 


Need  a  tax  deduction? 

Want  to  make  a  gift?  Growing, 
progressive,  private  Texas  col- 
lege willing  to  accept  qualified 
gifts-in-kind,  securities,  cash, 
etc.,  for  its  exempt  purposes, 
such  as  named  scholarships. 
(817) 556-4731 


I 


FOR  SALE 

PROFITABLE  PtBLISHING  & 

PRINTING  BUSINESS 

GREAT  PLACE  TO  LIVE 

$3  MILLION 

SEND  NAME  AND 

PHONE  NUMBER  TO: 

P.O.  BOX  146,  KNOXVILLE,  TN  37901 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
C6rporatlons.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 
Vdciuxm'     Call/Wrrte  for  FREE  KIT: 

\%kstry, 
J    Ltd 


P.O.  Box  484-FB 
Wilmington,  DE  19899 

800-321-CORP- 302-652-6532 


MISCELLANEOUS  FOR  SALE   '  3 


WE  BUY  DIAMONDS! 

Call  or  fax  GIA  info 

for  cash  offer. 

-Any  quantity  !- 

HOUSE  OF  ONYX 

1  Main  St. ,  Greenville,  K Y  42.145  j 

800  (  626-8352  or  FAX  502  4  338-9605 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 


EDUCATIONAL  SERVICES     f| 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 

(  nvlil  lor  work  /  lilc  i'\|)    •  Ac  <  icdilcd 

(8001  759-0005  KX  I  607  (24hr) 

La  Salle  University 

ppl.  (>7  Mjndrvillr,  I  A  7(1470-4000 


ART  AUCTIONS 


WINE  CELLARS 


Superior  Galleries 
November,  1992  Auctions 


Nov.  5 

Animation 
Art 


Nov.  6 

Rocl< 
Memorabilia 


Nov.  7 

Manuscripts 


Call  for  catalog  information. 
Superior  Galleries 

9478  W.  Olympic  Boulevard,  Beverly  Hills,  CA  90212 
(310)  203-9855  .(800)  421-0754  .FAX  (310)  203-0496 


FINE  ARTS 


RAREDALI 
PRINTS 

If  you  own,  or  are  considering 
purchase  of  a  Salvador  Dali  print... 

Our  exclusive  catalogue  features  full-color 
pictures  of  more  than  400  signed,  limited- 
edition  Salvador  Dali  prints  —  each  fully 
documented  hy  Alhert  Field  and  guaran- 
teed authentic  .  For  additional  information 
about  this  retrospec- 
tive catalogue  and  a 
free  copy  o(  The  Sal- 
vador Dali  Collectors 
Newsletter  (a  $10 
»alue),  call  800-643- 
1400,  or  mail  this  ad 
with  your  name,  ad- 
dress and  telephone 
number  to  DALI  542 
Palisades   Drive,   Pa-    „    ..  ,    ,    ,,  ,  ^  „ 

.  J-.        p,    , .        ,         V^  A         ^'"'  Sahadfir  Dull  Cflli'i 
CltlC     Palisades,     CA.      „,„    Neusk-ner.    iM). 
90272.  imhlnhfj  hi;m,nlhlv 


GAMES 


Winning 
Idea! 

32  Color  Pages 

of  Great 
Gaming  Gifts. 

Over  300  gaming  products,  including 
John  Patrick's  famous  library  of  instruc- 
tional videos  and  books  on  casino  games, 
sports,  and  the  lottery. 

Plus  chips,  cards,  games,  desk  accesso- 
ries, slot  machines,  bingo,  poker,  and 
bridge  products,  unique  jewelry  &  ap- 
parel items-something  for  everyone! 


'  ree  Catalog    '"'"'  ''""i'l- <  "i;'!"!; 
ilMi- J45-70 1 7  sh.iii  Hills.  \,r  (t7(i7x 


EXECUTIVE  GIFTS 


endangered 
feces'" 


=nng  nuggets  of  pyntized  coproTites 

-    65  million  years  old.  Numbered  au- 

iientication.  Great  all-occasion  gift.  $24 

(800)551-3466  or  MJM-F 

jBox  2150,  Tuscaloosa,  AL    35403-2150. 


EXECUTIVE  GIFTS 


MtL,  Behold 

^H^^^   THETIlLtVH; 


One  has  been  eaten  by  an  elephant- 
three  times;  others  have  sailed  in  Amer- 
ca's  Cup,  and  gone  to  war  with  Ihe  Canadians  in  the 
Gulf.  Acknowledged  the  world's  best  outdoor 
hat,  the  Tilley'  floats,  ties  on,  repels  rain, 
won't  shrink  and  lasts. 

Natural-coloured,  strong,  soft,  USA-treated, 
cotton  duclc  blocks  UVA  &  B  radiation.  British 
brass  hardware.  Sewn  with  care  in  Canada.  Four- 
page  Owner's  Manual.  Every  size.  $45;  $3  s/h. 

Free  but  priceless  64-page  catalogue  of  the 
world's  best  travel  and  adventure  clothing. 
(Sir  Edmund  Hillary:  "I  wear  it;  it's  jolly  good 
stuff")   Refund?   Anytime. 

Ullcy  EnduraMes  1-800-338-2797 

3525  Seneca  St.,  West  Seneca,  NY  14224 


Executive  BackChair 


Engineered  for 
customized  ortiiopedic 
support  to  prevent  and 
relieve  back  pain. 

•  Forward-Ilk 
feature 

•  Adjustable 
neck  rest 

•  Built-in  adju.statile 
lumbar  support 

To  fit  iudindiialsfrom  5 


BackSaver  caU  1-800-251-2225 


5.S  Jeffrey  .\vt..  F.ME.  HoUiMon.  .\1.\  01746 


HAND  CARVED  MAHOGANY 
JETFIGHTiRS^^^^^....*^^ 


Up  to  6'6". 


•  16"  to  22"  models  ore  hond- 
crofted  from  solid  mohogony  with 
hondpointed  mor^tings  c   ^  deloils 

•  Over  160  modeiS  m  stock 

•  Priced  from  $99.50 

•  Sotisfoction  guoronteed 

Call  1-800-950-9944 


■^Aciriic 


WOBA'SIUMNCMMEtS 
OfRNi 

AEioscuirruiis 

14255  No*  7»iSit«i 
ScoHidofeAifpoHiW  85260 
[6021991-M   — _.    ^ 


WINE  CELLARS 


BY 


28  HANDMADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦  ma'oe  in  u  s  a 

I  FACTORY  DIRECT  TO  YOU  ^'^^Ts^^^vTr^^' 


h^ODEL 

DESCRIPTION 

APPRX  CAPACITY 

SUGG 
RETAIL 

YOUR 
COST 

440 

Upright 

400 

S2495 

$1695 

700 

Upright 

600 

2995 

1995 

296 

Credenza 

280 

2695 

1795 

114 

Compact 

114 

1395 

995 

230 

Two  Doors 

230 

1795 

1195 

700FUI? 

Fur  Vault 

8  to  10  Furs 

2995 

1995 

700HH 

His  and  Hers 

300  bottles  4/5  Furs 

3995 

2995 

Designers'  non  wood  model  60  bottle  gloss  door  899 

659 

W/?0/e/np //)/'/♦  134  W  131  St  St  (PO  Box  6161  £)♦  Los  Angeles,  CA  90061 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719-9518 

IIVtIVlEDIATE  SHIPMENT  ON  MOST  MODELS.  WE  WILL  NOT  BE  UNDEI?SOLD  ♦  CALL  US  FIRST 


CORPORATE  ITEMS 


Free  Shirt/Free  Logo 


Before  we  custom  embroider  your  logo  t)n  our  great  quality,  lOO'^ti  cotton, 
American  Made  polo  bhirt,  we'll  give  you  one  to  wear-test,  and  make  up 
your  logo,  free.  Try  our  shirt,  see  your  logo.  Find  out  tor  yourself  why  our 
shirt  with  your  logo  is  better  than  Lacoste  or  Ralph  Lauren.  Minimum 
order  just  12  shirts.  Free  shipping  tor  international  orders.  More  Into.'  Call 

1-800-847-4478        (Fax  1-718-782-4614) 

The  Queensboro  Shirt  Company 

Dept  F30,  80  N  5th  St,  Greenpoint,  NY  11211 


REPLICA  SCULPTURE 


GARGOYLES 

were  created  to  ward  off 
evil.  Our  detailed  replicas  of 

medieval  originals  are  handcast  by 

skilled  artisans. 

Free  Gargoyle 

Brochure,  or 

Color  Catalogue 

of  reproduction 

sculpture  and 

arctiitectura!  artifacts, 

$5.00. 

design  TOSCANO 

ISE.  Campbell  St,  Dept.  246 
Arlington  Hgb,  IL  60005 

1-800-525-0733.  e>(t246 


MAIL  ORDER  FRUIT 


HISTORICAL  REPRODUCTIONS 


Hiking  Staffs  fy 
^C^lking  Sticks 

Tnje  replicas  of  19tti 
century  designs  recre- 
ated by  master  Turner, 
Albert  Fromberger.  Asti 
shafts,  cast  iron  tips,  d 
finlals  of  Black  Ctierry, 
Tulip  Tree,  Sugar 
Ivlaple  or  Walnut.  1 2 
great  looking,  durable 
models,  eacti  ideal  for 
walkers,  hiikers,  birders,  and  fly  fistiing. 
FREE  Illustrated  Brochure. 

The  Poestenkill  Hiking  Staff  Mfg.  Co. 

Bo«  MO-f,  Potrttnlilll,  NY  12140 


Give  The  Taste 

of 
Florida  Sunshine 


Specializing  in  Personal 
and  Corporate  Gifts 

■  Jumbo  Navel  Oranges 

■  Sweet  Ruby  Red  Grapefruit 
Shipped  directly  from  our  packing- 
house in  St.  Lucie  County,  the 
heart  of  Florida's  famous  Indian 
River  citrus  district. 

Free  Color  Catalogue 
1-800-327-8640 


Driftwood  Fruit  Co. 

P.O.  Box  3502-F 
Vero  Beach,  FL  32964 


IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.    Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  whc;  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


3at.  ir 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stre.sses  ot  everyday  iitc, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
[paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to:  i 
Errol  Ryland,  Manager,  5LAj 
Box  149,  Fort  Garland,  CO 
81133,  or  caU  1-800  I  ()RBES-5J 
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FIASHBACKS 


EDITED  DY  DERD  A.  SAUNDERS 


"The  more  things  change . . ." 
70  yeai*s  ago  in  Forbes 

(From  the  issue  of  Oct.  14,  1922) 
"It  would  be  just  as  reasonable  to 
expect  a  ragged,  penniless  beggar  to 
pay  up  a  million  dollars  as  to  expect 
some  of  the  bankrupt  nations  of  Eu- 
rope to  pay  their  debt  to  us  during  the 
present  generation." 

"Henry  Ford's  plants  reopened  at 
the  same  rate  of  operation  as  when 
they  closed  down.  This  gives  work  to 
70,000  in  Detroit  at  once,  and  later  to 
additional  thousands  throughout  the 
country." 

60  years  ago 

(From  THE  ISSUE  OP  Oct.  15, 1932) 
"Senate  control  of  the  new  Congress 
to  convene  in  December  has  definite- 
ly passed  to  the  Democrats  so  far  as 
mathematics  are  concerned,  in  the 
appointing  of  a  Democrat  in  place  of  a 
Republican  as  the  Colorado  senator. 
Through  this  appointment  the  Dem- 
ocrats appear  now  to  have  a  majority 
of  one  vote  in  the  coming  short  ses- 
sion of  Congress." 

"When  President  Hoover  first 
called  together  leading  employers, 
early  in  the  Depression,  to  urge  them 
to  refrain  from  cutting  wages,  Mr. 
Ford,  you  may  recall,  'stole  the  show' 
by  dramatically  announcing  on  the 
White  House  steps  that  he  had  issued 
instructions  to  raise  the  pay  of  Ford 
workers.  The  original  Ford  minimum 
wage  .  .  .  was  $5  a  day.  It  was  later 
moved  up  to  $6,  then  to  $7  and,  it  is 
reported,  to  $8.  It  has  now  been 
reduced  to  $4." 

50  years  ago 

(From  THE  ISSUE  OF  Oct.  15,  1942) 
"Marine  underwriters  have  an- 
nounced another  reduction  in  war 
risk  rates,  the  second  in  30  days. 
Improved  convoying  methods,  re- 
sulting in  fewer  sub  sinkings,  is  re- 
sponsible for  the  reduction." 

"Stout,  beaming  Henry  J.  Kaiser's 
shipbuilding  .feats  have  caught  the 
country's  imagination.  His  first 
10,000-ton  cargo  vessel  was  complet- 
ed in  October  I94I, in  197  days.  This 
year  he  built  one  in  10  days.  He  is  no 
miracle  man,  but  he  has  a  secret  weap- 


World  War  II  champion  shipbuilder 
Henry  Kaiser  also  considered  mass- 
producing  giant  cargo  planes. 


on.  It  is  his  force  of  expediters.  An 
expediter  is  a  man  who  expedites  pro- 
duction. .  .  .  The  Kaiser  expediters 
worm  their  way  into  the  plants  of 
suppliers  and  see  with  their  own  eyes 
that  material  Kaiser  ordered  is  being 
pushed  along." 

"Explosive  rivets,  introduced  last 
year  to  break  the  bottleneck  in  aircraft 
production,  are  now  speeding  field 
repairs  of  damaged  planes  at  military 
depots.  By  using  these  rivets  (they 
have  a  high  explosive  secreted  in  the 
shank  and  explode  when  heat  is  ap- 
plied by  an  electric  gun),  a  plane  with 
a  gash  in  the  wing  or  a  bullet  hole  in 
the  fi.iselage  can  be  patched  quickly 
without  any  dismanding." 

25  years  ago 

(From  THE  ISSUE  OF  Oct.  15,  1967) 
"Since  time  immemorial  two  forms 
of  retailing  have  existed  side  by  side. 
One  is  the  oriental  bazaar,  which  was 
first  transformed  (according  to  He- 
rodotus) by  the  Lydians  of  Asia  Minor 
into  a  regular  market,  then  evolved 
into  the  city  emporium  and  finally 
today's  suburban  shopping  center. 
The  other  is  the  age-old  peddler, 
whose  modern  counterpart  was  Sears, 
Roebuck  and  its  famous  catalog — 
until  Sears  was  forced  by  the  automo- 
bile to  move  over  to  the  other  side  of 
the  fence.  But  now  ...  for  the  first 
time  the  possibility  begins  to  emerge 
of  a  whole  new  style  of  retailing, 
which  Forbes  can  best  describe  as 
tele -purchasing  (from  the  Greek  tele 
for  far  off),  or  long-distance  buying, 
in  which  the  goods  are  again  brought 
i-^  the  customer  instead  of  the  cus- 
tomer to  the  goods." 


"When  it's  over  it  should  be  over. 
When  a  man  is  no  longer  at  risk,  he 
loses  touch.  I  think  these  fellows  who 
think  they  have  some  long-term  right 
to  dignity  and  salary  and  expense 
accounts  and  company  planes  are  all 
wrong.  On  Dec.  21,  1963  I  walked 
out  of  there  and  said  that's  it:  no 
office,  no  secretaries.  Nothing." 
-G.E.  ex-chairman  Ralph  Cordiner 

"After  years  of  study  the  Association 
of  American  Railroads  adopted  an 
industrywide  automatic  car  identifi- 
cation system.  .  .  .  The  new  system 
will  permit  instantaneous  location  of 
any  car  in  the  fleet,  provide  quicker 
turnaround  of  cars  and  much  faster 
service  to  shippers.  More  important, 
it  could  increase  the  industry's  car 
utilization  by  as  much  as  10%,  the 
equivalent  of  180,000  cars." 


10 


years  ago 


(From  THE  ISSUE  OF  Oct.  25, 1982) 
"Recycling  of  cans,  at  least  of  the 
aluminum  variety,  is  gaining  momen- 
tum. Nearly  25  billion  aluminum 
cans — half  the  total  manufactured  last 
year  and  28%  of  all  cans  made — were 
recycled  in  1981,  up  150%  from  the 
year  before.  ..." 


Customer  sampling  cosmetics  in  a 
New  York  department  store. 


"Sales  of  cosmetics  and  women's 
fragrances  last  year  came  to  $5.6  bil- 
lion (skin  preparations  are  another 
$2.4  billion),  up  from  $3.9  billion  in 
1978.  Virtually  all  of  that  'grov^'  is 
just  inflation.  It  represents  a  growth 
of  43%  in  a  period  when  the  general 
cost  of  living  rose  39%  and  when  most 
cosmetics  prices  rose  much  faster. 
The  plain  fact  is  that  volume  on  many 
product  lines  has  been  falling  for 
years."  ^ 
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THOUGHTS  OH  THE  BUSIHESS  OF  LIFE 


Had  I  notjone  through 
the  ordeal,  in  more 
than  one  country,  of 
landin^r  a  job,  I  would 
be  tempted  to  lose 
patience  over  the  number 
of  letters  pouring  in 
from  fellows  who  want 
me  or  someone  else  to 
hand  them  a  job  on  a 
silver  platter  with 
a  guarantee  that  they 
will  receive  the 
wonderful  promotion 
their  talents  warrant.  .  .  . 
But  a  tragic  number  of 
youn£i  men  and  even  older 
men  have  a  notion  that 
it  is  not  up  to  them  to 
prosecute  the  bettering 
process.  They  look  to 
someone  else  to  perform 
the  trick  for  them. 


-B.C.  Forbes 


A  little  sincerit)'  is  a 
dangerous  thing;  a  great  deal 
of  it  is  absolutely  fatal. 
-Oscar  Wilde 

After  my  screen  test,  the 
director  clapped  his  hands 
gleefully  and  yelled: 
"She  can't  talk!  She  can't 
act!  She's  wonderful!" 
-AvA  Gardner 

Man  is  not  the  enemy  here, 
but  the  fellow  victim. 
The  real  enemy  is  women's 
denigration  of  themselves. 
-Betty  Friedan 

All  cruel  people  describe 
themselves  as  paragons 
of  frankness. 
-Tennessee  Williams 

I  prefer  drawing  to  talking. 
Drawing  is  faster,  and  allows 
less  room  for  lies. 
-Le  Corbusier 


A  Text... 

The  fear  of  the  Lord  is 
the  beginning  of  wisdom: 
a  good  understanding 
have  all  they  that  do 
his  conunandments:  his 
praise  endureth  forever. 
-Psalms  111-10 


Sent  in  by  Everett  F.  Waltman, 
Myrtle  Beach,  S.C.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


Business  more  than  any 
other  occupation  is  a 
continual  dealing  with  the 
future;  it  is  a  continual 
calculation,  an  instinctive 
exercise  in  foresight. 
-Henry  R.  Luce 

It  isn't  that  gentlemen 
really  prefer  blondes,  it's 
just  that  we  look  dumber. 
-Anita  Loos 

For  me,  painting  is  a  way 
to  forget  life.  It  is  a 
cry  in  the  night,  a 
strangled  laugh. 
-Georges  Rouault 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  1 1234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


The  first  thing  the 
first  couple  did  after 
committing  the  first 
sin  was  to  get  dressed. 
Thus  Adam  and  Eve  started 
the  world  of  fashion,  and 
st>'les  have  been  changing 
ever  since. 
-Time  magazine 

Dance  is  the  only  art 
of  which  we  ourselves 
are  the  stuff  of  which 
it  is  made. 
-Ted  Shawn 

Every  now  and  then,  when 
you're  on  the  stage, 
you  hear  the  best  sound 
a  player  can  hear.  It's  a 
sound  you  can't  get  in 
movies  or  in  television. 
It  is  the  sound  of  a 
wonderful,  deep  silence 
that  means  you've  hit 
them  where  they  live. 
-Shelley  Winters 

It's  better  to  be  quotable 
than  to  be  honest. 
-Tom  Stoppard 

Has  anybody  ever  seen  a 
dramatic  critic  in  the 
daytime.'  Of  course  not. 
They  come  out  after  dark, 
up  to  no  good. 
-P.G.  Wodehouse 

Angry  men  are  blind  and  foolish, 
for  reason  at  such  time  takes 
flight  and,  in  her  absence, 
wrath  plunders  all  the  riches 
of  the  intellect,  while  the 
judgment  remains  the  prisoner 
of  its  own  pride. 
-PlETRO  Aretino 

The  notes  I  handle 
no  better  than  many 
pianists.  But  the 
pauses  between 
the  notes — ah,  that  is 
where  the  art  resides. 
-Artur  Schnabel 
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THOUGHTS  OH  THE  BUSIHESS  OF  LIFE 


Had  I  not^one  through 
the  ordeal,  in  more 
than  one  country,  of 
landing  a  job,  I  would 
be  tempted  to  lose 
patience  over  the  number 
of  letters  pouring  in 
from  fellows  who  want 
me  or  someone  else  to 
hand  them  a  job  on  a 
silver  platter  with 
a  guarantee  that  they 
will  receive  the 
wonderful  promotion 
their  talents  warrant.  .  .  . 
But  a  tragic  number  of 
young  men  and  even  older 
men  have  a  notion  that 
it  is  not  up  to  them  to 
prosecute  the  bettering 
process.  They  look  to 
someone  else  to  perform 
the  trick  for  them. 


-B.C.  Forbes 


A  little  sincerity  is  a 
dangerous  thing;  a  great  deal 
of  it  is  absolutely  fatal. 
-Oscar  Wilde 

After  my  screen  test,  the 
director  clapped  his  hands 
gleefully  and  yelled: 
"She  can't  talk!  She  can't 
act!  She's  wonderftil!" 
-AvA  Gardner 

Man  is  not  the  enemy  here, 
but  the  fellow  victim. 
The  real  enemy  is  women's 
denigration  of  themselves. 
-Betty  Friedan 

All  cruel  people  describe 
themselves  as  paragons 
of  frankness. 

-Tennessee  Williams 

I  prefer  drawing  to  talking. 
Drawing  is  faster,  and  allows 
less  room  for  lies. 
-Le  Corbusier 
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A  Text... 

The  fear  of  the  Lord  is 
the  beginning  of  wisdom: 
a  good  understanding 
have  all  they  that  do 
his  commandments:  his 
praise  endureth  forever. 
-Psalms  111-10 
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favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


Business  more  than  any 
other  occupation  is  a 
continual  dealing  with  the 
ftiture;  it  is  a  continual 
calculation,  an  instinctive 
exercise  in  foresight. 
-Henry  R.  Luce 

It  isn't  that  gentlemen 
really  prefer  blondes,  it's 
just  that  we  look  dumber. 
-Anita  Loos 

For  me,  painting  is  a  way 
to  forget  life.  It  is  a 
cry  in  the  night,  a 
strangled  laugh. 
-Georges  Rouault 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  tO;  Forbes  Books,  P.O.  Box  1 1234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


The  first  thing  the 
first  couple  did  after 
committing  the  first 
sin  was  to  get  dressed. 
Thus  Adam  and  Eve  started 
the  world  of  fashion,  and 
styles  have  been  changing 
ever  since. 
-Time  magazine 

Dance  is  the  only  art 
of  which  we  ourselves 
are  the  stuff"  of  which 
it  is  made. 
-Ted  Shawn 

Every  now  and  then,  when 
you're  on  the  stage, 
you  hear  the  best  sound 
a  player  can  hear.  It's  a 
sound  you  can't  get  in 
movies  or  in  television. 
It  is  the  sound  of  a 
wonderfijl,  deep  silence 
that  means  you've  hit 
them  where  they  live. 
-Shelley  Winters 

It's  better  to  be  quotable 
than  to  be  honest. 
-Tom  Stoppard 

Has  anybody  ever  seen  a 
dramatic  critic  in  the 
daytime?  Of  course  not. 
They  come  out  after  dark, 
up  to  no  good. 
-P.G.  Wodehouse 

Angry  men  are  blind  and  foolish, 
for  reason  at  such  time  takes 
flight  and,  in  her  absence, 
wrath  plunders  all  the  riches 
of  the  intellect,  while  the 
judgment  remains  the  prisoner 
of  its  own  pride. 

-PlETRO  ArETINO 

The  notes  I  handle 
no  better  than  many 
pianists.  But  the 
pauses  between 
the  notes — ah,  that  is 
where  the  art  resides. 
-Artur  Schnabel 
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"We  feel  this  could  be  one  of  the 
biggest  winners  we've  ever  had. 
Take  20,000  shares." 
^^H   160 


ON  THE  COVER 


Why  Can't  They  Stop  Him?         160 

By  Richard  L.  Stern  and  Amy  Feldman 
Robert  E.  Brennan  no  longer  uses 
First  Jersey  Securities  to  fleece  small 
investors.  He  has  other  ways. 

An  Interview  With 

Margaret  Thatcher  42 

By  Robert  Lenzner 

Does  the  turmoil  in  European  curren- 
cy markets  put  paid  to  hopes  for  a 
united  Europe?  Yes,  says  Margaret 
Thatcher — and  good  riddance. 


COMPANIES/INDUSTRIES 


46 


Catellus  Development 

By  Howard  Rudnitsky 

A  real  estate  deal  for  bargain  hunters 

still  interested  in  California. 

Oil  47 

By  Toni  Mack 

Giant   oil   companies   rush   abroad; 

contrarians  drill  at  home. 


General  Instrument 

By  Christopher  Palmeri 

Donald  Rumsfeld's  latest  venture. 


88 


Inland  Steel 

By  Christopher  Palmeri 
Down-to-earth  talk. 


106 


122 


Cabot  Corp. 

By  Subrata  N.  Chakravarty 

The  boss  says  he  once  thought  of 

calling  in  a  raider.  No  more. 


Smart  &  Final 

By  John  H.  Taylor 

A  great  customer  base. 


128 


Electric  Utilities  134 

By  Paul  Klebnikov 

Some  make  money  reducing  sales. 

Bank  Of  Boston  144 

By  Rita  Koselka 

It's  learned  a  lesson.  Too  well? 

Financial  Services  1^0 

By  Howard  Rudnitsky  and  Matthew  Schifrin 
The  younger  generation  prefers  mu- 
tual funds  and  discount  brokers. 


Abbott  Laboratories 

By  Marcia  Berss 

Coping  with  ihe  bad  news. 

Travelogue  Inc. 

By  Tatiana  Pouschine 

Extra  service  at  no  extra  cost. 

The  Bradford  Exchange 

By  Phyllis  Berman  with  R.  Lee  Sullivan 
How  collectibles  pay  for  Rick 
MacArthur's  left-wing  causes. 


153 


154 


168 


181 


"What  is  it  about 
people  who  enjoy 
the  freedoms  of 
democracy,  who 
enjoy  the  elect- 
ed representatives' 
being  account- 
able  to  the  people? 
Why  do  they 
want  to  substitute 
bureaucracy?" 
42 


J.P.  Morgan 

By  James  R.  Norman 

It  moves  into  securities  underwriting. 

Deere  &  Co.  186 

By  Gary  Slutsker 

Are  farmers  ready  for  new  equipment? 

Television  192 

By  Rita  Koselka 

The  new  hit  TV  show  Studs  is  full  of 

sexual  innuendo.  It  makes  money. 

Up  &  Comers:  210 

Ramsay-HMO,  The  Sharper  Image, 
International  Jensen. 

Starting  Tour  Own  Business: 

J.  Peterman  Co.  222 

ByGailBuchalter 

A  $45  million  catalog  business. 

Clayton  Homes  240 

By  William  Stern 

Jim    Clayton,    sharecropper's    son, 

makes  and  sells  trailer  homes. 

Karsten  Manufacturing  248 

By  Jody  Brennan 

Behind  Ping  golf  clubs. 


"Baby  boomers 
see  professionals 
as  counselors, 
while  older  people 
are  more  likely 
to  see  them  as 
priests.  That  has 
ramifications  for 
all  kinds  of 
industries." 
^^IB   150 


INTERNATIONAL 


In  Step  50 

By  Gale  Eisenstodt 

Japan's  electronic  retailing  cartel. 

The  Green  And  The  Gray  52 

By  Peter  Fuhrman 

Europe's  coming  small  luxury  cars. 

Red  Rocket's  Glare  64 

By  Craig  Mellow 

Russia's  rocket  scientists. 

Asia's  Next  Flash  Point?  96 

By  Andrew  Tanzer 

China  eyes  the  South  China  Sea. 


Self-inflicted  Wound  226 

By  Gale  Eisenstodt 

Japan's  fund   houses  are  sheltered 

The  losers  are  the  Japanese. 


The  King  Of  Cork 

By  Manjeet  Kripalani 

Portugal's  Americo  Amorim. 


230 


Plantnappers  278 

By  Richard  C.  Morals 

A  new  crime  takes  root  in  England 


MONEY  &  INUESTING 


Patterns  Of  Wealth  Creation         72 

By  Dyan  Machan 

A  chat  with  Richard  Rainwater. 
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'Our  traditional  chemical  businesses 
were  decreed  to  be  cash  cows." 
I^^H   122 

The  Money  Men: 

Gerald  Appel  146 

By  Peter  Brimelow 

The  technical  approach  to  investing. 


Insurance: 

Hot  Product,  New  Problems 

By  Carolyn  T.  Geer 
.First-to-die  insurance  policies. 


196 


234 


Speculative  Utilities 

By  Manjeet  Kripalani 

Deregulated  power  production   at- 
tracts growth  stock  fans. 

Death  Taxes,  And  Then  Some     236 

By  Carolyn  T.  Geer 

Leaving  your  heirs  insurance  money. 

The  Funds  288 

The  Italy  Fund,  the  Meridian  Fund, 
the  L.  Roy  Papp  Stock  Fund. 

Statistical  Spotlight: 

The  Best  Of  Both  Worlds?  294 

By  Enc  S.  Hardy 

Attracting  growth  and  value  investors. 


The  Forbes  Index 
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New  Issues  Review 


40 

285 
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Streetwalker  304 

The  stock  market;  Alexander  &  Bald- 
win; Cruise  America;  Zero  Corp.; 
GenCorp. 
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On  The  Docket: 
The  Right  To  Fire 

By  David  Frum 
F^xpensive  symbolism. 


Enthusiasts  can  whack  together 
a  reasonable  facsimile  of  a 
76      vintage  fighter  plane  for 
as  little  as  $7,000. 

^mam  268 


100 


^'Designated  Inmates 

By  Leslie  Spencer 

Risks    in    environmental 

compliance. 


Social  Insecurity  112 

By  Peter  Fuhrman 

The  U.S.  Social  Security'  system  could 

boost  American  competitiveness. 

FoUow  The  Money 

By  Laura  Saunders 

Taxes  and  the  middle  class. 

The  Valley  Of  The  Spies  200 

By  Norm  Alster 

Spies  are  busier  than  ever. 

Houston  244 

By  Sandy  Sheehy 

A  posh  area  is  attracting  lawyers. 

The  Accounting  Games 

Charities  Play  252 

By  Roula  Khalaf 

How  much  of  the  money  you  give 

gets  out  to  your  worthy  cause .^ 


MARKETING 


Halloween  Boo-Quets,  Anyone^  206 

By  Joshua  Levine 

Florists  hype  silly  new  products. 


COMPUTERS/COMMUNICATIONS 


260 


Lights,  Cameras,  Chips! 

By  James  R.  Norman 

Moviemakers  and  computers.  Also: 

Commentary  by  Richard  A.  Shaffer. 


SCIENCE  &  TECHNOLOGY 


Biodiversity  Vs. 

Bioengineering?  266 

By  Peter  Huber 

If  it's  from  a  lab,  it's  bad.^  Nonsense. 


PERSONAL  AFFAIRS 


268 


Why  Not  Make  It  A  Spad? 

By  Michael  Gianturco 

Those  magnificent  men  and  their  fly- 
ing machines.  Also:  The  airlines'  ticket 
settlement;  Lx)ndon  antique  business. 

^m  Editorial  index  is  on  page  6 
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DIAMANTE. 

THE  APPRAISALS  ARE  IN. 

Appraisals  from  experts  are  always  enlightening.  On  the 
Diamante,  they  have  been  overwhelmingly  glowing. 

Motor  Trend  reported  that  "the  Diamante 's  sharply  de- 
fined performance  enables  a  dnver  to  feel  eminently  in 
control."  Meanwhile,  the  interior  design  ensures  that  "driver 
and  passengers  are  utterly  pampered." 

The  Diamante  is  "a  well-bred  automobile,"  according  to 
Carand  Driver.  "The  ride  is  controlled,  yet  magic-carpet 
silky.. .the  leather  intenoris  a  knockout.. .whisper-quiet." 

And  after  road-testing  the  Diamante  LS,  with  its  202- 
horsepower  \/6  engine,  ABS  brakes,  exclusive  TCL"  traction 
control,*  driver-side  air  bag  and  numerous  luxury  amenities. 
Road  &  Track  simply  said,  "We  are  mightily  impressed." 

If  you  would  like  to  make  your  own  evaluation,  your 
Mitsubishi  Motors  Dealer  would  be  happy  to  oblige.  Please 
call  1-800-447-4700  for  the  Dealer  nearest  you. 


The  name  Mitsubishi  means  three  diamonds,  and  has  signified 
automotive  excellence  for  75  years. 
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flawlessly.  Botch  this  one  and  you 
are  out  of  here^  history^  finished^ 
terminated^  toast^  lunch^  gonzo^ 
dead^  liaput.  And  one  more  thing. 

DoitforLESSIIAONE 

than  you've  done  it  before!" 


When  the  pressure  is  on  to  do  it  right.  And  do  it 

for  less.  Do  it  with  FedEx  Standard  Overnight'" 

Senice.  All  flie  reliability  of  Federal  Express,  but 

for  less  money,  because  your  package  arrives 

by  3  PM  the  next  day?  As  always  you  get  the  best 


package  tracking  system  in  the  business,  a  money- 
back  guarantee  and  on-call  pickup  at  no  extra 
charge.  Call  us  at  800-238-5355.  It's  everything 
you  like  about  our  10:30  AJVI  FedEx  Priority 
Overnight"*'  Service.  Just  a  little  later  in  the  day. 


Our  Most  Important  Package  Is  Yours: 


1():.10  .\.\l  and  .1:00  PM  deliven'  in  W  iireas.  Consult  our  Sen'iee  (5iiidc  for  details  and  restrictions  of  our  money-back  guarantee. 
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lomething's  Out  There 


^._j. 


Its  McDonnell  Douglas. 

The  company  responsible  for  some 


of  the  most  extraordinarv  advances 


^  ,    *  in  aerospace  histor\-.  Like  the  F  A-18 

Hornet— which  can  change  from  bomber  to 

i  • 

fighter  in  midmission.  The  C-17— which  can  land 

in  3.000  feet,  even  while  carrying  80  tons  of  personnel 

and  equipment.  The  highly  efficient  MD-11  airliner.  Delta  — 

the  world's  most  reliable  space  booster.  And  the  space  station  Freedom, 

our  next  giant  leap  into  space.  The  fact  that  we've  turned  out  one  amazing  performer 

after  another  should  come  as  no  surprise.  UTien  you're  a  world  aerospace  leader. 

you  have  to  do  some  prettv'  incredible  things. 


IVICDOMMELL  DOUGLAS 


Performance  A  hove  A  nd  Beyond. 
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A  lecture  from  Mrs*  Thatcher 

We  WANTED  TO  INTERVIEW  former  British  Prime  Minister  Margaret 
Thatcher  about  the  currency  turmoil  in  Europe.  After  agreeing  to  see 
Forbes,  however,  Thatcher  made  it  clear  she  wanted  to  talk  about  a 
broader  subject:  the  futility  of  trying  to  submerge  the  many  Europe- 
an nationalities  into  a  single  superstate.  If  Thatcher  is  right,  1992 
will  go  down  in  history  not  as  the  year  when  Europe  moved 
irrevocably  toward  political  union  but  as  the  year  when  that  fantasy 
was  finally  discredited. 

Robert  Lenzner  interviewed  her  in  New  York — if  interview  is  the 
correct  word.  In  fact,  says  Lenzner,  Thatcher's  intimidating  st)'le 
involves  as  much  lecture  as  inter\'iew.  Turn  to  page  42  for  Lenzner's 
lively  account  of  their  meeting. 

A  guide  for  the  perplexed 

On  THE  SUBJECT  OF  TURMOIL  in  the  currency  markets,  if  you  are  one 
of  the  millions  of  otherwise  well-informed  people  who  are  conftised 
by  the  g\Tations  of  sterling  versus  dm,  dollar  versus  yen,  lira  versus 
peseta,  I  strongly  urge  you  to  visit  or  phone  your  favorite  bookstore 
for  Tl)e  Money  Bazaar  by  FoRBES  columnist  Andrew  Krieger  (Times 
Books,  1992,  $22).  This  is  no  ponderous  economic  tome  but  a 
sparkling  explanation  of  what  goes  on  in  the  currency  markets, 
written  by  a  man  who  makes  his  living  there,  who  understands  both 
the  big  picture  and  the  grimy  details. 

The  unsinkable  Bob  Brennan 

Veteran  Forbes  reporter  Richard 
Stern  says  of  Robert  Brennan:  "He's 
the  class  act  in  his  business."  Stern 
says  that  in  exasperation,  not  in  admi- 
ration, for  Brennan's  business  is  about 
as  sleazy  as  they  come.  Polished  and 
handsome,  the  pal  of  politicians  and 
an  ostentatious  public  benefactor, 
Brennan  excels  at  developing  seem- 
ingly legal  techniques  for  separating 
investors  from  their  savings.  And  get- 
ting away  with  it. 

Stern  thought  we  had  nailed  Bren- 
nan back  in  1984  when  in  a  prize- 
winning  cover  story  Stern  did  what  the 
securities  regulators  had  failed  to  do: 
showed  how  Brennan  and  his  First  ^^BH 
Jersey    Securities    manipulated    the 

stocks  of  obscure  companies.  Shortly  after,  Brennan  sold  most  of  First 
Jersey's  branch  offices.  Brennan  was  found  guilty  of  no  crime  and, 
right  under  the  noses  of  the  security  regulators,  continued  his  financial 
manipulations.  How  does  he  get  away  with  it?  Read  "But  where  are 
the  cops?"  by  Stern  and  Amy  Feldman,  starting  on  page  160. 
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IFYOirVEGOTTHECAR, 
WE^  GOT  THE  TIRE. 


If  you've  got 
a  family  car, 
we've 
got  the  tire 
that  may  last 
as  long  as  you  own  it. 

Our  all-season  XH4.  Backed  by 
an  80,000-mile  treadwear 
limited  warranty.  (See 
dealer  for  details.) 

If  you've 
got  a  luxury 
perform- 
ance car,  our 
new  MXV4 
gives  you  the  kind 
of  comfort  and  handling  that  only 
a  Michelin  can.  Plus  all-season 
technology  so  advanced  we  call  it 
Climate  Control. 

If  you've  got  the  kind 
of  car  everyone  in  the 
world  wants,  we've 
got  the  tire  that  will 
make  them 
want  it 


even  more.  The  XGT  Series.  With 
speed  ratings  from  112 
to  149  mph  and  higher. 
And  the  technology 
to  handle  it. 

And  if 
you've 
got  a 

light  truck, 

we've  got  the  tire  with  durability 
and  traction  both  on  and  off 
road.  Plus  the  smooth  and 
quiet  ride  you  expect 
from  us. 
We  make  a  lot  of 
different  tires.  Each  one  built  the 
very  same  way.  Like 
a  Michelin.  And 
if  you  don't  know 
how  important 
that  can  be, 
you  will  the 
minute  you 
own 
one. 

MICHELIN 

BECAUSE  SO  MUOI  IS  RIDING 
ONYOURTIRES.^ 


It's  a  challenge  to  the  competition  and  a  work  ethic  here 
at  Chemical  Banking  Corporation. 

It  pledges:  be  effective  enough  to  make  yourself  indispens- 
able to  your  customer;  anticipate  trends  that  benefit  your  customer; 
create  products  and  services  diat  are  ft^esh  and  new. 


^Chemical 


It  says  don't  take  relationships  for  granted,  an  important 
credo  because  we're  first  on  so  many  ft"onts:  first  in  primary  rel 
tionships  widi  U.S.  corporations,  first  in  loan  syndication  world 
wide  and  first  in  serving  middle  market  companies,  for  example, 

At  Chemical  the  raw  materials  of  innovation  are  capital 


trength  combined  with  intellectual  currency. 

This  year's  equity  offering— the  largest  ever  for  a  U.S.  com- 
lercial  bank— added  more  than  $1.5  billion  to  our  already  strong 
apital  base.  And  we  intend  to  continue  building  it. 

Intellectual  currency  is  the  intelligence,  ingenuity,  drive  and 


knowledge  our  people  use  to  meet  clients'  financial  needs. 

We  use  intellectual  currency  and  capital  strenpth  to  inno- 
vate across  all  markets  and  all  functions.  If  you  are  a  customer  of 
ours,  or  if  you  become  one,  hold  us  to  our  pledge.  We'll  help  you 
innovate  so  you  can  leave  your  competition  in  your  wake. 


iMTELLECrUAL  CURRENCY.  CAPITAL  STRENGTHS 


1992  Chemical  Banking  Corporation, 
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Negatives  on  imaging 

"DON'T  DUMP  your  computer 
stocks."  So  advised  Forbes  two  years 
ago  when  it  appraised  the  growth 
potential  of  Wang,  Digital  Equip- 
ment Corp.  and  ibm  (Nov.  26,  1990). 
The  rationale  for  the  bullish  advice: 
imaging,  the  technolog)'  where  com- 
puters create  and  manipulate  pictures, 
not  the  electronic  numbers  and  letters 


While  imaging 
technology  hasn't 
boosted  big  com- 
puter companies' 
earnings,  soft- 
ware companies 
may  start  cash- 
ing in. 


that  had  long  been  their  bread  and 
butter.  Because  images — ever\thing 
from  fingerprints  to  blue  prints — are 
much  more  taxing  on  a  computer's 
storage  and  processors  than  simple 
text,  it  seemed  a  good  bet  that  big 
system  makers  would  reap  the  spoils. 

Hasn't  yet  worked  out  that  way, 
though.  Wang  is  bankrupt.  IBM  is 
struggling  to  recast  itself  as  a  company 
of  several  autonomous  subsidiaries. 
DEC  is  swimming  in  red  ink. 

With  the  recession,  of  course,  most 
companies'  computing  budgets  sim- 
ply aren't  up  to  investing  in  a  radically 
different  kind  of  computing.  More- 
over, imaging  requires  a  deep  under- 
standing of  business  processes:  how  a 
mortgage  approval  process  works,  for 
example.  The  big  computer  compa- 
nies erred  in  trying  to  sell  the  imaging 
concept  to  the  information  technol- 
ogy specialists,  instead  of  to  business 
managers  who  understood  how  paper 
flowed  from  desk  to  desk  in  the  mort- 
gage department. 

Imaging  still  has  the  potential  to 
earn  large  sums  for  IBM,  DEC,  nc:r  and 
other  big  vendors,  says  Scott 
McCready,  a  principal  of  Internation- 
al Data  Corp./Avante.  McCready  ex- 
pects IBM  to  sell  $600  million  of  imag- 
ing technology  this  year — not  a  large 
amount  of  money,  but  up  from  $425 
million  in  1991.  The  key,  he  adds,  is 
designing  software  that  allows  busi- 
ness managers  to  automate  the  flow  of 
work  from  one  desk  to  another. 

If  the  big  companies  don't  do  that, 
says  McCready,  software  houses  Lo- 


14 


H-  Ti^A. 


tus,  Microsoft,  Borland  and  Novell 
will.  -David  Churbuck 


Will  crime  finally  pay? 

When  Tom  Beasley  and  Doctor 
Crants  founded  Corrections  Corp.  of 
America  in  1983,  they  thought  their 
Nashville-based  startup  would  be- 
come the  Hospital  Corp.  of  America 
of  the  prison  industry.  Their  premise: 
that  a  private  company  could  build 
new  prisons  cheaper  and  faster  than 
the  government  and,  without  unions 
and  civil  service,  could  run  them  more 
economically,  too.  Two  years  into  the 
venture,  Beasley  was  so  sure  crime 
would  pay  for  CCA  that  he  told  Forbes 
the  company  might  run  40,000  pris- 
on beds  by  1990  (Feb.  11,  1985). 

If  overoptimism  is  a  crime,  Beasley 
is  guilt\'.  Today  CCA  runs  21  facili- 
ties— it  owns  10,  and  manages  11  for 
the  government — with  a  total  of 
7,300  beds.  Profits?  The  $68  million 
(sales)  company  didn't  break  into  the 
black  until  1989,  when  it  earned  $1 .6 
million,  just  17  cents  a  share. 

What  happened.^  In  response  to 
prison  overcrowding  and  tight  bud- 
gets, many  state  governors  pursued 
alternatives — such  as  early  release 
programs  for  nonviolent  criminals — 
that  delayed  the  need  for  new  prisons. 
"Turf  protection"  was  also  a  factor: 
In  most  states,  the  prison  bureacuracy 
and  corrections  officers'  unions  stifled 
the  private  sector  competition. 

Today,  however,  cca's  prospects 
are  looking  up  again.  Most  of  the 
offenders  who  qualified  for  early  re- 
lease are  now  out  of  the  system — and 
there  arc  still  far  fewer  cells  than  need- 
ed, given  the  increase  in  violent  crime 
and  mandated  sentences  for  drug  of- 
fenders. At  present,  the  private  sector 
owns  and  manages  around  1%  of  the 
1.2  million  prison  beds  in  operation. 
According  to  one  estimate,  the  nation 
will  need  600,000  additional  beds  in 
the  next  two  years. 

cc;a  has  increased  the  number  of 
prison  beds  it  owns  and  operates  by 
one-third  this  year  alone,  and  Wall 
Street  is  taking  notice.  c:cA  should 
earn  around  $2  million  (21  cents  a 
share)  this  year  and  double  that 
amount  in  1993.  cca's  shares  recently 
traded  at  5% — well  below  the  9  at 
which  the  company  came  public  in 
1986,  but  up  from  a  low  of  3  in  1987. 
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"These  hair-trigger  pistols 

once  saved  the  ovmer  of  The  GlenUvet 

from  a  hand  of  cutthroats. 


Sandy  Milne  holding  forth  on  the  pistols 


What  is  a  single  malt  Scotch?  

A  single  malt  is  Scotch  the  way  it  was  original!}':  one  single  whisky,  from  one  single 

distillery.  Not,  like  most  Scotch  today,  a  blend  of  many  whiskies.  The  GlenUvet 

single  malt  Scotch  whisky  should  therefore  ht  rompared  to  a  chdteau-hottled  wine. 

Blended  Scotch  is  more  like  a  mixture  of  wines  from  different  vineyards. 


Sandy  Milne, 
our  Resident  Sage. 


T. 


-he  men,  a  brutish  lot,  were 
clearly  intent  on  dirty  doings. 

The  scene  was  the  desolate  inn 
at  Cock  Bridge,  in  the  Highlands. 
George  Smith,  maker  of  The 
GlenUvet  single  malt  Scotch,  was 
on  his  way  home  from  a  sale  of  his 
much  prized  whisky,  his  money 
belt  stuffed  with  gold  sovereigns. 

Also  at  George's  belt,  fortunately, 
were  a  pair  of  hair-trigger  pistols, 
given  him  by  the  laird  of  Aberlour. 
Before  the  men  could  jump  him,  he 
cocked  one  of  the  pistols  and  fired 
into  the  peat  fire.  A  cloud  of  white 
ash  filled  the  room.  By  the  time  it 
had  cleared,  George  was  on  his 
horse  and  well  away. 

"If  that  pistol  had  misfired,"  says 
our  Sandy  Milne,  "there  might  not 
be  such  a  thing  today  as  The 
GlenUvet.  A  thought  horrible  to 
contemplate." 


The  GlenUvet. 
The  Father  of  All  Scotch. 


©1992.  Imported  by  The  Glenlivet  Distilling  Company,  NY,  NY.  12-year-old  single  malt  Scotch  whisky.  Ale.  43%  by  vol  (86  proof).  The  Glenlivet  is  a  registered  trademark. 


"To  Attract  Business, 
You've  Got  To  Think  Like  One. 


Connecticut  wants  your  business.  So  we're  doing  what  any  good  company 
vv'ould  do:  listening  hard  to  our  customers.  You've  told  us  what  you  need.  We've  got  it^ 
and  then  some. 

First,  vv^e've  balanced  our  budget  and  ended  the  fiscal  year  v/ith  a  surplus.  Anc  " 
v\/e  did  it  all  with  on  equitable  tax  structure,  not  by  breaking  the  back  of  business.  In  fact, 
at  the  some  time  v/e  redefined  "manufacturing  equipment"  so  firms  can  upgrade  on  a      m^ 
tax-favorable  basis. 

Next,  our  legislature  passed  one  of  the  most  aggressive  business  incentive  pac 
ages  in  the  country,  including  a  billion-dollar  loan  and  loan-guarantee  program. 

We  have  one  of  America's  most  highly  skilled  work  forces,  readily  available 
They've  worked  on  everything  from  jet  engines  and  biotechnology  to  MIS  systems  for 


nancial  giants.  If  your  business  requires  special  training,  we'll  design  a  customized 
xogram  and  help  pay  for  it. 

You  \A/ant  to  become  more  globally  competitive.  We  knosA/  how  to  help. 
Connecticut  is  America's  number-one  exporter  per  capita  of  manufactured  products. 

You  want  a  solid  infrastructure.  We've  invested  $7.5  billion  in  highways,  ports 
:ind  airporfs  to  serve  long-term  business  growth.  You  can  capitalize  on  high-speed  infor- 
nation  transfer  via  the  digital  fiber-optic  telecommunications  netv/ork  in  the  state. 

We'll  show  you  fully  developed,  prezoned  industrial  parks  in  prime  locations, 
leady  for  you  right  nov/.  Start  by  calling  our  Department  of  Economic  Development  toll 

ree,  at  1-800-392-2122.  You'll  like  the      P'QlSJXfFCTIC'lJT 

A/ay  we  th  i n k.  The  State  That  Thinks  Like  A  Business. 
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FOLLOW  THROUGH 


Thrashing  around 

Nu-West  Industries  went  public  in 
late  1988  at  $12.50  a  share.  Big  share- 
holders, then  and  now,  in  the  Engle- 
wood,  Colo. -based  fertilizer  compa- 
ny include  such  high-profile  money 
managers  as  Weiss,  Peck  &  Greer, 
George  Soros  and  Michael  Steinhardt 
(Sept.  18,  1989). 

How's  Nu-West  doing?  Don't  ask. 
Soon  after  the  offering,  the  stock  rose 
to  18^2,  then  collapsed  to  6V4  when 
fertilizer  prices  swooned,  causing  a 
liquidity  crisis  in  1989.  In  fiscal  1992 
phosphate  fertilizer  prices  dropped  to 
near  record  lows,  and  Nu-West  lost 
$4.2  million  on  sales  of  $98  million. 
Its  shares  recently  traded  below  1 . 

The  company  is  still  thrashing 
around,  though.  In  January  it  bor- 
rowed $3  million  to  develop  a  new 
technology  to  produce  chemical  ex- 
tracts from  phosphoric  acid.  Nu-West 


I   Nu-West  Chairman 
I   E.  Theodore  Stolberg 

Hard  times  in 

fertilizer. 


subsequently  assumed  another  $5 
million  in  debt  when  it  bought  out  a 
50%  partner  in  a  venture  that  owns 
phosphate  reser\es  in  Idaho.  As  of 
June  30  Nu-West  had  long-term  debt 
of  $46  million,  against  equity  of  only 
$11  million. 

E.  Theodore  Stolberg,  the  Weiss, 
Peck  partner  who  is  Nu -West's  chair- 
man, declined  to  comment  on  the 
company's  current  status  or  pros- 
pects. Weiss,  Peck  affiliates  hold  39% 
of  Nu-West's  common  equit>'  and 
have  $10  million  in  loans  outstanding 
to  the  company.  Also  sitting  on  a  loss 
is  George  Soros'  Quantum  Fund, 
owner  of  5%  of  Nu-West's  common. 

Rather  than  common,  Michael 
Steinhardt's  Steinhardt  Partners 
bought  $9.6  million  (face  value)  of 
subordinated  notes  paying  9^2%;  at- 
tached were  warrants  to  buy  6%  of 
Nu-West  common  at  $9.50  a  share. 
Steinhardt's  warrants  are  practically 
worthless,  but  Nu-West  has  stayed 
current  on  its  subordinated  debt 
payments.  Wk 
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Bartley  revisited 

When  Forbes  last  talked  to  Kenneth 
Boudrie  (July  28,  1986),  he  had  built 
his  Bartley  Collection  into  a  fine  little 
manufacturing  and  mail-order  busi- 
ness. According  to  Boudrie,  the  com- 
pany was  selling  around  $8  million  a 
year  worth  of  high-qualit\'  Chippen- 
dale- and  Queen  Anne-style  furnitufe 
kits  for  the  hobby  market  from  Bou- 
drie's  estate  and  plant  on  Chesapeake 
Bay's  eastern  shore.  An  entrepre- 
neur's dream,  the  business  enabled 
Boudrie  to  spend  time  with  his  family 
and  indulge  his  passion  for  boating. 

Boudrie  reports  that  after  our  arti- 
cle appeared,  he  received  scores  of 
offers  to  buy  his  company.  In  1987  he 
decided  to  sell  the  Bartley  Collection 
to  the  Sprigg  Lane  Investment  Corp., 
a  family- owned  investment  company 
based  in  Charlottesville,  Va. 

Since  the  deal  closed,  Boudrie  has 
been  trying  to  create  a  device  that 
would  help  wheelchair-bound  people 
get  in  and  out  of  boats.  (Boudrie  was 
crippled  by  a  car  accident  in  college.) 

For  the  Bartley  Collection,  the  past 
five  years  have  been  tough.  The  ftirni- 
ture  market  has  been  terrible,  for  kit 
makers  as  well.  At  Bartley,  the  new 
owners  initially  expanded  in  the  low 
end  of  the  market,  putting  out  some 
kits  for  as  little  as  $39.  That  strategy 
soon  flopped;  the  new  owners  have 
since  returned  to  Boudrie's  original 
high-priced  kit  strategy,  even  intro- 
ducing some  kits  priced  above 
$4,000.  According  to  Sprigg  Lane, 
sales  are  picking  up. 

Under  the  sale  agreement  Boudrie 
received  some  cash  up  front  and 
monthly  payments  to  cover  rent  on 
his  building  and  production  equip- 
ment, and  for  a  noncompete  and  con- 
sulting agreement  that  expires  in 
1994.  He  also  was  to  receive  15%  of 
Bartley's  sales  after  a  certain  amount 
until  he  reached  an  agreed-upon 
payout.  Boudrie,  clearly  unhappy 
with  the  way  things  turned  out,  has 
sued  Sprigg  Lane. 

Sprigg  Lane  has  countersued  Bou- 
drie over  inventory  valuations,  op- 
tions to  purchase  Boudrie's  equip- 
ment and  the  terms  of  his  payout. 

Boudrie  says  he  misses  Bartley,  and 
would  like  to  buy  it  back.  Sprigg  Lane 
says  the  company  isn't  for  sale  but  that 
any  offers  will  be  considered.  Stay 
tuned.  — Rita  Koselka  ^ 


TllE  GM  CARD.^" 
EVERY  TIME  YOU  USE 

IT.  GM  WILL  CREDIT 
v'"  OF  YOUR  PURCHAS 
^TOWARD  ANY  NEW 

GM  CAR  OR  TRUCK. 

Now  you  can  Uirn  biiyii 
power  into  horsepower.  Plasi 
Inlo  sleel.  With  ihe  new  G 
MaslerCard® 

HX'CTy  time  you  use  it.  G 
will  credit  5"()  of  your  pii 
chase  toward  buying  or  k^asii 
any  new  Chevrolet.  Pontii 
Oldsmobile,  Buick.  (Cadillac 
GMC  Tru(  k. 

5%  toward  a  new  G 
vehicle  every  timc^  you  make 
purchase,  take  a  vacation  or , 
out  to  dinner.  All  credited  t( 
special  GM  rebate  accou 
we'll  open  in  your  name, 
could  mean  saving  hundrec 
even  thousands  of  dollai 
over  and  above  any  other  di 
counts  or  rebates. 

You  ^et  all  the  adva 
ta^es  of  MasterC^ardf  with  1 
annual  fee.  And  you  can  jum 
start  your  savings  by  sim| 
transferrinf>  your  outstandii 
credit  card  balance  to  the  i\ 
Card. 

You'll  ^et  the  full  GMCa 
rebate  of  5'*/()  on  money  you' 
already  spent.  Th(»  GM  (^an 
The  new  finan(  iai  vehicle. 

1-8QQ-8GM-CAR: 
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THE  GM  CARD: 

THE  NEW  FINANCIA 
VEHICLE!" 
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lo  $500  annually,  or  maximum  ol  $3500  over  1  years  | 
be  combined  wilh  other  GM  oilers  Subiecl  lo  GM  Card  Hi 
Program  Rules  Cash  advance  linance  charges  apM 
balance  Iranslcrs 
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Bad  news  for  this  bear 

Thk  skason'S  still  young,  but  it's 
been  rough  sledding  for  pro  football's 
Chicago  Bears  and  their  coach,  Mike 
Ditka,  53,  famous  for  his  fier)'  temper 
and  postgame  histrionics. 

The  team  has  limped  to  a  2-3  rec- 
ord so  far.  Now  Ditka  (he's  the  sub- 
ject of  a  new,  unauthorized  and  de- 
cidedly unflattering  Pocket  Books  bi- 
ography titled  Ditka:  Monster  of  the 
Midway)  is  having  some  personal  fi- 
nancial problems  as  well.  In  the 
Eighties,  when  he  was  the  toast  of  the 
Windy  Cit\',  Ditka  and  some  partners 
opened  three  watering  holes  in  the 
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Mike  Ditka  of  the  Chicago  Bears 
Sacked  by  the  restaurant  business. 


Chicago  area.  All  named  Ditka's, 
these  sports  bar/restaurants  were  a 
runaway  early  success  but  soon  fell 
victim  to  squabbling  among  partners. 
Earlier  this  year  Ditka  shuttered  the 
downtown  Chicago  location,  leaving 
behind  a  fistfijl  of  creditor  lawsuits. 
An  Indiana  restaurant  was  closed  ear- 
lier. Now  a  former  partner  has  sued 
Ditka,  charging  that  $90,000  he  lent 
to  the  remaining  restaurant  near 
O'Hare  Airport  was  never  repaid. 
Ditka's  lawyer,  Michael  McDermott, 
says  Ditka  is  fiinding  the  losses  for  the 
last  restaurant  out  of  his  own  pocket. 
-Gary  Slutsker 

Shinn's  fans 

Nkvv  hoph  for  San  Francisco's  base- 
ball fans.  In  August  San  Francisco 
Giants  owner  Robert  Lurie  accepted  a 
$115  million  offer  for  the  team  from  a 
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group  that  wants  to  move  the  Giants 
to  St.  Petersburg,  Fla.  A  few  weeks 
later,  a  group  led  by  George  Shinn 
said  it  hoped  to  buy  the  team  and  keep 
it  in  the  Bay  area. 

Based  in  Charlotte,  N.C.,  Shinn, 
5 1 ,  made  a  pile  when  he  sold  a  chain 
of  vocational  schools  he  founded.  |n 
1988  Shinn  and  three  partners  paid 
the  National  Basketball  Association  a 
S32.5  million  franchise  fee  to  estab- 
lish the  Charlotte  Hornets.  After  the 
Hornets  sold  out  nearly  every  game 
their  first  season,  Shinn,  who  owned 
51%,  exercised  an  option  to  buy  out 
his  partners  for  less  than  their  interests 
would  fetch  now  that  the  Hornets  are 
worth  an  estimated  SI 00  million. 

Shinn's  partners  in  the  group  bid- 
ding for  the  Giants  are  said  to  include 
real  estate  t)'coon  Walter  Shorenstein, 
oil  heir  Gordon  Gctxx  and  discount 
brokerage  house  founder  Charles 
Schwab.  One  hopes  they've  read  the 
partnership  agreement's  fine  print. 

-John  H.  Taylor 

$11  million,  please 

D.\NIEL  Thrka,  the  81 -year-old  Chi- 
cago-based printing  ink  entrepreneur 
who's  worth  around  $500  million, 
and  his  nonprofit  Terra  Foundation 
for  the  Arts  are  in  some  hot  water  with 
the  Internal  Revenue  Service.  The 
taxmen  want  Terra  and  the  founda- 
tion to  cough  up  some  $11  million  in 
back  taxes. 

Terra's  troubles  began  in  1989, 
after  it  was  reported  he'd  used  the 
foundation's  money  to  buy  stock  in 
First  Illinois  Corp.,  a  bank  holding 
company  he  took  control  of.  The  iRS 
says  the  foundation's  purchases  ex- 
ceeded legal  limits.  Terra  says  he 
wasn't  aware  of  the  limits. 

Then    there's   the    matter   of  22 


paintings  hung  in  Terra's  Washing 
ton,  D.C.  home.  The  paintings  be- 
long to  Terra's  foundation,  which 
runs  Chicago's  Terra  Museum  of 
American  Art.  The  iRS  has  imputed 
rent  on  the  paintings,  which  it  claims 
Terra  must  pay  to  the  foundation. 
Terra's  lawyers  say  he  took  the  paint- 
ings to  Washington  to  drum  up  sup- 
port for  a  new  museum  his  foundation 
has  built  in  Giverny,  France. 

Looking  at  that  Giverny  museum, 
the  IRS  found  that  although  the  land 
on  which  the  museum  sits  was  bought 
with  the  foundation's  money,  French 
documents  show  that  some  of  it  is 
personally  owned  by  Terra's  wife.  The 
taxmen  want  the  Terras  to  pay  what 
amounts  to  an  excise  tax  on  the  trans- 
fer of  the  property  from  the  founda- 
tion to  them. 

The  Terras  are  fighting  all  the  iRS' 
claims.  -CHRISTOPHER  Palmeri 


Hot  scrap 

Hurricane  Andrew  caused  a  flood 
of  scrap  metal  into  south  Florida's 
scrap  peddlers.  The  volume  of  scrap 
metal  in  the  local  market  has  increased 
fourfold,  says  David  Findlay,  presi- 
dent of  the  South  Florida  Recyclers 
Association.  Alas,  this  has  been  no 
boon  to  Findlay  and  company.  "Scrap 
is  a  market-driven  commodity,"  he 
says.  "Now  that  the  market  is 
flooded,  prices  are  in  the  toilet."  The 
day  before  the  storm  hit,  for  example, 
a  pound  of  common-grade,  old  sheet 
aluminum  sold  for  38  cents  in  greater 
Miami.  Recently  the  price  was  just  33 
cents,  a  13%  drop. 

Now  scrappers  have  to  worry  about 
hot  merchandise  finding  its  way  into 
the  marketplace.  Florida  Power  & 
Light  (x).,  which  ser\'es  the  area,  has 
alerted  the  region's  scrap  metal  dcal- 
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Daniel  Terra  at  his 
new  museum  in 
Giverny,  France 
The  IRS  says 
his  tax  returns 
are  too  artful. 
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South  Florida  after  Andrew 
Wanna  buy  some  street  lights? 


ers  to  be  on  the  lookout  for  suspicious 
scrap  metal  belonging  to  fpl  that  has 
been  ripped  off  and  is  being  peddled. 
The  lengthy  list  faxed  by  the  utility  to 
dealers  includes  various  grades  of  bare 
wire  and  insulated  copper  cable,  as- 
sorted street  light  materials  and  even 
transformers. 


Swatcha! 

The  Swiss  watchmaking  industry  is 
ticking  loudly  over  the  latest  acquisi- 
tion by  $2  billion  (sales)  smh,  the 
holding  company  for  a  number  of 
Switzerland's  better-known  watch 
brands  (among  them  Omega,  Tissot, 
Longines  and  Swatch).  This  summer 
SMH  quiedy  acquired  Blancpain  S.A., 
a  top -of- the -line  producer  of  hand- 
crafted, mechanical  watches  retailing 
for  $10,000  and  up.  Blancpain's  lead- 
ing product  is  a  gold-cased  day-dater 
with  lunar  phases  shown  in  a  crescent 
along  the  top  of  the  dial.  With  a  gold 
bracelet,  it  sells  for  $20,000. 

How  much  did  Nicolas  Hayek, 
SMH's  chairman,  pay  for  Blancpain.'' 
SMH  won't  say,  but  industry  sources 
say  the  price  was  a  hefty  $65  million 
for  Blancpain  and  sister  company  Fre- 
deric Piguet,  a  maker  of  watch  move- 
ments. If  so,  the  price  seems  high.  In 
1991  Blancpain,  which  sells  about 
10,000  watches  a  year,  eked  out  a 
mere  $1.5  million  or  so  in  profits  on 
sales  of  $45  million. 

But  his  frieiids  say  Hayek  is  deter- 
mined to  add  a  premium  brand  to 
SMH's  line.  After  all,  even  in  the  reces- 
sion, sales  of  expensive  Swiss  watches 
like  Rolex  and  Patek  Philippe  contin- 
ue to  climb.     -Peter  Fuhrman  ^ 
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Hartmann. 

Because  fine  craftsmanship  has  always 

meant  something  personal. 
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It's  meant  the  satisfaction  of  enjoying  cases  are  known  for.  Meticulous  hand- 

the  distinctive  worl<manship  reflected  craftsnnanship.  Fine  attention  to  detail, 

in  our  Personal  Leather  Collection.  And  choice  belting  leather  that 

These  classically  styled  per-      |  i^                develops  individual  char- 

sonal  accessories  embody  rl/)lllllANll'^  ^^^^^'  '^"  °^  ^^'*"^  makes 
the  same  enduring  qualities  f  \l)ll  IrlU'*"  each  piece  a  distinguish- 
our  luggage  and  business        Handcrafted  since istt™  ed  part  of  your  life. 


READERS  SAY 


Working 

(JVliracles 

Every  Day 

The  Salvation  Army  provided 

nearly  six  million  homeless  with 

lodgings  last  year.  One  bed  at  a 

time. 


Sharing  Is  Caring 


FORBES  RECORDED 
FOR  THE  BLIND 

Forbes  is  now  available  on  4- 
track  15/16  i.p.s.  cassettes  for 
playing  on  machines  supplied 
by  any  regional  Library  for  the 
Blind.  (The  cassettes  will  not 
run  on  a  standard  player.)  Each 
issue  is  recorded  in  full  and 
cassettes  are  marked  in  braille 
and  printed  with  the  date  of  the 
issue.  To  order  a  one-year  sub- 
scription, send  $35  to: 

Recorded  Periodicals,  Associ- 
ated services  for  the  Blind,  9 1 9 
Walnut  St.,  Philadelphia,  PA 
19107  or  charge  to  VISA  or 
MasterCard  by  calling  (215) 
627-0600,  Ext.  208. 


Excessive  behavior 

Sir:  Re  "'What  did  pop  expect  to 
happen  when  he  gave  the  kid  his 
credit  card?"  (Sept.  28).  What  can  we 
do  to  stop  the  obscene  theft  and 
meritless  litigation  that  has  stripped 
many  honest,  hardworking  people  of 
their  self-esteem  and  livelihoods?  ^ 
-Jay  H.  Brown 
Morton  Grove,  III. 

Sir:   Your  poignant  article  on  the 
abuses  being  perpetrated  in  the  name 
of  the  American  taxpayer  by  our  regu- 
lators really  hit  home. 
-James  J.  Conway  Jr. 
Albuquerque,  N.M. 

Sir:  You  join  a  small  but  growing 
media  group  willing  to  report  on  what 
is  surely  the  most  cynical  and  well- 
financed  witch-hunt  ever  undertaken 
by  a  free  world  government.  Thanks. 
-Edward  L.  Morris 
St.  Louis,  Mo. 

Sir:  The  taxpayers,  through  the  fdic, 
have  every  right  to  try  to  reclaim  a 
small  amount  of  the  money  which 
banks  and  s&l  directors  have  lost. 
-Edwari:)  C.  MiCHAUD 
Weston,  Mass. 

Sir:  A  perfect  picture  of  how  arbi- 
trary, capricious  and  economically 
nonsensical  Washington  bureaucracy 
can  be. 

-John  M.  Poorman 
Portland,  Ore. 

Sir:  The  picture  of  an  s&L  operator 
with  a  million-dollar  home  and  ex- 
pensive yacht  on  TV  screens  and  in 
print  media  is  only  5%  of  the  story. 
-BhupindhrS.  Sood 
President 

Professional  Coverage  Insurance 
Nashville,  Tenn. 

Sir:  Washington  is  infested  with  law- 
yers and  most  every  government 
agency  is  headed  by  one.  Lawyers,  as  a 


group,  have  no  interest  in  settling 
anything  promptly,  and  one  law^'er  is 
not  going  to  do  anything,  as  long  as  it 
is  not  affecting  his  income,  to  cut  into 
another's  pie. 
-S.T.  Hendricks 
Metairie,  La. 

Sir:  There  was  one  fiindamental  error 
in  the  article.  David  Paul  has  never 
been  convicted  of  a  crime  and  is  most 
definitely  not  in  jail. 
-Donald  M.  Deans 
Miami  Beach,  Fla. 

We  erred.  Paul  served  30  days  for 
civil  contempt  and  remains  under  in- 
dictment, but  is  not  currently  in  jail. 
-Ed. 

Sir:  Your  cover  story  gives  readers  a 
false  and  distorted  impression  of  the 
Federal  Deposit  Insurance  Corp.'s 
pursuit  and  claims  against  former  di- 
rectors and  ofiicers  of  failed  banks  and 
savings  and  loans.  The  fdic:  goes  to 
great  lengths  to  be  fair  in  applying  the 
law.  Through  strict  standards  and 
multiple  levels  of  internal  review,  we 
also  attempt  to  make  sure  that  a  deci- 
sion to  file  a  lawsuit  against  a  former 
officer  or  director  is  based  on  merit 
and  a  high  probability  that  we  will 
recover  more  than  we  spend. 
-Alfred  J.T.  Byrne 
FDIC  General  Counsel 
Washinjjton,  D.C. 

Nowhere  to  go 

Sir:  If  the  U.S.  adopts  a  health  care 
system  similar  to  the  Canadian  sys- 
tem, where  will  the  Canadians  go  for 
good  health  care?  ("Dead  but  fair," 
Mar.  16.) 

-S.  David  Ostman 
Anoka,  Minn. 

Clinton's  true  colors 

Sir:  Re  "I  don't  want  to  look,  distin-j 
guished  yet!"  (Sept.  28).  A  campaign] 


Bill  Clinton 
The  hazards 
of  temporary 
hair  colorings? 
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ipokesperson  was  cited  denying  that 
lie  Democratic  presidential  candi- 
date dyes  his  hair.  However,  a  series  of 
hree  photographs  of  Clinton  in  chro- 
loiogical  order  but  undated  by  year, 
ncluded  in  the  article  seem  to  contra- 
dict this.  Were  all  three  snapshots 
aken  in  fact  this  year.^ 
-Linda  S.  Maihr 
Winston-Salem,  N.C. 

All  three  pictures  were  taken   in 
i9P2.-ED. 


Square  facts 

Sir:  Perot  has  repeatedly  pointed  out 
that  the  basic  causes  of  federal  spend- 
ing growth  are  the  results  of  congres- 
sional largesse  caused  by  politics  as 
usual  (Fact  and  Comment,  Sept.  28). 
Perot  is  simply  facing  squarely  the  fact 
that  solving  the  mess  left  to  us  by 
Congress  will  require  some  drastic 
measures  for  a  few  years  to  prevent  the 
ruinous  consequences  of  that  overrid- 
ing concern,  the  national  debt. 
-Norman  L.  Rabbers 
Grand  Prairie,  Tex. 

Illusionaiy  surplus 

Sir:  Your  idea  that  the  Social  Security 
system  is  in  surplus  needs  to  be  ex- 
plained (Fact  and  Comment,  Sept. 
28).  Yes,  Social  Security  does  have 
special  coupon  bonds  as  assets.  But 
these  are  no  more  than  paper  lous. 
When  the  time  comes  to  cash  them  in 
and  Social  Security  goes  across  the 
street  to  Treasury  asking  for  its  mon- 
ley,  what  is  going  to  happen.^  They  are 
going  to  have  to  tax  and  sell  bonds  to 
pay  them  off. 
'-Alan  Eichler 
Olympia,  Wash. 

The  market  game 

jSlR:  Re  "Beware  of  wolves"  (Au^. 
31).  [Mark  Hulbert]  criticized  [my] 
Worry  Free  Investing  newsletter  for 
"failing  to  beat  the  market."  Accord- 
i  ing  to  [  the  Hulbert  Financial  Diciest] , 
ithe  gain  in  the  model  portfolios  was 
"17.8%  per  year,  in  contrast  to  the 
market's  18.5%."  Big  difference?! 
-Bert  Dohmen 
President 

Wellin£[ton  Pacific  Group 
Honolulu,  Hawaii 
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THE  NEW  T.  ROWE  PRICE  SIMPLIHED  KEOGH'^ 

A  STREAMLINED  APPROACH  TO  RETIREMENT  SAVINGS 

Until  now,  small  business  owners  and  self-employed  indi- 
viduals looking  for  a  Keogh  often  found  plan  setup  and 
administration  a  hassle.  Now,  the  new  T.  Rowe  Price 
Simplified  Keogh  makes  this  easier. 

Maximum  tax  advantages  with  minimal  effort.  The 

Simplified  Keogh  still  lets  you  contribute  pretax  income 
of  up  to  $30,000  that  grows  tax-deferred  until  withdrawal. 
But  with  our  ready-to-adopt  Keogh  Profit  Sharing  Plan  and 
Keogh  Money  Purchase  Pension  Plan,  there  is  no  lengthy 
application  to  complete.  And  you'll  find  running  these 
plans  simpler  than  most  other  Keoghs. 

Flexibility  now  and  in  the  future.  To  set  up  your  Keogh, 
you  can  choose  from  31  of  our  no-load  mutual  funds. 
Whether  your  investment  style  is  conservative  or  aggressive, 
you'll  find  investments  to  meet  your  retirement  goals.  And, 
as  those  goals  change,  you  can  adjust  your  investments  with 
just  a  phone  call. 

The  experience  of  retirement  plan  experts.  T  Rowe  Price 
pioneered  retirement  plan  administration  for  the  mutual 
fund  industry  and  continues  to  be  a  leader  today. 

This  expertise  stands  behind  our  Keogh  plans.  As  a 
shareholder,  you'll  have  toll-free  access  to  our  retirement 
specialists,  who  are  available  to  answer  investment  and 
plan  questions. 

Call  for  more  information  and  our  free  guide.  To  take 
advantage  of  Keogh  tax  benefits  for  the  1992  tax  year,  you 
must  set  up  your  plan  no  later  than  December  31,  1992.  If 
you'd  like  to  know  more  about  Keogh  plans,  call  for  our  free 
guide.  The  Small  Business  Owner's  Guide  To  Keogh  Plans. 


Call  for  more  information  and  a  free  guide 

1-800-638-3006 


Invest  With  Confidence 

TRoweftice 


KEO016355 


Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other 
charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price  Invest- 
ment Services,  Inc.,  Distributor,  100  E.  Pratt  St.,  Baltimore,  MD  21202. 


The  challe 


TO  KEEP  190,000 
AIRCRAFT  OUT  OF 
EACH  OTHER'S  AIRSPACE. 
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Raytheon  has  been  a  leader  in 
air  traffic  control  for  as  long  as 
there's  been  air  traffic  to  control. 

In  the  1950's  when  U.S.  commercial  aviation  called  for  more 
effective  air  traffic  control,  Raytheon  supplied  the  radars 
and  the  displays. 

Today,  Raytheon  continues  to  meet  the  challenge  of  help- 
ing to  make  crowded  skies,  safer  skies  all  over  the  world. 
We  have  recently  modernized  the  air  traffic  control  systems 
of  Canada,  Germany  and  Trinidad/Tobago.  And  now 
we're  providing  the  government  of  Norway  with  new  radars 
and  their  first  totally  integrated  radar  and  flight  data 
processing  systems. 

In  the  U.S.  we  are  a  key  contributor  to  the  Federal  Aviation 
Administration's  new  Advanced  Automation  System,  de- 
veloping and  producing  automated,  large-screen  consoles 


that  will  give  air  traffic  controllers  instant  access  to  a  broad 
range  of  critical  data. 

The  world's  skies  won't  get  any  emptier.  So  we're  constantly 
planning  ahead,  challenging  ourselves  to  create  new  systems 
advanced  enough  for  the  crowded  skies  of  tomorrow. 

Send  us  more  challenges. 

The  same  "can-do"  spirit  that  makes  Raytheon  a  leader 
in  air  traffic  control  is  also  the  driving  force  behind  our  proven 
performance  in  defense,  energy  and  environmental  services, 
electronics,  aviation  and  appliances. 

We  thrive  on  challenges.  Send  us  more. 


Raytheon 


WE  THRIVE  ON  CHALLENGES 


'With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


CONSTRUCTIVE  CRISIS 


There  has  been  considerable  media  gnashing  of  teeth 
over  the  impotence  of  European  governments  against 
currency  speculators.  The  rest  of  us  should  rejoice. 

The  turmoil  in  the  international  exchange  markets  is  an 
example  of  how  technology  is  liberating  us  from  the  whims 
of  governments  and,  ultimately,  holding  them  more  ac- 
countable. Their  ability  to  do  mischief  is  still  great,  but  the 
consequences  of  their  mistakes  are  more  rapidly  evident. 

The  reason  for  the  havoc  among  Western  European 
currencies  was  the  German 
central  bank's  ratcheting  short- 
term  interest  rates  to  destruc- 
tively high  levels.  For  trading 
convenience,  European  mon- 
eys are  tied  together.  Thus,  if 
Bonn  deflates,  everyone  else 
tightens  as  well.  But  because 
traders  recognized  that  the  Bundesbank's  folly  gave  them 
an  opportunity  to  make  money  selling  short  other  moneys, 
Germany's  neighbors  were  forced  to  get  off  this  destruc- 
tive ride  before  too  much  damage  was  done  to  their 
economies.  The  devastation  could  have  been  immense. 
Despite  a  deeply  recessed  economy,  for  example,  Britain 
boosted  interest  rates  to  15%  before  calling  it  quits. 
Imagine  the  thinking  of  a  government  willing  to  destroy 
jobs  and  businesses  on  the  altar  of  an  overpriced  pound. 

It  was  the  inability  of  open  markets  to  discipline  way- 


Why  Currencies  Move 
Faster  Than  Policies 


ward  governments  that  helped  deepen  the  deflation  of 
the  Great  Depression. 

Today,  thanks  to  high  technology,  the  hundreds  of 
billions  of  dollars  that  can  be  instandy  traded  over  com- 
puter lines  will  overwhelm  any  resources  governments  can 
muster.  Democracy  is  coming  to  international  finance. 

Government  officials  should  learn  to  work  with  the 
markets,  not  against  them.  President  Bush  recendy  out- 
lined how  to  do  this  in  his  speech  to  European  finance 

ministers  and  central  bank  gov- 
ernors. Currency  values  should 
be  tied  to  gold  or  gold-orient- 
ed commodity  indexes.  The 
beauty  of  such  an  objective 
compass  is  that  the  markets  will 
quickly  tell  policymakers  if 
they're  deflating  or  inflating. 
We  won't  have  to  rely  on  the  ofi:en  flawed  judgment  of 
individual  central  banks  and  finance  ministers. 

This  recent  display  of  market  power  is  a  consolation  for 
those  fearfijl  of  what  a  Clinton  presidency  might  do  to  the 
dollar.  If  there  is  a  Democratic  Administration  and  it 
assaults  the  greenback,  the  markets  will  quickly  respond 
by  sending  Treasury  bond  interest  rates  rocketing  up- 
ward. The  President  will  be  forced  to  beat  a  hasty  retreat 
in  the  face  of  the  tens  of  billions  of  dollars  of  additional 
interest  that  would  have  to  be  paid  on  the  national  debt. 


^TIic  New  Voik  rime 


UPHEAVALS  IN  THE  FINANCIAL  MARKETS 

will  continue  as  long  as  Germany  and  Japan  maintain  their  too-tight  monetary 
policies.  Another  factor:  uncertainty  about  Clintonomics.  How  much  will  it 
cost  the  U.S.  and  world  economies  to  educate  the  Arkansas  Governor? 

ROSS'  REENTRY— BIG  DEAL 

The  OUTPOURING  of  publicity  may  pull  up  Perot's  polls,  ous  mix  of  austerity  and  taxes.  Like  austerity-minded 
But  not  for  very  long.  People  understand  that  his  "solu-  independent  candidate  John  Anderson  in  1980,  Perot 
tions"  for  the  nation's  economic  ills  are  another  poison-      will  not  carry  a  single  state. 

SICK  SOLUTION 


Governor  Clinton's  version  of  a  "play  or  pay"  health 
care  plan  will  devastate  both  the  economy  and  our  health 
care  system.  Under  it,  companies  that  don't  offer  ade- 
quate insurance  to  employees  will  eventually — denials  to 
the  contrary — be  forced  to  pay  a  stiff"  payroll  tax  into  a 
government- run  pool  that  would  provide  coverage  for 


individuals  who  don't  have  it. 

The  scheme  would  ruin  small  and  many  medium-size 
businesses.  Most  don't  have  the  profit  margins  to  support 
such  social  largesse.  Clinton  promises  to  "control"  health 
prices  and  phase  in  the  program  so  as  to  avoid  or  minimize 
company  costs.  Most  objective  observers  don't  believe  it. 
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A  critical  characteristic  of  the  American  economy  is 
that  new  small  and  medium-size  companies  provide  virtu- 
ally all  new  private  sector  jobs.  Between  1982  and  1986, 
American  payrolls  grew  by  18.7  million;  14  million  of 
those  jobs  came  from  new  businesses.  By  hurting  non- 
blue-chip  corporations,  the  Clinton  plan  would  cripple 
development  of  technologies  vital  to  our  future. 

Play  or  pay  would  also  not  cure  the  health  care  crisis 
because  it  doesn't  give  indi\idual  consumers  a  personal 
stake  in  policing  costs.  (Think  of  what  would  happen  to 
food  costs  if  most  of  your  grocery  and  restaurant  tabs  were 
covered  b\'  insurance  that  you  paid  little  or  nothing  for.) 

Moreover,  a  national  or  seminational  approach  will 
eventually  destroy  one  of  our  economy's  genuine  jewels, 
pharmaceutical    research    and    development.    Clinton's 


scapegoating  of  the  drug  industry  for  spiraling  medical 
prices  is  a  disheartening  example  of  what  is  to  come.  Big- 
role-for-government  advocates  are  quick  to  decry  "profi- 
teers" and  quick  to  blame  greed  and  fraud  for  their  failures. 

One  shouldn't  be  too  hard  on  the  Arkansas  Governor. 
He  is  merely  echoing  what  passes  for  enlightened  think- 
ing among  many  alleged  experts. 

The  solution  is  simple:  Apply  free-market  principles  to 
health  care  finance.  Individuals,  not  employers,  should  get 
tax  deductions  for  insurance.  This  way,  over  100  million 
people  regulate  this  market  instead  of  overwhelmed  em- 
ployers, bureaucrats  and  insurance  companies. 

There  is  no  convincing  reason  why  free  enterprise  can't 
work  for  medicine  the  way  it  does  for  food,  housing, 
transportation  and  other  necessities  of  life. 


GIANT  IN  BIG  THINGS  AND  SMALL 

Whf.N  politicos  go  to  a  fianction,  even  a  small  one,      chat.  She  engaged  ever\'one  directly  on  substantive  top- 
they    are    apt    to    quickly    make    the    rounds — shaking      ics.  There  was  nothing  perflinctory  in  how  she  reacted  to 


ever\'one's  hand,  saying  a  few  brief 
words  to  each  person. 

What  a  stunning  contrast  to  this 
stereotN'pe  is  Lady  Margaret  Thatch- 
er. Last  month  she  was  our  guest  of 
honor  on  The  Highlander  with  a 
group  of  70  people  (see  interview, 
p.  42).  When  she  came  on  board,  she 
did  the  opposite  of  the  rapid  hand- 
shake-hello routine.  She  spent  several 
minutes  with  each  person  or  couple. 
The  conversations  were  not  idle  chit- 


A  JOB  FOR 

The  First  Dissident — by  William  Safire  (Random 
House,  $23).  Intriguingly  examines  the  questions  and 
paradoxes  of  life  raised  by  the  Book  of  Job 
(which  is  reprinted  in  an  appendix).  Safire's 
tome  is  no  lollipopish  paean  to  religiosit)'  but 
is,  in  the  end,  a  surprisingly  spiritual  work  that 
will  have  immense  appeal  for  the  modern, 
skeptical  reader.  Aside  from  the  concluding 
chapter,  the  most  moving  part  of  this  volume  is 
the  discussion  of  our  most  Job-like  President, 
Abraham  Lincoln.  Safire — presidential  speech 
writer,  novelist,  powerful  political  pundit,  En- 
glish language  expert — will  be  best  remem- 


RESTAURANTS-GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORRKS  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  La  Cote  Basque— 5  Hast  55th  St.  (Tel:  688-6525). 
A  classic  that  never  disappoints.  Service  is  outstanding.  The 
menu  is  varied  and  interesting.  Food  beautifully  prepared 
on  magnificent  large  plates  and  dramatically  presented." 
For  dessert  try  the  Daquoise,  a  textured  cake  with  creamy 
layers  of  meringue,  butter  cream,  mocha  and  chocolate. 

f^  The  Post  House— 28  Hast  63rd  St.  (Tel:  935-2888). 
Overlit  and  noisy,  with  tables  crowded  together.  Good 
service,  but  painfully  slow.  Heart)',  homest)'le  pea  soup, 
but  crab  cakes  are  minuscule  and  greasy.  First  rate  filet,  but 
sirloin  quite  ordinary'.  Onion  rings,  perfect,  but  asparagus, 
overcooked  and  flavorless.  You  can  get  a  good  meat-and- 


potatoes  meal  here,  but  there  are  other  places  where  it's 
more  pleasant  to  do  so. 

•  II  Cantinori— 32  East  lOth  St.  (Tel:  673  6044). 
Tony  dinner  crowd,  youngish,  obviously  employed.  Sin 
gle  large  ravioli  stuffed  with  asparagus  and  covered  with 
white  truftles  an  especially  special  main  course.  Service 
good,  with  occasionally  excessive  pauses. 

•  Lespinasse — St.  Regis  Hotel,  2  East  55th  St.  (Tel: 
339-6719).  An  extraordinar)'  gastronomical  experience. 
Salad  of  quail,  lentils  and  goose  liver  as  mouth  watering  as 
any  sampled  in  France.  Steamed  black  bass  in  a  kafir  leaf 
emulsion  teases  the  palate  with  delicious  flavors.  Bl 


people.  All  were  impressed  with  her 
attentiveness,  her  energ)'  and  her  di- 
rect, incisive  answers  to  questions  on 
a  host  of  subjects. 

She  may  now  be  in  the  House  of 
Lords.  Her  party  may  vow  never  to 
let  her  lead  it  again.  But  anyone 
who  spends  any  time  with  her  can- 
not believe  there  won't  be  a  time 
when  she  will  once  more  play  a 
critical  role  for  her  country'  and  for 
the  West. 


EVERYONE 

bcred  for  this  stimulating,  soul-searching  book  of  faith. 

Excerpt:  Job's  moral  messajfe  is  that  here  on  earth,  in  the 
distribution  of  justice  and  fairness,  retribution 
and  reward,  humanity  is  on  its  own.  Job's 
spiritual  messajje,  contrariwise,  offers  the 
greatest  form  of  solace  and  source  of  strenjjth: 
No  matter  how  solitary  the  confinement,  the 
individual  human  bein^  is  not  alone  in  the 
universe.  Job's  political  message  is  a  paradigm 
of  those  paradoxes:  Man's  God  leans  toward 
order,  God's  man  leans  toward  chaos,  and  the 
tension  in  that  eternal  tujf-of-war  jjenerates 
the  enerjjy  of  freedom. 
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If  you  think  viewing  a  movie  at  home  is 
a  mere  spectator  sport,  you've  never  strapped 
yourself  into  the  Pioneer*  Home  Theater. 
With  our  leadership  in  both  audio  and  video 
technology,  the  linking  of  the  two  produces  unprece- 
dented results. 

What  you  see  is  the 
sharpest,  brightest 
picture  ever  played  on  a 
50-inch  screen.  Our 


Pioneer  Home  Theater, 
^u  dont  just  watch  it. 


ProVisiori  line  of 
projection  TVs  fea- 
tures a  sophisticated 
new  short-focus  lens 
system  for  a  25% 
brighter  picture. The 
new  high-contrast 
black  screen 

increases  the  contrast  ratio  by  20%.  And  an  advanced 
three-line  digital  comb  filter  significantly  enhances 
color  accuracy  and  improves  picture  quality. 

The  picture  source  is  a  Pioneer  LaserDisc  Player,  a 


The  Pioneer  CLD-D701  Comlnmilion 

CDILiwerDLic  Player  am)  VSX-DmS  A/V  Recewer 

with  Dolby  Pro  Logic. 


technology  in  which  we  have  led  worldw^ide 
The  ultimate  in  sight  and  sound,  it  comes 
60%  closer  to  reality  than  ordinary  video- 
tape. And  features  the  superiority  of  digital  sound. 
Of  course,  what  you  hear  is  spectacular.  The 

enveloping  intensity  of  five- 
channel 
Dolby  Pro 
LxDgic' 
Surround 
Sound.  All 
delivered 
care  of  the  industry-leading 
AudioA^ideo  Receivers  by  Pioneer. 

To  maximize  the  quality  of 
Surround  Sound,  we've  assembled  a  superb  new^  pack- 
age of  perfectly  matched  modular  speakers  specially 
designed  to  deliver  a  theater-like  experience. 

Of  course,  there's  a  lot  more  to  tell,  so  call  us  at 
1-800-PIONEER  for  more  information.  Or,  drop 
by  a  Pioneer  Home  Theater  dealer.  You'll  find  just  w^hat 
you'd  expect  fropn  the  leaders  in  audio 
and  video:  Home  theater  so  advanced, 
you  don't  just  w^atch  it!" 

Our  new  ProVuion 
SD-Pm5K Projection  TV 
incorporate,!  a  hojt  of 
tcchnoLtgical  innoK'ationj. 
Pictured  here  Li  an  actual 
on-,'creen  image. 


All  Pioneer  La,ierDuc  Playerj 
let  you  enjoy  both  la,ieri)ucj 
ant)  CIXi.  A^ik  your  Pioneer 
retailer  about  special  CD 
am)  lajerOLic  offer,)  from 
Columbia  Hoiuie. 


C^  nioiM^eR 

The  Art  of  Entertainment 


©  /992  Pioneer  Eledronla  (I  ^SA)  Inc.,  Long  Beach,  CA.  Dolby  and  Pro  Logic  are  reeju- 
ferci)  traJemarL*  of  Dolhy  Laboratorie^i  Ltcemuu]  Corporation.  ©  J991  Carolco  Picture^* 
Inc.  All  righU  re.ien*e<).  The  (kpictum  of  ENDOSKELE'WN  u>  a  tra()emark  of  Carolco. 


This  ISNT  ThE  Latest 

In  IfeLECOMMUNiaTlONS 
ItCHNOLOGY. 


Itasls. 


Edward  Owen 
Business  InsfaHaiion 
Manager  >^    >^ 
Lms  Vegas,  *"'"-'^'" 


As  a  leader  in  telecommuni- 
cations and  in  the  use  of  its  latest 
technologies,  Centel  has  succeed 
ed  by  remembering  that  real 
communication  doesn't  happen 


hardware  to  hardware.  It  hap- 
pens people  to  people. 
Which  means  that  the  quality 


of  your  communication  depends 
on  the  quality  of  the  people  be- 
hind it.  And  nobody  in  telephone 
or  cellular  makes  that  connection 
better  than  Centel. 


CENifEL 

WHERE  PEOPLE  CONNECT 

TELEPHONE- CELLULAR 

©  1991  Centel  Corporation.  For  more  information,  please  write  to  Centel  Corporation,  Dept.  A,  8725  Higgins  Road,  Chicago,  IL  60631. 


Other  Comments 


Prophetic  Genius 

"Everything  that  can  be  invented  has 
been  invented." — Charles  H.  Duell, 
Commissioner  of  the  U.S.  Office  of 
Patents,  urging  President  William 
McKinley  to  abolish  his  office,  1899. 
-The  Experts  Speak,  by  Christopher 
Cerf  &  Victor  Navasky 

Setting  the  Scene  foi*  Chaos 

If  the  divergence  between  different 
European  economies  is  so  great  that 
even  the  ERM  [  Exchange  Rate  Mech- 
anism] cannot  contain  them,  how 
would  those  economies  react  to  a 
single  European  currency.^  There 
would  be  chaos  and  resentment  of  the 
sort  which  would  make  the  difficulties 
of  recent  days  pale  by  comparison. 

Huge  sums  would  have  to  be  trans- 
ferred from  richer  to  poorer  regions  to 
allow  them  to  take  the  strain.  Unem- 
ployment and  mass  migration  across 
now  open  frontiers  would  follow. 

The  political  consequences  can  al- 
ready be  glimpsed:  growth  of  extrem- 
ist parties,  battening  on  fears  about 
mass  immigration  and  unemploy- 
ment, offering  a  real — if  thoroughly 
unwelcome — alternative  to  the  Euro- 
centrist  political  establishment. 

It  is  time  for  European  politicians  to 


sit  up  and  take  note.  Time  to  stop  their 
endless  rounds  of  summits  and  ob- 
serve the  reality  around  them.  < 
-Lady  Margaret  Thatcher, 

at  the  CNN  World  Economic 

Development  Congress 


Eating  shouldn't  be  an  intel- 
lectual process.  There's  so 
much  going  on  in  this  world, 
people  want  fairly  simple  food 
on  their  plates. 
-Ansell  Hawkins,  manager. 
The  Odeon  restaurant,  in  W 

Ross'  Folly 

Ross  Perot's  greatest  political  asset, 
his  independence,  also  proved  to  be 
his  most  fatal  flaw.  This  is  a  man  who 
will  not  listen  to  anybody.  He  needs 
to  develop  a  willingness  to  listen  to 
others.  He  needs  far  more  than  the 
60-day  crash  course  in  public  policy 
he  pledged  to  take,  but  didn't.  He 
needs  to  come  out  from  behind  talk- 
show  hosts  and  subject  himself  to 
greater  questioning  and  exposure  in 
the  national  media.  He  should  quit 
tampering  with  our  democratic  pro- 
cess to  massage  his  ego,  badly  bruised 


Berry's  World 


.^ — " 
'We've  got  him  working  on  a  revised  economic  plan." 
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when  the  country  learned  he  didn't 
have  the  courage  to  go  the  distance 
with  a  Presidential  campaign. 

If  he  truly  had  the  temperament  to 
be  a  leader,  Perot  could  have  been  the 
most  significant  third-party  candidate 
for  President  since  Teddy  Roosevelt's 
Bull  Moose  candidacy  in  19 12.  But  as 
all  America  has  learned,  Ross  Perot .  .  . 
you're  no  Teddy  Roosevelt. 
-Edward  J.  Rollins,  former  Perot 
campaign  manager.  New  York  Times 

When  in  Rome . . . 

About  9,000  public  bath  houses  in 
Japan  have  introduced  posters  in  eight 
languages,  explaining  bathing  eti- 
quette to  a  growing  number  of  for 
eign  guests.  Some  foreigners  had  en- 
tered the  water  wearing  underclothes. 

-RiCHARi:)  L.  HOLMAN, 

Wall  Street  Journal 

Tax  Quackery 

Because  the  new  employer  taxes  in 
play  or  pay  [mandatory  medical  in- 
surance coverage]  don't  pay  for  the 
program,  the  American  taxpayer  will 
obviously  foot  the  bill.  You  won't 
hear  this  from  the  people  pushing 
play  or  pay.  Ask  them  about  the  side 
effects  of  their  proposal,  and  they'll  i 
say,  "Take  two  aspirin  and  call  nic 
after  the  election." 
-President  Bush,  to  the  Greater 
Cleveland  Growth  Association 

PAC-ing  It  In 

After  A  Political  Action  Committee 
gave  contributions  to  206  House 
members  this  year,  three  recipients 
announced  their  retirements.  Now 
the  PAC  wants  its  money  back.  In 
letters  to  the  trio,  a  PAC  official  wrote 
that  "We  would  appreciate  it  if  you 
would  return  our  hard-earned  contri- 
bution." So  far,  the  plea  has  not  been 
too  successful.  New  York  Democrat 
James  Scheuer,  one  of  those  eligible 
under  a  quirk  in  the  law  to  convert 
campaign  contibutions  to  personal 
use,  told  the  PAC  he  spent  all  the 
money  before  he  decided  to  retire. 
-Charles  Fenyvesi, 
U.S.News  &-  World  Report  ^ 
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WE  OFFER  A  WORLD  OF  CHOICES ,. 
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iSS  THE  ATLANTIC  AND  PACIFIC  TO  ASIA. 
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Now  fly  with  us  nonstop  six  times  weekly  from  New  York  to  Brussels  or  Frankfurt, 
then  on  to  Singapore.  We  also  fly  nonstop  daily  from  San  Francisco  to  Hong  Kong  and  Los  Angeles  to  Tokyo 
and  offer  five  weekly  nonstop  flights  from  Los  Angeles  to  Taipei,  then  on  to  Singapore. 
While  we  fly  across  both  oceans  on  the  world's  youngest,  most  modern 

A  great  way  to  fly 

fleet,  we  still  believe  in  the  romance  of  travel.  SinCAPORE  AIRLinES 


Aetna  has  a  team 
of  nurses  who  counsel 
expectant  mothers  in 
our  prenatal  program 


to  help  them  have 
healtliier  babies. 


..'^ 


Healthy  Beginnings  is  a  group  plan  that 
teams  our  nurses  with  expectant  mothers. 
They  work  together  during  pregnancy  to 
make  sure  the  mother  receives  proper  pre- 
natal care,  such  as  regular  doctor  visits 
and  advice  on  lifestyle  and  nutrition.  Help- 
ing a  baby  be  strong  and  healthy  can  save 
on  medical  costs.  It's  also  a  nicer  way  for  a 
child  to  come  into  the  world.  To  learn  more, 
write:  Healthy  Beginnings,  RO. 
Box  303,  Hartford,  CT  06141. 
Aetna.  Apolicy  to  do  morel" 
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PARKER  DUOFOLD.  THE  FINEST  CRAFTED  WRI'lING  INSTRUMENl  S  IN  THE  WORLI ). 


i.  ♦  4"  PARKER  DUOFOLD 


The  Duofold  Marbled  (;rccn  Ball  Pen,  $150.  •  l^IFETI  ME  GIJARANTKED  ••'"  more  informaiion  call  1-H()0-BKST  PKN. 

WOODWARD  &  LOTHROP  •  SAKS  FIFTH  AVKNUK  •  BLOOMINGDALK'S 
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on  events  at  home  and  abroad 

By  Caspar  W.  Weinberger,  Publisher 


MAASTRICHT  AND  ANTI-AMERICANISM 


The  recent  wild  European  currency  gyrations  and  con- 
sequent events  emphasized  again  that  the  European 
Community  nations  are  really  12  ancient  countries,  each 
with  its  own  sovereignty,  independence  and  special  char- 
acteristics. None  of  these  countries  will  be  easily  sub- 
merged or  surrendered  to  the  cause  of  European  unity. 

The  Exchange  Rate  Mechanism  for  European  curren- 
cies that  was  supposed  to  provide  the  framework  for  a 
unified  monetary  system  was  shattered  when  England  and 
Italy  withdrew  from  it.  Spain  then  devalued  its  currency, 
thus  setting  up  the  dollar  for  a  wild 
ride  against  the  European  currencies. 

Why  is  it  so  important  for  a  virtually 
new  nation  to  be  created  on  the  conti- 
nent? There  is  much  confusion  be- 
tween this  Maastricht  effort — a  new 
European  entity  having  a  common 
currency  and  common  economic,  for- 
eign and  security  policies — and  the 
effort  to  create  the  Common  Market. 

It  all  began  innocendy  enough  af- 
ter World  War  II  with  the  strong 
desire  for  more  orderly  production 
and  marketing  of  coal  and  steel.  This 
led  to  a  common  market  proposal  based  on  the  idea  of 
simplifying  each  country's  differing  rules  for  doing  busi- 
ness, imposing  tariffs  and  inspections  regulations,  etc., 
into  a  single  unified  set  of  requirements  for  the  original  6, 
later  to  be  12,  countries.  Part  of  the  motivation  was 
economic:  It  would  be  easier  for  other  nations  to  deal  with 
one  of  the  world's  largest  total  markets  if  only  one  set  of 
regulations  had  to  be  mastered.  Also,  the  creation  of  this 
European  Cohimon  Market  could  enable  members  to  in- 
crease their  exports.  On  the  idealistic  side,  it  was  reasoned 
that  if  each  nation  had  a  greater  financial  stake  in  making 
the  unified  system  work,  it  would  be  increasingly  difficult 
for  them  to  go  to  war  with  each  other. 

Over  the  last  few  years  some  nations  of  Europe  have 
moved  toward  creating  a  fully  integrated  European  Com- 
munity, and  lately  some  of  the  unelected  headquarters 
personnel  in  Brussels — led  by  French  socialist  Jacques 
Delors — have  been  applying  the  old  maxim  "If  a  litde  is 
good,  a  lot  is  better."  Their  real  goal  is  the  formation  of  a 
single  European  nation.  Part  of  this  push  comes  from  their 


France's  Mitterrand,  Germany's  Kohl 

Maastricht's  main  men. 


of  his  new  concept's  being  defeated,  threatened  to  have 
France  and  Germany  form  their  own  union.  He  seems  to 
have  forgotten  that  49%  of  his  country  does  not  want  that. 
An  unspoken  reason  fueling  the  drive  for  Maastricht 
comes  from  an  inherent  fear  and  distrust  of  the  U.S. 
President  Mitterrand  and  some  of  his  predecessors  have 
frankly  expressed  their  desire  to  push  the  U.S.  out  of  the 
defense  of  Europe  and  to  create  an  entity  bigger  and 
possibly  stronger  than  the  U.S.  so  that  Europe  could 
determine  its  own  desdny.  This  is  the  real  reason  behind 
France's  pulling  out  of  the  military 
side  of  NATO  many  years  ago. 

The  Maastricht  Treaty  was  per- 
haps the  high  water  mark  of  the 
rush  toward  unification.  Lady  Mar- 
garet Thatcher,  to  her  eternal  cred- 
it, was  one  of  the  first  to  see  the 
implications  of  its  attempt  to  turn 
the  Common  Market  (which  she 
supported)  into  the  single,  sover- 
eign Europe  concept,  which  she 
strongly  opposes.  France,  where  a 
great  deal  of  the  impetus  for  Maas- 
tricht originated,  felt  the  treaty  was 
needed  to  counterbalance  (in  mostly  unexplained  ways) 
the  feared  dominance  of  Germany.  But  France's  recent 
referendum  demonstrated  a  bitterly  divided  country, 
hardly  the  condition  needed  for  abandoning  France's 
independence  and  sovereignty. 

The  Euroskeptics  in  Great  Britain  have  gained  strength 
as  Lady  Thatcher  is  perceived  again  to  have  articulated 
the  fears  and  hopes  of  many  people.  Prime  Minister 
Major  withdrew  the  matter  from  Parliamen!  but  changed 
his  mind  and  now  says  he  will  force  a  vote  by  November. 
It  is  now  apparent  that  the  people  of  Europe  are  rightiy 
asking  whether  the  dubious  predicted  benefits  of  Maas- 
tricht warrant  that  treaty's  sovereignty  constrictions. 

The  Europeanists'  idea  of  turning  the  defense  of  Eu- 
rope over  to  the  nebulous  Western  European  union  and 
effectively  scrapping  NATO,  which  has  been  the  major 
factor  in  preserving  world  peace  for  the  last  40  years,  is  a 
change  that  would  ill  serve  the  safety  and  security  of 
Europe.  It  is  important  for  Americans  to  remember  that  a 
Europe  that  remains  secure  and  free  is  an  indispensable 


naked  ambition.  Recently,  Delors,  fiirious  a:  the  prospect      requirement  for  keeping  America  secure  and  free. 
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How  long  does  a  car  stay  new?  For  the  creators  of  the  Infiniti  J30",  it  isn't 


simply  a  question  of  time,  but  rather  a  matter  of  style,  engineering,  and  dare  we 

say,  emotion.  { It's  definitely  not  a  car  that 
years  from  now  you'll  say,  "What  was 

1    LllinK^lI12.         J    The  J30  echoes  the  good  design  thinking  of  the  past. 


At  the  same  time,  it  gives  us  a  glimpse  of  what  will  be.  In  terms  of  luxury, 


performance,  even  responsibility.  Qualities  which  keep  the  great  cars  on  the 


road.  And  in  our  hearts. 


(J^   INFINITI 


O  /V92  Inftntti  Dwtsioit  of  Stssan  Motor  Corporation  tn  U.S.A. 
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EDITED  BY  HOWARD  BANKS 


A  new  tax  code  to  boost  savings  and  wealth 


Underlying  much  of  the  debate  about  the 
economy  in  this  presidential  campaign  is  the  fact 
that  Washington  is  heading  toward  another 
major  shakeup  of  the  U.S.  tax  system.  Not  im- 
mediately, but  probably  in  1994. 

Most  campaign  talk  on  taxes  centers  on  the 
budget  deficit.  That  immediately  sidetracks  de- 
bate onto  such  issues  as  the  tax-the-rich  pro- 
posal from  Democratic  candidate  Governor  Bill 
Clinton.  (The  fact  is  that  his  plan  to  surcharge 
rich  with  incomes  over  $200,000  will  do  noth- 
ing to  reduce  the  deficit,  see  page  138). 

But  at  a  less  public  level,  a  fiandamental 
debate  on  what  kind  of  tax  system  we  should 
have  is  under  way.  Reform,  when  it  comes,  will 
probably  be  as  sweeping  in  its  way  as  the  1986 
Tax  Act. 

The  central  question  being  tackled  is  how 
to  move  away  from  today's  bias  in  the  tax  code 
that  favors  consumption,  and  to  increase  the 


emphasis  on  boosting  the  low  level  of  national 
savings.  At  the  same  time,  reducing  the  oner- 
ous taxation  of  capital  (through  capital  gains 
taxes,  double  taxation  on  dividends  and  the 
like)  will  be  an  important  priority. 

An  increasingly  wide  spread  of  politicians, 
academics  and  business  people  support  such 
changes.  At  the  recent  launch  of  a  new  report 
outlining  some  proposals  on  tax  reform  from 
the  Center  For  Strategic  and  International 
Studies,  for  example.  Republican  Senator  Pete 
V.  Domenici  (N.M.)  and  Democrat  Senator 
Sam  Nunn  (Ga.)  also  talked  openly  about 
issues  still  mostly  considered  taboo  by 
their  political  friends.  Domenici  talked 
about  the  need  to  increase  revenues  (i.e.,  raise 
some  taxes),  while  Nunn  acknowledged  the 
need  to  cut  entitlements  (i.e.,  trim  Social  Se- 
curity and  the  like)  as  well  as  cut  defense 
spending. 


Tax  what  I  spend,  not  what  I  save 

^^^H     The  hottest  idea  for  reform,  included  in 
the  CSIS  study,  is  for  a  so-called  consumption 
tax.  Put  at  its  simplest,  individuals  would  pay 
taxes  only  on  the  income  they  actually  spend, 
not  what  they  earn.  Whatever  isn't  spent 
would  be  untaxed  savings. 

Businesses,  meanwhile,  would  switch  to 
what  can  be  called  a  cash  flow  tax.  Companies 
would  pay  tax  on  the  difference  between  total 
sales  and  total  cost  to  produce  those  sales,  in- 
cluding capital  spending. 

Sound  too  simple  tcrbe  true?  Unfortunate- 
ly, it  probably  is.  In  taxation  in  particular,  the 
devil  is  in  the  details,  and  most  have  yet  to  be 
worked  out. 

Such  a  system  \yould,  however,  require  litde 
or  no  new  and  cosdy  reporting  machinery.  The 
IRS  already  gets  all  the  information  it  needs 
from  banks,  brokers  and  the  rest.  And  such  a 
system  would  be  far  cheaper  to  administer, 
especially  for  corporate  income  tax,  which  is  said 
*  to  cost  in  all  over  30  cents  of  every  dollar 

collected. 

The  problem  with  such  a  radical  change 
would  be  the  transition.  It  would  be  easy  to 
protect  lower-paid  people  through  a  high 
standard  deduction,  or  to  provide  credits  for  the 
working  poor.  But  the  actual  tax  rates  will,  of 
course,  depend  on  what  deductions  are  permit- 
ted and  to  what  extent.  A  few  examples: 

Mortgage  interest,  the  most  valuable  de- 
duction for  the  greatest  number  of  people,  is  the 
trickiest  item.  One  idea  is  to  limit  the  deduc- 
tion to  interest  on  mortgages  nearer  to  the  aver- 


age national  mortgage  (around  $104,000  in 
1991 )  and  to  limit  the  deduction  to  principal 
residences  only. 

Inheritance  is  said  to  be  a  problem — it's 
always  put  in  heart-jerking  terms  of  son  inherit- 
ing the  family  farm  and  having  to  sell  to  pay 
the  taxes.  A  consumption  tax  would  solve  the 
problem.  As  long  as  the  inherited  wealth  re- 
mains in  the  farm  it  would  be  tax-sheltered,  but 
if  the  son  sells,  it  would  be  taxed. 

Encouraging  savings  has  always  been  a  po- 
litical problem.  It's  the  rich  who  can  afford  to 
save,  and  politicians  do  not  like  to  give  the  rich 
tax  breaks.  But  the  spread  of  inherited  wealth 
and  pension  plans  such  as  401  (k)  schemes  that 
has  already  begun  (see  page  150)  will  help  as 
more  people  take  a  personal  interest  in  accu- 
mulating savings. 

What's  being  talked  about  here  is  not  a 
value-added  tax.  But  for  all  its  faults,  vat  is 
likely  to  be  the  biggest  competitor  to  a  sim- 
ple consumption  tax  in  the  tax  reform  discus- 
sion. Politicians  like  it  because  a  VAT  will 
raise  extra  money  for  them  to  spend.  Some 
manufacturers  like  a  vat  because  under  the 
General  Agreement  on  Tariffs  &  Trade,  vat 
can  be  rebated  on  exports.  The  facts  that  a 
VAT  is  compUcated  to  collect  and  police,  would 
require  many  thousands  of  new  government 
employees,  and  would  add  a  one-time  burst  of 
inflation  will  not  deter  some  Washington 
politicians. 

Stand  by  for  a  year  or  more  of  heavy-duty 
tax  lobbying.  WM 
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The  Forbes  Index  (1967=100) 
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Don't  expect  much  improvement  in  the  economy  in  the 
fourth  quarter,  says  Robert  Dederick,  chief  economist  at 
Northern  Trust  Co.  His  bleak  assessment  is  apparently 
shared  by  the  American  public:  The  Conference  Board's 
consumer  confidence  index  has  fallen  three  months  in  a 
row,  to  its  lowest  level  since  March  1992.  The  Forbes 
Index  eked  out  a  0.3%  gain  for  August  (preliminary 
figure).  Contributing:  5  1 .4%  rise  in  the  12 -month  moving 
total  of  new  housing  starts,  and  a  1 .7%  fall  in  the  6-month 
moving  total  of  new  unemployment  claims. 
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Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 
0.7% 

Auto  sales  year  to  date  vs  1991' 

Ward's  Automotive 

Index  of  leading  indicators  Aug  vs  July 
Trade  balance  12  months  ended  July  1992 

Dept  of  Commerce 

-0.2% 

Dept  of  Commerce 

-$72bil    ^ 

All-commodity  producer  price  index  Aug  vs  July' 

Dept  of  Labor 

-0.2%    1 

GDP  2nd  quarter  vs  1st — annualized  growth 
M2  (3-month  change) — annualized  growth' 

Dept  of  Commerce 
Federal  Reserve 

1.4%    i 

■.■1 

-0.3%    1 

'  U.S. -based  manufacturers,  excludes  imports,  as  of  9/20/92.  ^  Wholesale  goods. '  Includes  Ml            1 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds.                      1 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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Inventories     •    New  orders 
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Consumer  price  indexes  (1982  84  average:=100) 
all  urban  consumers,  unad|usted  (Dept  of  Labor) 
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Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Oept  of  Commerce) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


2780 
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Personal  income  (Sblllions)  wage  and  salary 
disbursements,  s^sonally  adjusted  (Dept  of  Commerce) 
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Retail  sales  ($billions), 

seasonally  adjusted  (Dept  of  Commerce) 


Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Resenie) 


JASONDJ  FMAMJ  JA 


JASONDJFMAMJJA 


JASONDJ  FMAMJ  J  A 


^ ^.j.^.^ ^._»^„ „. ——...■»-«.— .—..^-^.-.w^.,, n,. I. .>»..-i»»->    ■r.ll.lir.ll     ..f 


40 


Forbes  ■  October  26, 199i 


Going 


yf. 


I 


f 


Further 


With  every  forward  step 

into  the  world 

marketplace,  you  expect 

greater  success,  better 

solutions.  Not  a  different 

set  of  problems. 

So  you  look  for  a  global 

communications  partner 

who  has  been  there,  who 

has  managed  cultural, 

compliance,  currency,  and 

language  issues.  One 

company  who  makes  it 

all  happen,  while  you 

take  care  of  the 

business  at  hand. 

BT"  has  a  global 

presence  that  our 

competition  can't  match. 

The  TYMNEF  Global 

Network  (TGN),  with  the 

largest  market  share 

among  U.S.  value-added 

networks,  supports  Global 

Network  Services  (GNS") 

that  reach  90%  of  the 
world's  business  centers  in 
more  than  100  countries. 
Half  of  Europe's 
multinationals  use 
our  services. 
GNS  links  your 
international  divisions. 
Then  we  monitor  and 
support  those  links  world- 
wide, bill  in  one  currency, 
and  offer  a  pbrtfolio  of 
applications — a  single- 
vendor  solution  that 
makes  your  life  easier 


Staying  w^  Closer 


When  BT  is  there  for 
your  global  communi- 
cations program,  you  have 
a  consulting  partner  wholl 
help  plan  your  network. . . 
customize  and  simplify. . . 
make  sure  everything 
plugs  in  where  it  should 
at  locations  worldwide. 
Kyou  want,  we'll  manage 
it  end-to-end. 
But  we  know  that 
partnership  goes  beyond 
just  making  things  work. 
It  means  understanding 
your  business  strategies 
and  corporate  culture. . . 
tailoring  solutions  to  meet 
your  challenges,  matching 
our  global  technology  to 
your  local  needs.  Helping 
you  go  further  with  your 

business,  and  stay 

closer  to  your  customers. 

Before  you  take  the  next 

step,  call  1-800^72-7654 

(US)  or  1-800S74-7654 

(Canada)  for  more 

information  and  our  Going 

Further  Staying  Closer 

brochure. 

Global  Network  Services 

ExpressLANE" 

Frame  Relay 

Videoconferencing 

EDI*Net® 

BT  Messaging  Services 

Electronic  Transaction 

Services 
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Does  the  turmoil  in  European  currency  markets 

put  paid  to  hopes  for  a  united  Europe? 

Yes,  says  Margaret  Thatcher— and  good  riddance. 

"It  just  won't  do. 
If  s  not  big 
enough  minded." 


An  interview  with  Margaret  Thatcher  by  Robert  Lenzner 


You  CANT  SPEND  an  hour  with  Mar- 
garet Thatcher  without  being  aware 
you  have  met  one  of  the  world's  most 
indomitable  personalities.  When  you 
talk  to  the  former  British  prime  minis- 
ter, you  don't  get  mush.  She  knows 
what  she  believes  in  and  isn't  afraid  to 
say  so. 

In  an  hour-long  interview  in  her 
suite  at  New  York's  Carlyle  hotel  re- 
cently. Lady  Thatcher  (as  she  is  now) 
was  in  rare  debating  form,  scathing 
about  French  subservience  to  the 
Germans,  the  power- grabbing  of  bu- 
reaucrats in  Brussels,  the  passivity  of 
Europe  in  the  face  of  the  Yugoslavian 
massacres. 

And  she  left  her  listener  in  no  doubt 
that  she  worried  over  the  prospect  of 
German  domination  of  Europe. 

Rarely  has  this  veteran  reporter 
seen  such  passion  displayed  in  an  in- 
terview by  a  political  leader.  She  was 
like  a  world-class  battleship,  training 
its  heavy  guns  on  the  idea  of  Europe- 
an political  union  as  exemplified  in 
the  Maastricht  agreement  reached  last 
December. 

When  I  innocently  inquired  what 
changes  might  make  the  Maastricht 
Treaty  acceptable  to  her,  she  cut  me 
to  the  quick.  "What  do  you  mean 
what  should  replace  it.>"  she  rejoined 
sarcastically.  "Why  do  you  fall  into  a 
position  saying  what  should  replace 
it?"  she  demanded. 

Her  view  is  that  nothing  should 
replace  it.  European  political  union  is 
dead.  Dead  but  not  yet  buried.  AJ- 


42 


Lady  Thatcher 


though  she  resisted  crowing,  all  this 
should  give  her  wry  satisfaction. 
Alone  among  European  political 
leaders  she  has  been  waging  war 
against  the  Maastricht  political  treaty 
in  private  as  well  as  public.  "Maas- 
tricht is  a  great  big  step  in  the  wrong 
direction,  out  of  tune  with  the  feel- 
ings of  most  people.  Nations  feel 
comfortable  in  their  own  nationhood. 
Pride  enables  you  to  do  things  you 
otherwise  might  not  be  able  to  do. 
Europe  should  be  each  group  in  its 
own  national  identity.  Don't  try  to 
extinguish  that.  If  you  try  to  push 
people  into  a  mold,  you'll  create  re- 
sentment, and  you're  creating  it  now. 
"Maastricht  was  a  treaty  which 
went  totally  in  the  wrong  direction.  It 
was  a  treaty  which  took  us  from  being 
an  economic  community  with  a  kind 
of  common  market  as  our  objective  to 
trying  to  create  a  European  union 
with  a  citizenship  of  that  union.  The 
method  being:  a  single  currency,  a 


single  monetary  policy,  a  single  eco- 
nomic policy,  working  towards  a 
common  defense  policy  and  towards  a 
common  foreign  policy."  All  under 
the  supervision  of  a  bunch  of  bureau- 
crats in  Brussels. 

This  with  scorn:  "Under  [Jacques] 
Delors  [Chairman  of  the  European 
Economic  Community],  80%  of  Brit- 
ain's economic  decisions  will  be  made 
in  Brussels." 

The  very  thought  irritates  her: 
"What  is  it  about  some  of  these  peo- 
ple who  enjoy  the  freedoms  of  de- 
mocracy, who  enjoy  the  elected  repre- 
sentatives' being  accountable  to  the 
people?  Why  do  they  want  to  substi- 
tute bureaucracy  for  it?  What's  the 
matter,  what's  happened  to  them?  I 
will  tell  you  the  [European]  Commis- 
sion loves  its  powers.  Power  for  the 
sake  of  power.  It's  not  what  we  fought 
for.  We  fought  for  democracy,  free- 
dom and  justice." 

She  scoffs  at  Britain's  even  consid- 
ering a  referendum  on  Maastricht 
without  recognizing  that  its  democ- 
racy will  be  limited.  "We  just  reelect- 
ed our  parliament.  What  for?"  she 
asks.  "Just  to  be  a  talking  show?" 

Unlike  most  European  politicians, 
Thatcher  feels  no  bitterness  toward 
the  international  currency  speculators 
who  shattered  the  Exchange  Rite 
Mechanism.  A  staunch  free-marketer, 
Thatcher  has  a  pure  laissez-faire  atti- 
tude toward  the  traders  who  shorted 
the  pound  and  put  the  Rank  of  En 
gland  and  the  Major  government  to 
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the  rout.  "If  people  are  holding  for- 
eign exchange,  you  must  expect  them 
to  act  in  their  own  best  interests  for 
their  own  beneficiaries.  It  is  a  market. 
It  is  a  market." 

A  single  currency  for  12  quite  dif- 
ferent nations!"  Impossible.  "Every 
single  fixed  exchange  rate  has  cracked 
in  the  end.  We're  all  at  different  levels 
of  development  of  our  economies. 
Some  countries  simply  couldn't  live 
up  to  a  single  currency.  It  would  mean 
massive  extra  subsidies  from  the  rest 
of  us  for  them  or  massive  movements 
of  immigration  from  their  countries 
into  ours.  Both  would  cause  resent- 
ment and  not  [produce]  .  .  .  harmon- 
ious development.  We  should  each  of 
us  be  proud  to  be  separate  countries 
cooperating  together." 

Does  she  sound  like  a  narrow- 
minded  nationalist,  waving  the 
Union  Jack  in  the  face  of  the  fliture.^ 
She  is  quick  to  point  out  that  far  from 
wanting  to  retreat  into  her  tight  litde 
island,  she  wants  something  bigger 
than  what  the  European  unionists  are 
proposing.  Of  a  European  common 
market  as  a  trading  bloc,  she  says:  "It 
just  won't  do.  It's  not  big  enough 
.  minded."  What,  in  her  not- so  hum- 
ble opinion,  Europe  really  needs  is  a 
two-continent  free  trade  area  that 
would  take  in  Eastern  Europe  and 
embrace  North  America,  including 
Mexico. 

"The  big  joy  at  the  moment  is  that 
America  has  formed  this  North  Amer- 
ican Free  Trade  association.  Another 
example  of  free  trade  without  all  the 
regulations  and  paraphernalia  that  at- 
taches to  the  Community. 

"As  I've  said  before,  we  really 
ought  to  have  a  free  trade  area  be- 
tween North  America  and  the  Euro- 
pean Community.  You  wouldn't  even 
have  to  alter  the  letters.  Instead  of 
North  American  Free  Trade  Agree- 
ment, it  coufd  be  North  Adantic  Free 
Trade  Agreement.  It  would  then  be 
the  backup,  the  political  backup,  for 
NATO  as  the  defense  unit." 

She  scoffs,  too,  at  the  idea  of  Eu- 
rope as  an  economic  power  standing 
on  its  own.  "Europe  cannot  do  in  the 
world  without  American  leadership. 
There  is  no  substitute  for  this  great 
land  and  the  clear  lead  it  can  give." 

Listening  to  Thatcher  on  free  trade 
makes  a  listener  think  of  evangelists 
exhorting  crowds  in  a  big  tent  about 


Frangois  Mitterrand  and  Helmut  Kohl 

Holding  hands:  the  new  balance  of  power  in  Europe? 
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Margaret  Thatcher 


"I  do  not  think 
that  Germany 
will  stay  free 
unless  there 
continues  to  be 
an  American 
presence 
in  Europe.  . . . 
Just  look 
after  the  First 
World  War." 


the  eternal  verities.  "The  most  de- 
tailed regular  form  of  international 
cooperation  is  trade,  international 
trade.  It  goes  on  every  hour  of  the 
day.  Big  companies  in  small  countries 
selling  to  small  companies  in  big 
countries.  It  doesn't  matter  the  size  of 
your  country.  In  free  trade,  you  get 
the  free  movement  with  the,  bestr 
goods,  the  best  value  for  the  consum- 
er. And  that  is  what  all  of  us  should  go 
ahead  with.  Not  trade  blocs  that  ex- 
clude people." 

Now  she  is  lecturing  to  the  Euro- 
crats who  are  giving  the  American 
negotiators  such  a  hard  time  in  the 
GATT  talks:  "We  must  get  down  agri- 
cultural subsidies  and  expand  gatt  to 
cover  services  as  well  as  goods.  And,  of 
course,  the  international  respect  for 
intellectual  property." 


Jacques  Delors 

"Power  for  the  sake  of  power." 


Lots  of  politicians  say  they  are 
against  protectionism,  but  then  they 
compromise  those  principles.  A  mis- 
take, she  says.  "Protectionism  means 
that  your  own  industries  will  become 
inefficient  because  they  can't  com- 
pete with  efficient  ones,  and  so  it's 
bad  for  the  consumer.  And  it  means 
that  you  are  not  allowing  other  coun- 
tries to  pull  themselves  up  by  the  same 
way  as  we  all  pulled  ourselves  up,  by 
selling  what  you  could  produce  and 
make  to  others." 

How  can  such  a  hard-bitten,  inter- 
nationally experienced  politician  be 
so  utterly  idealistic,  so — yes — so  doc- 


trinaire? But  she  is.  Perhaps  that's  why 
she  stands  so  high  above  the  tempo- 
rizers and  masters  of  the  sound  bite 
who  dominate  politics  in  much  of 
today's  world. 

We  reminded  her  that  there  seemed 
to  be  considerable  support  for  a  unit- 
ed- Europe.  Didn't  the  French  ap- 
prove the  Maastricht  Treaty  and  em- 
brace its  provisions,  which  would 
transfer  to  Brussels  much  of  their  own 
sovereignty? 

More  scorn.  She  points  out  that 
30%  of  the  French  electorate  stayed 
home,  so  the  approval  was  by  just  a  bit 
more  than  35%  of  those  eligible  to 
vote.  Not  much  of  a  mandate  for 
Francois  Mitterrand.  "You  can't  have 
such  major  constitutional  changes  on 
such  a  puny  positive  vote,"  she  says. 
"He  got  the  majority  of  those  who 
voted.  But  he  only  got  a  minority  of 
those  eligible  to  vote." 

How,  she  wonders,  can  the  French 
leadership  tie  itself  so  blindly  to  a 
united  Europe  that  will  inevitably  be 
dominated  by  Germany — richer, 
more  populous  than  France?  "France 
has  become  a  small  partner  in  tow  of  a 
strong  and  dominant  Germany,  en- 
joying its  dominance  and  using  it." 
Thatcher  cites  history:  Germany  has 
long  dreamed  of  dominating  Europe. 
And  has  frequendy  succumbed  to  tyr- 
anny. She  says:  "I  do  not  think  that 
Germany  will  stay  free  unless  America 
stays  in  Europe,  unless  there  contin- 
ues to  be  an  American  presence  in 
Europe.  .  .  .  Just  look  after  the  First 
World  War.  One  is  always  just  a  little 
bit  fearful  of  a  united  Germany.  A  lot 
of  this  century  has  been  trying  to  get 
structures  that  would  contain  the 
power  of  Germany.  It  is  one  thing 
when  Germany  was  divided  and  when 
we  had  a  cold  war  across  Fkirope.  The 
whole  thing  is  different  now." 

Remember  Britain's  historic  role  in 
seeking  to  maintain  a  balance  of  pow- 
er in  FAirope,  her  backing  the  weaker 
power  groupings  to  keep  the  more 
powerful  from  dominating,  fighting 
France  under  Napoleon,  allying  with 
France  against  Germany?  Thatcher 
recalls  this  when  she  says:  "I'd  be 
happy  if  France  kept  its  nationhood.  I 
think  that  a  balance  of  power  has  been 
in  the  best  interests  of  Europe.  Ik- 
cause,  after  all,  historically  the  balance 
of  power  was  Britain  and  France  and 
Russia." 
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Like  many  Kremlinologists, 
Thatcher  is  nervous  about  the  poten- 
tial for  a  return  to  tyranny  in  Russia, 
too.  "Although  communism  has  col- 
lapsed, there  are  still  a  great  many 
communists  about  masquerading  as 
Social  Democrats,  determined  to 
keep  their  power  and  privileges.  In- 
deed, it's  one  of  the  greatest  old  boy 
networks  the  world  has  got,  and 
they've  got  to  be  defeated." 

But  the  Russian  people  should  be 
helped.  "We  have  to  get  them 
through  another  winter  and  maybe  a 
winter  after  that.  We  have  to  help 
them  to  restore  value  to  their  curren- 
cy, to  get  confidence  in  their  curren- 
cy. We  have  to  help  them  to  build  a 
rule  of  law.  We  have  to  help  them  with 
the  breaking  up  of  their  great  monop- 
oly industries  and  building  small  in- 


bounden  duty,  to  give  all  the  help  we 
can  to  Russia  and  other  republics." 

It  bothers  her  that,  while  the  Euro- 
crats talk  of  a  united  Europe,  they 
cannot  even  agree  on  an  effective 
policy  toward  the  nearby  massacres  in 
what  was  Yugoslavia.  "This  is  a  blot 
on  the  conscience  of  Europe.  They 
[Europe's  political  leaders]  seek  con- 
sensus. They  should  seek  effective 
leadership." 

Does  this  mean  she  thinks  the 
Western  countries  should  use  force  to 
bring  peace  to  Serbia,  Croatia,  Bosnia 
and  Herzegovina.^  She  does.  Abso- 
lutely. Bomb  Serbian  supply  lines, 
military  targets,  ammunition  dumps. 
What  else  would  you  expect  from  a 
leader  who  was  tough  enough  to  send 
an  army  thousands  of  miles  to  pre- 
serve the  freedom  of  a  few  thousand 


exports  from  Britain  artificially  expen- 
sive, and  therefore  cut  the  throat  of 
other  industries.  It's  a  pity  [devalua- 
tion] didn't  come  before,  but  at  least 
people  now  have  some  hope.  All  of 
those  who  were  having  difficulty  in 
paying  their  mortgages  now  have 
some  hope  it  will  go  down. 

"And  all  the  small  British  business- 
es that  were  hanging  on  by  their 
fingernails,  hoping  for  the  interest 
rate  to  go  down,  now  they  have  more 
chance  to  compete  against  imports, 
and  now  they  have  more  chance  to 
get  their  exports.  And  they're  good 
companies." 

But  can  Britain  go  it  alone  if  not 
part  of  a  united  Europe?  Her  response 
to  that  question  was  almost  Chur- 
chillian  in  its  admiration  for  the  ability 
of  her  people  to  stand  on  their  own. 


President  Bush 
and  President  Salinas 
Next  time 
invite  Europe. 


dustries.  And  we  have  to  help  them 
finance  small  businesses  that  want  to 
start  on  their  own." 

The  International  Monetary  Fund 
does  not  escape  her  criticism.  "I  think 
the  IMF  conditions  are  too  tough  for  a 
country  like  Russia,  which  doesn't 
really  have  a  Western  structure  yet. 
And  I  hope  and  believe  that  the  IMF 
will  be  reasonable  about  it.  Recognize 
that  Russia  is  unique.  It  is  coming 
ft-om  a  total  tyranny  run  by  a  one- 
part)^  state  with  no  rule  of  law,  no 
effective  control  of  the  money  supply, 
precious  little  private  property  or  free 
enterprise.  And  really  it's  our  duty, 


Falkland  Islanders.''  Of  the  woman 
who  helped  stiffen  George  Bush 
when  Saddam  Hussein  arrogandy  vi- 
olated Kuwait? 

It  was  a  condition  of  the  interview 
that  I  not  ask  Lady  Thatcher  about 
her  successor,  John  Major,  whom  she 
attacked  earlier  this  year  in  Parliament 
and  in  the  pages  of  Newsweek.  But  she 
made  it  clear  she  disapproved  of  Ma- 
jor's now  abandoned  policy  of  ttying 
to  keep  the  British  pound  strong  so  as 
to  preserve  parity  with  the  German 
mark.  "This  artificially  high  exchange 
rate  virtually  cut  the  throat  of  some 
highly  efficient  industries,  and  made 


Of  course  Britain  can  stand  on  its 
own,  she  said.  "We  did  our  restruc- 
turing of  industty.  We've  done  our 
restructuring  of  the  trrde  unions.  In 
that  way  we  are  ahead  of  Germany. 
Give  us  a  chance  and  we'll  show  our 
paces." 

One  last  question:  What  will  Eu- 
rope look  like  five  years  hence?  Noth- 
ing doing.  Lady  Thatcher  was  too 
shrewd  for  that  old  interview  gambit. 
She  had  her  one-liner  ready.  "I'm  a 
great  believer  in  Mark  Twain.  Don't 
prophesy,  especially  about  the  fiiture, 
but  attempt  to  do  all  the  right  things 
as  you  go  along."  WM 
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Catellus' 
Mission  Bay 
Development,  a 
mile  from  downtown 
San  Francisco 
In  five  years  the 
company  could  be 
worth  more  than 
twice  its  current 
price. 


Here's  another  real  estate  investment  that  isn't  doing 
the  Reichmann  family  any  good  but  warrants  attention 
from  bargain  hunters  who  aren't  ready  to  write 
California  off. 

Contrarians' 


delishtl 


By  Howard  Rudnitsky 

Two  YEARS  AGO  Santa  Fe  Pacific  Corp. 
spun  off  its  big  real  estate  develop- 
ment arm,  Catellus  Development 
Co.,  to  Santa  Fe  shareholders.  Santa 
Fe  wanted  to  focus  on  its  core  trans- 
portation businesses  and  was  under 
pressure  to  cut  its  $2.5-billion-plus 
debt  load.  With  Catellus  went  about 
$800  million  of  that  debt. 

Since  then,  slimmed  down  Santa 
Fe's  stock  has  nearly  doubled.  But 
Catellus  shares,  which  once  traded  as 
high  as  14%,  have  sunk  to  a  recent  low 

of  61/8. 

Jon  Fosheim,  a  partner  at  Newport 
Beach,  Calif. 's  Green  Street  Advisors, 
which  evaluates  real  estate  develop- 
ers' stocks  for  institutional  investors, 
has  taken  a  close  look  at  Catellus' 


properties.  Using  prudent  assump- 
tions, Fosheim  figures  five  years  from 
now  Catellus'  vast  holdings  of  unde- 
veloped land  and  commercial  devel- 
opments are  likely  to  be  worth  over  $  1 
billion — around  $17  per  Catellus 
share — after  subtracting  debt  on  the 
properties.  Fosheim  thinks  people 
could  eventually  make  good  money  in 
the  stock,  but  there's  no  hurry  to  buy. 
There  are  sound  reasons  why  Wall 
Street  is  down  on  this  company.  Most 
of  Catellus'  holdings  are  in  California, 
where  commercial  real  estate  has  been 
savaged  by  the  recession.  Its  major 
planned  developments  include  histor- 
ic Union  Station  in  downtown  Los 
Angeles;  a  315-acre  housing,  retail 
and  office  complex  a  mile  from  down- 


town San  Francisco;  and  Pacific 
Greens,  a  600-acre  mixed-use  project 
in  Fremont,  Calif. 

Of  Catellus'  $925  million  in  debt, 
$225  million  is  due  in  1994,  and 
there's  little  hope  that  Catellus  will  be 
able  to  generate  income  from  opera- 
tions to  meet  those  early  maturities. 
Fosheim  figures  Catellus'  cash  flow 
from  operations  is  currentiy  running 
at  negative  $40  million  a  year. 

In  balmier  times,  Catellus  could 
have  relied  upon  capital  infiisions 
from  some  of  its  well-heeled  inves- 
tors. Canada's  Reichmann  family 
owns  1 5%  of  the  company;  Chicago 
investor  Sam  Zell  controls  another 
12%.  But  the  Reichmanns'  and  Zell's 
heels  have  worn  thin;  both  have  been 
under  pressure  from  their  creditors. 
Zell  insists  he  won't  sell  his  Catellus 
stake.  Perhaps.  But  the  Reich- 
manns— in  bankrupty  in  both  Canada 
and  FLngland — will  very  likely  have  to 
liquidate  their  Catellus  holdings 
soon.  That  would  put  8  million  C^atcl- 
lus  shares  on  the  market. 

Also  hanging  over  C'atellus'  head  is 
the  California  Public  Employees'  Re- 
tirement System.  Calpcrs  owns  a 
$103  million  bond  that  is  convertible 
into  Catellus  common  stock  in  an 
amount  equal  to  the  face  value  of  the 
bond — in  other  words,  the  lower  C>a- 
tellus'  stock  sinks,  the  more  newly 
issued  stock  Calpers  can  demand. 
(The  conversion  option  expires  Dec. 
31,    1994.)    While    eliminating    the 
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debt,  a  Calpers  conversion  at  Catel- 
lus'  recent  price  of  6Vi  could  lead  to  a 
more  than  20%  dilution  to  current 
shareholders. 

One  test  of  just  how  much  addi- 
tional money  banks  are  willing  to  lend 
Catellus  will  come  next  year,  when  a 
$155  million  credit  line  with  Chase 
Manhattan  comes  up  for  renewal. 
Even  if  Chase  doesn't  renew,  Catellus 
management  says  it  has  the  right  to 
convert  the  credit  line  into  a  four-year 
secured  term  loan. 

To  date,  Catellus  Chairman  Ver- 
non Schwartz  has  covered  Catellus' 
negative  cash  flow  from  operations  by 
selling  off  properties,  mosdy  from  his 
1.3-million-acre  bank  of  undevel- 
oped land.  Catellus  chalked  up  $31 
million  of  such  sales  in  the  first  six 
months  of  this  year,  up  28%  from 
199rs  first  half. 

But  it's  getting  tougher  to  find 
investors  who  want  to  buy  land  in 
economically  depressed  California 
and  can  get  financing.  Next  year 
property  sales  could  well  decline. 
That  may  well  lead  to  a  slowdown  in 
some  of  Catellus'  big  projects. 

Vernon  Schwartz  argues  he  can 
avoid  curtailing  development  even  if 
land  sales  fall  by  selling  off  some 
income-producing  properties.  Since 
1989  Schwartz  has  leased  3  million 
square  feet  of  mosdy  industrial  prop- 
erties. Occupancy  is  at  90%.  But  this  is 
a  buyer's  market  for  such  properties. 
Not  only  would  forced  sales  dilute 
Catellus's  asset  base,  but  they  would 
also  thin  its  income  stream.  Note  that 
even  now  Catellus  pays  no  dividends. 

With  so  many  negative  things  to  say 
about  Catellus,  is  the  stock  now 
worth  buying?  The  sharp  analysts  at 
Green  Street  Advisors  think  there's  a 
good  chance  that  five  years  from  now 
Catellus  may  trade  at  around  15  a 
share;  that  implies  a  20%  compound 
annual  return  between  now  and  then. 
But  Green  Street  partner  Mike  Kirby 
says  he's  not  urging  his  institutional 
clients  to  rush  in  now.  "1  don't  see 
any  good  news  that  will  push  the  stock 
up  over  the  next  18  months  or  so," 
says  Kirby.  "And  there  could  be  more 
bad  news  that  will  push  it  even 
lower." 

In  short,  Catellus  is  a  company  for 
contrarians  to  start  building  a  file  on, 
while  awaiting  an  opportunity  to 
pounce.  ■■ 


The  giant  oil  companies  make  lemmings  look  like 
individualists.  Now  they're  all  rushing  abroad.  Guess 
where  the  contrarians  are  drilling. 


Staying 
at  home 


By  Toni  Mack 

Scott  Sheffield  is  happy  as  a  pig  in 
mud,  as  they  say  in  his  hometown  of 
Midland,  Tex.  Since  1982  Sheffield 
has  tried  to  persuade  Mobil  Corp.  to 
let  him  drill  wells  on  some  of  its 
acreage  around  Midland.  Last  De- 


cember Mobil  finally  said  yes  to  Shef- 
field's Parker  &  Parsley  Petroleum 
Co.  Beams  Sheffield:  "I  think  we'll 
get  about  a  25%  rate  of  return  on 
those  properties." 

By  agreeing  to  pay  $128  million  for 


Scott  Sheffield,  chairman  of  Parker  &  Parsley  Petroleum 
Earning  a  25%  rate  of  return  on  one  of  Mobil's  castoffs. 
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Oil  drilling  abroad 


properties  to  drill  at  home  in  the  U.S., 
Sheffield  is  flouting  conventional  wis- 
dom. From  Exxon  on  down  many 
oilmen  agree  with  Harry  Johnson, 
president  of  Oklahoma  City's  Red 
Eagle  Resources  Corp.,  who  declares: 
"The  fat  lady  has  already  sung.  It's 
over  for  the  domestic  oil  business." 

Most  oilmen  figure  that  the  U.S. 
has  been  pumped  nearly  dry,  and 
what  is  left  is  off  bounds  for  political 
reasons.  Abroad,  the  acreage  is  less 
pawed  over  and  the  powers-that-be 
friendlier.  According  to  Salomon 
Brothers,  oil  men  will  spend  71%  of 
their  collective  $50  billion  explora- 
tion budget  outside  the  U.S.  this  year, 
reversing  mid-1980s 

spending  patterns. 

With  big  players  like 
Exxon  and  Mobil  shed- 
ding U.S.  assets,  contrar- 
ians like  Sheffield  are  step- 
ping up  to  the  plate.  As 
much  as  $10  billion  in 
properties  is  on  the  mar- 
ket now,  say  oil  experts  at 
John  S.  Herold  Inc.  In 
1992's  first  half,  compa- 
nies like  Amoco  and 
Transco  Energy  sold 
$557  million  in  properties 
to  Forest  Oil,  Devon  En- 
ergy and  others  for  an  av- 
erage $4  a  barrel.  That's  ^^^M 
littie  over  half  what  it  costs 
to  drill  for  oil  here. 

How  can  little  companies  do  well 
with  the  big  outfits'  castoffs?  Listen  to 
Sheffield  on  his  Mobil  acquisition: 
"We've  already  lowered  operating 
costs  5%  to  10%.  The  biggest  factor  is 
that  our  field  personnel  probably 
make  25%  less  than  theirs."  Sheffield 
plans  to  spend  $200  million  on  other 
properties  and  new  wells  that  will 
more  than  triple  oil  production.  "We 
can  drill  a  well  for  $300,000,"  he  says. 
"It  may  cost  Mobil  $400,000  to 
$450,000,  for  the  same  reason  it  costs 
the  federal  government  more  to  do 
things — they're  too  big." 

One  independent  oil  outfit.  Union 
Pacific  Resources  Co.,  the  railroad 
company's  $1  billion  (1991  reve- 
nues) exploration  arm,  now  drills 
more  U.S.  wells  than  anyone  else.  In 
August  Texaco  granted  UP  Resources 
the  right  to  explore  1 1 ,520  acres  it 
holds  in  southwest  Wyoming.  Oil- 
men call  this  a  "farm-out."  up  Re- 


sources will  spend  some  $18  million 
to  drill  there,  recoup  the  cost  from 
production,  and  then  split  the  reve- 
nues 60-40  with  Texaco.  Says  Jack 
Messman,  up  Resources'  chief  execu- 
tive: "Three  years  ago,  they  would 
never  have  farmed  this  acreage  out. 
Today  they  want  to  monetize  it  to  go 
overseas.  But  we  expect  to  find  maybe 
$56  million  worth  of  gas  there." 

The  lack  of  interest  in  U.S.  drilling 
has  driven  costs  down,  up  Resources 
is  spending  $1  million  per  well  on  the 
Texaco  acreage,  versus  $1.6  million 
per  well  in  the  area  last  year.  Another 
independent,  Burlington  Resources, 
pays  $175  an  acre  for  exploration 


Jack  Messman  of  Union  Pacific  Resources 
He  drills  more  U.S.  wells  than  anyone  else. 


rights  in  Lea  County,  N.M.,  down 
from  $300  in  1989.  Then  it  applies 
the  latest  method  of  fracturing  under- 
ground rocks  so  that  gas  flows  more 
easily  to  the  well  bore.  Result:  Pro- 
duction is  up  71%,  while  per-unit 
operating  costs  have  dropped  35%. 
"We'll  pick  up  a  20%  to  22%  aftertax 
return  on  this  project,"  boasts  Don- 
ald Clayton,  Burlington's  president. 

Returns  like  that  are  seducing  insti- 
tutions and  individual  investors. 
Houston-based  Torch  F^nergy  Advi- 
sors— itself  85%  owned  by  insurer 
Torchmark  Corp. — manages  some 
$1 .2  billion  worth  of  properties  for  GK 
Capital,  IBM's  pension  fund  and  other 
institutions.  Chicago's  Jay  Pritzker 
and  son  Thomas  are  jumping  in, 
along  with  Donaldson,  Lufkin  &  Jen- 
rette  founder  Dan  Lufkin  and  Texas 
investor  Mel  Klein.  A  partnership  run 
by  the  four  is  putting  $66  million  cash 
into  a  venture  with  Houston  oilman 
F>nest  Cockrell  to  buy  energy  re- 


serves and  companies. 

Are  the  foreign-bound  oil  compa- 
nies making  a  mistake?  It  is  quite 
possible  they  are.  Michael  Weisbrot, 
senior  portfolio  manager  and  analyst 
at  Delaware  Investment  Advisors,  has 
followed  the  industry  for  20  years. 
"Any  time  you  see  everybody  in  the 
oil  business  doing  the  same  thing,"  he 
observes,  "it  turns  out  to  be  the 
wrong  thing  to  do." 

Logic  dictates  that  the  increased 
competition  abroad  is  driving  up  costs 
there.  According  to  Arthur  Andersen 
&  Co.,  oilmen  spent  $3.70  to  add  a 
barrel  of  foreign  oil  in  1987.  Last  year 
they  spent  $6.35  a  barrel.  That  num- 
ber will  come  down  again 
if  they  find  reserves  big 
enough  to  justify  their  ini- 
tial costs.  If. 

Then    comes    another 
"if"  "For  a  while  every- 
thing will  be  fine,"  says 
Weisbrot.    "But    history 
tells  you,  when  the  pro- 
ducing country  has  the 
upper  hand,  they  change 
the   terms."   Ask   Enron 
Corp.  When  Peru  nation- 
alized, Enron  took  a  $2 1 8 
million  writeoff,  causing  a 
$79  million  net  loss  for 
1985.  Chevron  spent  over 
$1  billion  to  develop  oil  in 
the   Sudan   in   the   early 
1980s.  Then  civil  war  cost  the  lives  of 
four  Chevron  contract  employees  and 
hundreds   of  millions   in   writeoffs. 
Chevron  recently  sold  out  to  a  Suda- 
nese company. 

Dallas  oilman  Ray  Hunt  built  his 
family's  net  worth  above  $1.5  billion 
in  part  by  getting  into  Yemen  early. 
He  went  to  what  was  then  North 
Yemen  in  the  early  1980s,  when  ev- 
eryone else  wanted  to  explore  in  the 
U.S.,  and  found  600  million  barrels  of 
oil.  North  and  South  Yemen  have 
since  merged,  and  firms  like  C'hevron, 
Royal  Dutch/Shell  and  Unocal  have 
collectively  bid  hundreds  of  millions 
of  dollars  for  oil  concessions. 

And  Hunt!"  Still  the  contrarian,  lu 
never  bid  on  another  concession  in 
Yemen.  He's  pulling  back  from  for 
eign  prospects  and  increasing  his  US 
spending.  He's  said  to  be  in  final 
negotiations  to  buy  Pacific  Enterpris 
cs'  72-million-barrel  U.S.  properties 
for  $350  million  to  $375  million.  ^ 
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LOOK  IN  ON  GRANDMA. 


Actual  size.  Actual  image. 


If  words  alone  can't  describe  how 

you  feel  about  your  family,  we  suggest 

you  try  a  very  moving  picture. 


Call  1 800  437-9504  for  the  location  of  your 
nearest  ATScT  Phone  Center  or  other  fine  retailer. 


Introducing  the  all-new  AT&T 
Videophone.  Just  plug  it  in.  "Vbu'll  never 
look  at  phone  calls  the  same  way  again. 


ATgT 
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Yoshio  Terada  is  shaking  up  Japan's  electronics 
retailing  cartel.  Even  in  Japan,  things  change. 


In  Step 


By  Gale  Eisenstodt 

In  the  land  of  the  overstaffed  store 
and  the  politely  bowing  sales  clerk,  a 
visit  to  Step,  a  Tokyo  area  electronics 
retailer,  is  quite  a  shock. 

Step  employees  do  not  greet  cus- 
tomers. Asked  a  question,  they  reply 
perhinctorily.  The  whole  scene  is 
much  more  American  than  Japanese. 
In  each  Step  store  hang  bright  red 
posters  summarizing  Step's  "five 
no's":  No  explanations,  no  product 
displays,  no  exchanges,  no  refunds 
and  no  free  service. 

And  no  fiill  retail  prices.  Step  sells 
for  prices  generally  30%  to  40%  lower 
than  manufacturer's  suggested  retail 
and  10%  to  15%  below  other  discount 
stores.  "I  thought  it  was  all  pretty 
weird  at  first,  but  it  is  the  cheapest 
store  around,"  says  Akira  Suzuki,  33, 
a  typical  Japanese  shopper 
and  now  a  frequent  Step 
customer. 

"Most  Japanese  dis- 
counters eventually  give  in 
to  pressure  from  manufac- 
turers, but  we  haven't," 
says  Yoshio  Terada,  the 
store's  37-year-old,  ener- 
getic founder.  The  manu- 
facturers can  hardly  push 
him  around  now:  Step's 
sales,  $180  million  a  year, 
have  doubled  since  1987. 
Even  with  thin  margins, 
Terada  nets  maybe  half  a 
million  dollars  a  year. 

Terada  is  still  a  rarity  in 
Japan's  cartelized  distribu- 
tion system.  Even  in  Akiha- 
bara,  Tokyo's  famous  con- 
sumer electronics  district, 
stores  usually  conform  with 
retail  prices  set  by  the 
manufacturers. 

Terada  used  to  operate 
inside  the  system.  He 
founded  Step  in  1977  as 
one  of  Matsushita  Electric's 


network  of  around  18,000  "mom 
and  pop"  National  stores.  Matsushita 
gave  Terada  special  rebates  in  return 
for  his  loyalty.  But  one  day  when 
business  was  slow,  he  cut  prices  on 
batteries  by  20%.  Executives  of  Mat- 
sushita's sales  affiliate  were  dispatched 
to  try  to  convince  Terada  to  get  back 
in  line.  He  rebelled,  and  in  1983  the 
affiliate  cut  him  off. 

Terada,  by  now  convinced  that  he 
was  on  to  something  with  his  price 
strategy,  looked  elsewhere.  He  began 
buying  on  the  "gray  market"  from 
wholesalers.  At  first,  manufacturers 
tried  to  force  him  out  of  business  by 
trying  to  trace  his  suppliers. 

Sometimes  Terada  gets  supplies  by 
importing  directly.  For  example,  in 
the  late  1980s  he  exploited  the  price 


Yoshio  Terada,  Step's  president 

No  frills,  no  help,  no  service,  cheap  prices. 


gap  between  Apple  computers  in  Ja- 
pan and  in  the  U.S.  by  importing 
Apples  from  the  U.S.  and  undercut- 
ting Apple's  main  distributor  in  Japan 
by  50%,  until  eventually  Apple  cut 
prices  on  its  own. 

Today  Terada  imports  cheap  Tai- 
wanese clones  compatible  with  IBM's 
DOS/v-capable  machines,  a  Japanese 
version  of  MS-DOS  that  runs  on  the 
worldwide  IBM  at  standard.  He  sees 
huge  potential  demand  for  the  prod- 
uct and,  since  the  DOS/v  system  is  still 
new  to  Japan,  Terada  is  for  once 
providing  customers  with  support 
ser\'ices. 

"1  used  Matsushita's  sales  strategy  as 
a  guide  for  how  not  to  do  business,"  he 
jokes.  On  30  trips  to  the  U.S.  he 
studied  U.S.  retailing.  "Kmart  is  a 
merchandiser,"  he  says.  "In  Japan 
most  retailers  are  merely  brokers." 

Step  now  has  seven  oudets,  includ- 
ing one  opened  in  June  in  Osaka,  its 
first  outside  the  Tokyo  area.  In  terms 
of  annual  sales  per  employee,  a  Japa- 
nese trade  publication  reports  that 
Step,  at  $1  million,  is  achieving  nearly 
double  the  average  for  Japan's  elec- 
tronics retailing  industry.  Step's  annu- 
al sales  of  nearly  $30,000  per  square 
foot  are  more  than  25  times  the  indus- 
tr)'  average. 

Some  70%  of  these  sales 
come  from  personal  com- 
puters and  peripherals — an 
area  of  huge  potential 
growth,  since  Japan's  per 
capita  installed  PC  base  is 
less  than  half  that  of  the 
U.S.  The  rest  mostiy  comes 
from  sales  of  such  items  as 
vcRs,  video  cameras  and 
television  sets. 

It  looks  very  much  as  if 
Terada  is  the  wave  of  the 
Japanese  future.  As  Japa- 
nese consumers  becon>e 
more  price  conscious,  pop- 
ular magazines  publish 
guides  comparing  prices  at 
different  stores.  And  these 
days  other  electronics 
stores  arc  also  cutting 
costs — and  prices.  "Within 
two  years  price  control  will 
be  impossible,  even  in  Ja 
pan,"  predicts  Hiroki  Ka 
mata,  president  of  Soken 
Planning,  a  computer  re- 
search firm.  ■■ 
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SHEAFFER 


® 


Crest™  Collection 
by  Sheaffer 


For  the  dealer  nearest  you,  call 
1-800-FINE  PEN. 


BMW  and  Mercedes-Benz  are  working  on  big,  secret 
projects  to  build  small,  luxurious  models. 

The  green 
and  the  gray 


By  Peter  Fuhrman 


Now  THAT  JAPAN'S  automakers  seem 
to  have  learned  to  build  and  sell  big 
luxury  cars,  Germany's  BMW,  Mer- 
cedes-Benz and  Audi  seem  set  to  try 
to  turn  the  tables.  All  three  German 
carmakers  are  in  the  midst  of  major 
development  work  on  some  experi- 
mental small  luxury  models. 

Mercedes  and  BMW  are  deciding 
now  whether  to  go  ahead  with  fiill 
production.  Both  are  watching  moves 
at  Volkswagen's  Audi  unit  very  close- 
ly. Audi  looks  set  to  introduce  the  first 
German  luxury  compact  by  1995.  It 
will  be  a  bit  larger  than  the  vw  Golf 
but  come  crammed  with  safetv  fea- 


A  smaller  Audi,  scaled  down  to  suit  both  retirees 

and  the  environmentally  anxious 

Audi  looks  set  to  be  first  to  market  with  a  small  luxury  car. 


One  current  design  for  a  mini-BMW 

The  3-Series  chassis  could  be  adapted 

to  carry  a  plush  hatchback. 
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From  Totally  Elegant 


To  Extra  Crude 


We  don't  make  a  lot  of  the  products  you  buy. 
We  make  a  lot  of  the  products  you  buy  better. 


From  the  most  beautiful  clothing  on  earth,  to  the 
riches  beneath,  BASF  is  helping  to  make  them 
happen. 


BASF  energy  products  help  support  crude  oil 
production.  They  prevent  corrosion  and  recover 
more  energy  by  removing  water  from  oil. 


Our  textile  products  make  fabrics  softer  and  more    For  a  free  booklet  describing  what  BASF  is  into 
desirable.  They  make  colors  more  colorful  while      these  days,  call  1-800-669- BASF  We  help  make  the 
they  improve  wear.  products  you  buy  better  in  some  beautiful  ways. 
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BASF 


The  Pyramid  Revealed. 

We're  Transamerica.  Our  business  is 
financial  services  —  life  insurance, 
investments,  lending  and  leasing.  Our 
philosophy  is  to  concentrate  on  the 
things  we  do  best  and  to  try  to  do  them 
better  than  anyone  else.  So  when  you 
deal  with  a  Transamerica  company, 
you'll  get  the  right  product  at  the  right 
price  —  whether  it's  a  life  insurance 
policy,  a  home  equity  loan,  a  mutual 
fund  or  anything  else  we  offer.  It's  really 
no  mystery.  Remember  the  Pyramid 
for  the  best  in  financial  services.        i 

Transamerica 

THE  POWER  OF  THE  PYRAMID  IS  WORKING  FOR  YOU.® 
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Germany's  luxury  car  makers 


Taste  on  the 
tongue 

Oktoberfkst  came  a 
month  early  this  year  for 
workers  at  BMW's  tall,  cy- 
lindrical headquarters  in 
Munich.  They  fairly 
whooped  it  up  when  the 
news  broke  that  world- 
wide unit  sales  of  BMW  cars 
in  the  eight  months 
through  August  surpassed 
for  the  first  time  those  of 
archrival  Mercedes-Benz. 

But  BMW  Chairman 
Eberhard  Von  Kuenheim, 
looking  out  from  his 
22nd-floor  office,  is  more 
restrained  than  his  under- 
lings. "The  importance  of 
the  sales  figures  should 
not  be  overestimated," 
Von  Kuenheim  cautions 
visitors.  "The  target  has 
never  been  to  sell  more 
cars  than  Mercedes,  just  to 
win  customers." 

A  soft:- spoken  and  pa- 
trician man  who  descends 
from  a  family  of  Alsatian 
aristocrats,  Von  Kuenheim, 
63,  has  led  bmw  for  the 
last  22  years,  making  him 
the  longest-serving  chair- 
man among  the  world's 
larger  carmakers.  When 
Von  Kuenheim  took  over  at 
BMW  in  1970,  it  was 
known  in  the  U.S.  mainly 
for  its  dependable  and 
stolid  2002  model.  Back 
then  BMW  was  dogged  by 
rumors  that  it  would  be 
forced  to  sell  out  to  a  larg- 
er company — quite  possi- 
bly to  Daimler-Benz, 
Mercedes'  parent. 

To  remain  indepen- 
dent, Von  Kuenheim  has 
pushed  through  big 
changes  at  BMW,  during  the 
last  decade  especially. 
First,  he  shortened  by  two 
years  or  more  bmw's 
then-lengthy  model  cycles. 
Under  Von  Kuenheim  a 


BMW's  long-stand- 
ing chairman, 
Eberhard  Von 
Kuenheinn 
His  target  is  not 
to  beat  Mercedes 
but  to  win 
customers. 


new  model  or  new  engine 
has  been  introduced  ev- 
ery year,  even  though  this 
cuts  across  the  long- es- 
tablished rule  of  thumb  in 
the  luxury  car  business 
that  lengthy  model  cycles 
are  necessary  to  preserve 
resale  value. 

Next,  in  1986  Von 
Kuenheim  oversaw  a  com- 
plete redesign  of  bmw's 
entire  line,  bringing  out  the 
first  in  a  series  of  cars  with 
trim,  raking  profiles.  This 
process  culminated  in  last 
year's  introduction  of  the 
slope-backed  3-Series 
model,  which  is  outselling 
its  predecessor  model  in 
the  U.S.  by  50%. 

Von  Kuenheim  also 
figured  the  best  way  to 
counter  Japanese  com- 
petitors in  the  U.S.  was  to 
meet  them  head-on  in  the 
under-$30,000  sector  of 
the  market.  The  cheapest 
of  the  hot-selling  3-Series 
carries  a  base  price  of 
$23,000,  about  the  same  as 
a  Honda  Acura  Vigor. 

A  fair  amount  of  instinct 
guides  Von  Kuenheim's 
decisions.  "People  assume 
we  use  some  secret  recipe 
to  achieve  our  success," 
says  Von  Kuenheim, 
"but  it's  not  a  simple  for- 


mula that  can  be  copied. 
We  just  have  the  taste  on 
our  tongue." 

This  year's  flavor:  high 
performance.  BMW  is  rolling 
out  a  new  8 -cylinder  en- 
gine for  its  top -of- the -line 
7-Series.  So  powerfiil  is 
the  engine  that  it  comes  fit- 
ted with  a  governor  that 
prevents  drivers  from  ex- 
ceeding 149mph. 

Success  in  the  market 
has,  naturally,  fed  through 
to  BMW's  balance  sheet. 
The  company  at  the  end  of 
1991  had  $1.4  billion  in 
cash,  $3  billion  in 
shareholders'  equity  and 
just  $100  million  in  long- 
term  debt.  Cash  flow  will 
approach  $1.5  billion  this 
year.  On  the  Frankfiirt 
stock  exchange  BMW  is  val- 
ued at  $5.7  billion,  about 
eight  times  likely  earnings 
this  year,  according  to  an- 
alysts at  Deutsche  Bank. 

Inevitably,  not  every 
move  has  worked  to  perfec- 
tion. BMW's  $80,000 
sports  coupe,  the  850i,  has 
not  sold  well  in  the  U.S. 
BMW's  sporty  little  Zl  road- 
ster has  been  plagued  by 
quality  and  cost  problems 
and  is  not  even  oflfered  for 
sale  in  the  U.S. 

The  new  factory  going 


up  in  South  Carolina 
should,  however,  allow 
BMW  to  build  a  new  roadster 
in  volumes  large  enough 
to  keep  the  price  competi- 
tive with  the  Mazda 
Miata.  So  competitive  is 
U.S.  manufacturing  that 
BMW  intends  to  export  its 
U.S. -made  models  back 
to  Europe,  Von  Kuenheim 
says.  By  1997,  he  figures, 
BMW's  total  worldwide  sales 
volume  should  rise  by  a 
quarter,  to  700,000  cars  a 
year,  leaving  Mercedes- 
Benz  well  behind  in  unit 
volume  (but  not  in  finan- 
cial terms). 

Earlier  this  year.  Von 
Kuenheim  says,  he  thought 
hard  about  buying  Brit- 
ain's ailing  Rolls-Royce 
Motor  Cars  from  its  Brit- 
ish owner,  Vickers  Pic,  but 
decided  Rolls-Royce's 
cost  and  production  prob- 
lems were  too  great  and 
the  car's  following  was  too 
small.  "I  drove  past  the 
British  House  of  Ix)rds,  and 
while  30  years  ago  you 
would  have  seen  the  park- 
ing lot  filled  with  Rolls- 
Royce  cars,  today  you  see 
none  at  all,"  says  Von 
Kuenheim.  Instead,  one 
usually  sees  a  thicket  of 
new  BMWs.  -P.P.  ^ 
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Germany's  luxury  car  makers 


Mercedes-Benz 

takes  a  radical  approach 

to  small  car  luxury 

"If  any  company  can  make  a  small 

model  with  a  high-class  image,  it's  us." 


tures  and  a  plush  interior. 

There  are  two  reasons  for  this  Ger- 
man rush  to  develop  a  small  luxury 
car.  Call  them  the  green  and  gray 
problems. 

The  environmental  movement  in 
Germany,  the  Greens,  first  targeted 
diesel  models,  and  sales  of  these  in 
Germany  have  all  but  vanished.  Next, 
both  BMW  and  Mercedes  were  pushed 
to  make  their  cars  eventually  "fully 
recyclable,"  even  though  this  is  more 
cosdy  and  uses  more  energy  than  old- 
fashioned  junking. 

Now  the  Greens  are  carping  about 
the  "total  environmental  damage" 
caused  by  large  cars.  Mercedes- 
Benz's  new  top -of- the -line  S-Class 
luxury  model  has  been  a  particular 
target.  Mercedes-Benz,  part  of  Daim- 
ler-Benz A.G.,  says  it  is  being  made  a 
scapegoat  for  all  of  Germany's  envi- 
ronmental angst.  But  it  is  responding, 
as  are  BMW  and  Audi,  by  working  on 
designs  for  smaller  cars. 

The  second  reason  to  develop  a 
small  luxury  car  is  the  graying  of  the 
Western  population.  By  2020  almost 
20%  of  the  people  in  the  industrialized 
countries,  where  BMW  and  Mercedes 
sell  over  90%  of  their  cars,  will  be  65  or 
older.  In  Europe  older  people  down- 
shift to  smaller  models.  These  luxury 
carmakers  believe  a  lot  of  Americans 
may  well  make  the  same  choice  in  the 
future.  "It  will  be  the  image  of  luxury, 
not  a  car's  dimensions,  that  will  mat- 
ter most  to  many  customers,"  ex- 
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plains  Daniel  Jones,  coauthor  of  the 
groundbreaking  book  The  Machine 
that  Changed  the  World. 

BMW  enjoys  a  decisive  initial  advan- 
tage over  Mercedes.  It  can  easily  adapt 
the  chassis  of  an  existing  model — its 
current  3 -Series  sedan — to  carry  a 
smaller  body.  BMW  has  built  a  proto- 
type small  hatchback  on  a  3-Series 
platform.  There  is  also  talk  of  a  small 
roadster  like  the  Mazda  Miata  to  be 
built  at  BMW's  $300  million  factory 
now  going  up  in  South  Carolina. 

By  1996  BMW  plans  to  start  selling  a 
downsized  3-Series  car  here  that 
would  retail  for  about  20%  less  than 
today's  cheapest  BMW.  "A  BMW  in  the 
[$15,000  to  $20,000]  lunch  bucket 
market  would  offer  us  great  new  op- 
portunities," says  William  Jacobs, 
who  runs  a  BMW  dealership  just  out- 
side Chicago. 

Mercedes-Benz,  on  the  other 
hand,  has  no  readily  available  suitable 
chassis.  Its  new  version  of  its  smallest 
model,  the  190,  will  actually  be  long- 
er than  the  current  model.  So  Mer- 
cedes is  having  to  consider  a  new 
platform  for  an  all-new  small  luxury 
car  that  would  also  require  an  expen- 
sive new  factory — perhaps  in  the  U.S. 
or  Mexico. 

Mercedes  designers  are  working  on 
some  radical  ideas.  One  is  a  small 
hatchback  town  car,  with  a  7.5-foot 
wheelbase  (a  foot  shorter  than  the 
190)  and  lots  of  rear  storage  space;  it 
would  be  powered  by  either  a  gas  or 


an  electric  engine. 

Not  surprisingly,  Mercedes-Benz 
board  members  are  concerned  about 
the  level  of  investment  needed.  They 
also  fret  that  a  smaller  model,  even  a 
luxury  one,  could  taint  the  company's 
high-class  image.  "If  any  company 
could  solve  this  problem,  it  must  be 
us,"  says  Rose-Gerrit  Huy,  director  of 
Mercedes'  passenger  car  develop- 
ment planning,  with  no  litde  hubris. 

The  contest  between  a  "mini- 
BMw"  and  a  "mini-Benz"  will  intensi- 
fy the  competition  between  these  two 
German  carmakers.  Today  they  sell 
just  over  1.1  million  luxury  cars  be- 
tween them.  Right  now  BMW  is  the 
comer.  For  the  first  time  ever,  it  is 
ahead  of  Mercedes  in  sales  in  Europe, 
and  just  nipped  ahead  in  the  U.S., 
where  its  sales  are  up  27%,  to  43,320 
cars,  through  the  first  eight  months  of 
the  year.  (Mercedes-Benz's  U.S.  sales 
were  up  13%,  to  43,210,  while  those 
of  Audi  rose  16%,  to  a  little  over 
9,000.) 

This  will  also  be  BMW's  best  finan- 
cial year  ever,  with  worldwide  reve- 
nues likely  to  rise  10%,  to  33  billion 
deutsche  marks  ($23.5  billion  at  the 
latest  exchange  rate).  Mercedes 
Benz's  revenues,  including  the  com- 
pany's large  truck  business,  will  be  up, 
too,  though  by  less,  at  an  expected 
6%,  to  $49  billion.  Their  new  small 
cars  could  play  an  important  role  in 
producing  more  good  years  later  in 
the  decade.  ^ 
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Schwab  wrote  the  book  on  how 
to  find  a  Financial  Advisor. 


As  your  capital  multiplies,  so  does 
the  time  and  skiD  it  takes  to  invest. 

If  you're  like  many  investors,  you 
might  prefer  professional  guidance. 
At  Schwab,  we  recommend  getting 
objective  advice  that's  free  of  sales 
pressure.  So  we  wrote  this  book  to 
help  you  find  an  expert— one  who's 
concerned  with  your  best  interests. 

The  Charles  Schwab  Guide  to 
Selecting  a  Financial  Advisor  gives 
you  the  information  you  need  to  single 
out  which  advisor  feels  right  to  you. 

Here  are  the  key  questions  to  ask. 
Plus  a  few  tips  to  help  you  assess 
whether  their  style  and  strategies 
are  compatible  with  your  financial 

goals. 

This  guide  also  includes  a  directory 
with  addresses,  phone  numbers  and 
stated  investment  philosophies  of  over 
330  advisors. 

If  you'd  appreciate  help  managing 
your  money,  call  now  for  your  free  copy 
of  the  new,  expanded  edition  of  The 
Charles  Schwab  Guide  to  Selecting 
a  Financial  Advisor. 

*Charles  Schwab  &  Co.,  Inc.  does  not  endorse  or 
recommend  any  particular  advisor.  None  of  these  Financial 
Advisors  are  employed  by  Charles  Schwab  &  Co.,  Inc. 

Call  now,  toll-free: 

800-442-5111  ext.  310 


CharlesSchwab 


Member  SIPC/New  York  Stock  Exchange,  Inc. 


)  1992  Charles  Schwab  &  Co.,  Inc.       All  Rights  Reserved 
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President  Bush  has  tried  every  gimmick 
and  slogan.  Perhaps  in  desperation 
he  will  resort  to  straight  talk. 

speak  up, 
Mr,  President 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


"Talk  TO  me!  Talk  to  me!"  Eddie 
Murphy  yelled  at  one  of  the  other 
characters  in  Beverly  Hills  Cop,  when 
he  couldn't  understand  the  cryptic 
stor>'  he  had  been  told. 

Someone  ought  to  shout  those  words 
to  President  George  Bush.  If  his  goal  is 
to  go  down  in  histor)'  as  The  Great 
Non-communicator,  he  has  already 
achieved  that  distinction.  But  if  his  goal 
is  to  be  reelected  President  of  the  Unit- 
ed States,  then  he  had  better  start  telling 
his  story  to  the  American  people. 

The  entire  history  of  the  12  years  of 
the  Reagan  and  Bush  administrations 


has  been  hijacked  and  rewritten  by  the 
Democrats  in  Congress  and  by  many 
liberals  in  the  media,  while  George  Bush 
sat  quietly  by,  making  side  deals  with  his 
political  enemies  instead  of  going  to  the 
American  people  with  his  story. 

The  net  result  is  that  millions  of 
people  believe  that  the  annual  deficits 
and  the  national  debt  are  due  to  tax 
cuts  ("for  the  rich")  during  the  Rea- 
gan Administration,  when  in  fact  tax 
receipts  rose  to  be  hundreds  of  bil- 
lions of  dollars  per  year  higher  after 
tax  rates  were  cut  and  the  economy 
grew.  The  public  can  understand  that, 
if  the  President  tells  them,  but  it 
cannot  read  his  mind. 

The  public  can  also  understand  that 
only  Congress  can  appropriate  federal 
money  or  impose  federal  taxes,  and 
therefore  that  only  Congress  can  cre- 
ate a  deficit.  But  if  Congress  can 
escape  all  responsibility  merely  by 
naming  deficits  after  presidents — the 
"Reagan  deficit,"  the  "Bush  defi- 
cit"— then  of  course  they  will  cop  out 
that  way,  if  the  President  sits  idly  by, 
hearing  no  evil  and  seeing  no  evil  for 
three  long  years  in  between  elections. 

The  grand  fraud  of  all  is  the  notion 
that  politicians  and  political  "plans" 
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are  the  way  to  get  this  economy  out  of 
the  doldrums.  If  "plans"  by  politi- 
cians were  the  answer,  Eastern  Eu- 
rope would  have  been  booming  all 
through  the  decades  of  central  plan- 
ning under  the  Communists. 

Politicians  and  their  imposed  plans 
and  mandated  costs  are  a  big  part  of 
the  problem.  It  has  been  estimated  by 
a  scholar  at  the  Heritage  Foundation 
that  the  costs  surreptitiously  loaded 
onto  the  American  economy  by  con- 
gressional mandates  and  regulation 
are  almost  as  large  as  the  sums  collect- 
ed openly  from  the  income  tax. 

The  public  can  understand  that — if 
the  President  would  only  tell  them, 
instead  of  coming  up  with  his  own 
"plan,"  so  that  now  all  God's  chillun 
got  plans,  and  there  is  no  one  left  to 
tell  them  what  hogwash  this  all  is. 

When  President  Bush  goes  around 
talking  about  "gridlock"  in  Washing- 
ton, he  is  pushing  the  very  narcotics 
his  enemies  are  pushing — that  if  only 
the  government  would  come  to  the 
rescue,  the  economy  would  be  saved. 
Gridlock  would  have  been  infinitely 
preferable  to  the  legislation  that 
wrote  a  blank- check  guarantee  for  the 
savings  and  loan  industry,  creating 


the  hybrid  monster  of  government- 
guaranteed  laissez-faire. 

Gridlock  would  have  been  infinite- 
ly preferable  to  the  reckless  escalation 
of  automobile  mileage  standards 
while  tens  of  thousands  of  automobile 
workers  were  losing  their  jobs  and 
automobile  manufacturing  plants 
were  closing  permanently. 

The  only  time  in  the  last  20  years 
when  we  didn't  have  the  gridlock  of  a 
politically  divided  government  in 
Washington  was  the  Carter  Adminis- 
tration. Instead  we  had  escalating  un- 
employment, double-digit  inflation 
and  interest  rates  above  20%.  Let's 
hear  it  for  gridlock! 

The  "gridlock  Congress"  phrase 
seems  to  appeal  to  President  Bush's 
desire  to  run  as  a  latter-day  Harry 
Truman,  who  spoke  of  the  "do-noth- 
ing 80th  Congress."  It  so  happens 
that  I  am  old  enough  to  remember 
Harry  Truman — and  believe  me,  Mr. 
President,  you  are  no  Harry  Truman. 
For  starters,  Harry  Truman  was  not 
imitating  somebody  else. 

Ironically,  George  Bush  is  doing  a 
much  better  imitation  of  Truman's  op- 
posing candidate,  Thomas  E.  Dewey, 
who  represented  the  "me-too"  wing  of 


the  Republican  Party,  as  the  President 
does  today.  Whatever  nostrum  the 
Democrats  offer  the  public,  the  "me- 
too"  Republicans  offer  to  do  the  same 
thing,  only  cheaper  and  better. 

The  Democrats  offer  a  health  insur- 
ance plan;  the  President  offers  a  health 
insurance  plan.  The  Democrats  offer  a 
family  leave  plan;  the  President  offers 
a  family  leave  plan.  If  the  Democrats 
offered  square  circles,  the  President 
would  offer  square  circles. 

How  are  you  ever  going  to  expose 
the  fallacies  of  your  political  opposi- 
tion if  you  insist  on  imitating  them? 

Harry  Truman  did  not  imitate  the 
Republicans,  he  attacked  them.  Even 
people  who  disagreed  with  him  re- 
spected him.  Compare  that  with  the 
chameleon-like,  Rodney  Dangerfield 
presidency  of  today. 

President  Bush  has  tried  every  gim- 
mick and  slogan.  Perhaps  in  despera- 
tion he  will  resort  to  straight  talk. 

More  likely,  his  landslide  defeat  in 
November  will  so  discredit  wishy- 
washy,  one-day-at-a-time  political 
pragmatism  that  we  will  have  a  better 
chance  for  a  leader  with  principles  in 
1996.  That  is  the  only  hopefial  pros- 
pect in  all  of  this.  ^M 
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Russia's  entrepreneurial  rocket  scientists  know  how  to 
make  sturdy  rockets  and  have  plenty  of  cheap  labor. 
They're  also  a  challenge  for  U.S.  policymakers. 

Red  rocket's 


glare 


By  Craig  Mellow 

Vice  President  Sergei  Zinchenko 
and  his  colleagues  in  Moscow's  ivk 
Joint  Stock  company  started  doing 
business  three  years  ago  the  same  way 
as  all  the  other  hustlers  in  Moscow. 
They  exported  coal  and  lumber  and 
used  their  hard  currency  earnings  to 
buy  Marlboros,  perfume  and  shoes 
for  sale  in  local  Russian  markets. 

But  Zinchenko  and  friends  are  dif- 
ferent from  most  street  hustlers.  They 
are,  literally,  rocket  scientists  who 
came  out  of  the  Bauman  Institute, 
Russia's  top  technical  college.  They 
used  their  lumber-for-Marlboros 
trading  profits  to  finance  construc- 
tion of  a  prototype  rocket  called  the 
Start- 1 ;  the  entrepreneurs  hope  Start- 
1  will  be  able  to  lift  small,  1,200- 
pound  satellites  into  orbit  a  lot  cheap- 
er than  competing  U.S.  or  European 
rockets.  The  test  flight  of  Start- 1,  a 
spinoff  from  Russia's  successful  SS-25 
missile,  is  scheduled  this  winter.  The 
market.^  A  study  IVK  commissioned 
found  that  perhaps  300  satellites  in 
Start- I's  weight  range  will  need 
launching  by  the  year  2000.  Current- 
ly, the  cost  of  launching  such  payloads 
from  U.S.  space  vehicles  ranges  from 
$6  million  to  $18  million. 

Russia's  aerospace  industry  lacks 
many  Western  advantages,  but  inex- 
pensive labor  isn't  one  of  them.  At  big 
firms  such  as  Scientific- Industrial 
Union  Molniya  (Russian  for  light- 
ning), the  engineers  who  built  the 
Buran  space  shuttle  are  earning  rubles 
worth  less  than  $10  a  month.  "That's 
one-fifth  the  salary  of  a  Russian  bus 
driver,"  Molniya's  chief  designer, 
Mikhail  Osin,  says  in  disgust. 

The   Russians'   strongest  suit,   in 


both  space  and  conventional  aircraft 
technology',  is  building  durable,  large 
mechanical  systems.  A  cold  day  in 
Florida  spelled  tragedy  for  the  Ameri- 
can space  shuttle  program  in  1986, 
when  the  Challenger  disintegrated. 
But  Russian  rockets  are  designed  to 
be  launched  in  winter  at  the  Baikonur 
Cosmodrome  on  the  bitter-cold  Cen- 
tral Asian  steppe.  Russian  landing 
gear,  docking  devices,  ejection  seats 
and  spacesuits  equal  or  exceed  the 
U.S.'  in  performance.  "The  Russians 
build  wind  tunnels  for  flight  simula- 
tion like  nobody  else,"  says  Robert 
Clarke,  minister  counselor  for  science 
and  technology'  at  the  American  Em- 
bassy in  Moscow.  Boeing  is  consider- 
ing a  deal  to  conduct  joint  aerody- 
namic research  with  the  Russians. 

If  Zinchenko's  ivk  can  produce  an 
inexpensive,  dependable  launch  vehi- 
cle, it  may  compete  directly  with  such 
U.S.  companies  as  Orbital  Sciences 
Corp.,  Li"V  Aerospace  &  Defense  Co. 
and  EER  Systems  Corp.  But  as  efficient 
as  the  Start- 1  and  other  rockets  may 
prove  to  be,  they  won't  win  many 
foreign  clients  so  long  as  Washington 
prevents  satellites  containing  any 
U.S. -made  or  licensed  parts  from 
touching  ex-Soviet  soil.  Russians 
complain  that  this  residue  of  Cold 
War  security  consciousness  deprives 
Zinchenko  and  other  eager  Russian 
aerospace  entrepreneurs  of  their  best 
potential  source  of  quick  cash. 

"All  this  American  propaganda 
about  helping  Russia  doesn't  square 
with  the  facts,"  complains  Yuri  Milov, 
deput)'  director  general  of  Moscow's 
newly  founded  Russian  Space  Agen- 
cy, a  would-be  counterpart  to  nasa. 
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Former  Soviet 
ballistic  missile 
Sergei 
Zinchenko  is 
developing  a 
missile  like  this 
to  launch  small 
satellites  more 
cheaply  than 
U.S.  or  European 
rockets. 
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The  key  to 
performance 


This  is  the  key  to  Steinway  grand  No.  507,000 
—the  piano  of  masters  in  the  Hamburg  Concert  Hall. 


Orchestrating  the  structure  of  complex 
business  and  financial  transactions  is  one  way 
Swiss  Bank  Corporation  performs  for  its  U.S. 
multinational  clients.  In  fact,  Swiss  Bank 
Corporation  has  been  providing  commercial 
and  merchant  banking  services  to  American 
business  for  more  than  50  years.  This  experi- 
ence has  given  us  a  thorough  understanding  of 
America's  financial  and  business  needs. 

We  offer  our  clients  a  full  range  of  services— 
from  credit  facilities  and  international  trade 
to  foreign  exchange,  money  markets  and  interest 
rate  risk  management.  We  are  also  a  primary 
dealer  in  U.S.  Government  Securities. 


In  addition,  if  you're  a  private  investor  with 
substantial  assets,  we  can  provide  a  full  range  of 
services,  including  custom-tailored  portfolio 
management. 

Last,  but  by  no  means  least,  we  provide  the 
stability  and  resources  that  come  from  being  the 
15th  largest  bank  in  the  world  ranked  by  equity. 
If  you'd  like  to  know  more  about  Swiss  Bank 
Corporation,  and  how  we  can  perform  for  you, 
call  Marie  Gillis,  (212)  574-3107. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 


The  key  Swiss  bank 


New  York  •  Chicago  •  Houston  •  Los  Angeles  •  Miami 
San  Francisco  •  Toronto  •  Montreal  •  Vancouver 
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Tupolev  204 
Rockwell  or 
Honeywell  could 
well  supply  new 
electronics  for 
this  Russian 
airliner  powered 
by  Rolls-Royce 
engines. 


"My  personal  opinion  is  that  Ameri- 
ca's [aerospace]  industry  doesn't 
want  competition." 

As  they  hope  U.S.  policy  toward 
them  will  thaw,  the  Russian  rocket 
scientists  are  keeping  busy.  The  rsa's 
Milov  estimates  that  there  are  a  dozen 
projects  involving  young  companies 
looking  to  launch  telecommunica- 
tions satellites  for  domestic  use. 

Old-line  firms  such  as  Molniya  and 
Energiya,  which  built  the  Mir  space 
station,  have  formed  a  commercial 
consortium,  called  Cosmoflot,  under 
the  direction  of  celebrated  cosmo- 
naut Gherman  Titov.  Cosmoflot  has 
dreams  of  selling  the  world  every- 
thing from  joint  Russian-American 
antimissile  defenses  to  new  wind  pow- 
er technology.  It  claims  to  have  con- 
tracts for  projects  as  diverse  as  an 
optical  system  for  a  United  Arab 
Emirates  satellite  and  a  Russian-Aus- 
tralian Youth  Space  Center  at  Mos- 
cow's former  Palace  of  Pioneers. 
Washington,  D.C. -based  Scalar 
Corp.,  founded  to  develop  launch 
vehicles  based  on  U.S.  Navy  technol- 
og)%  has  approached  Cosmoflot  with 
the  idea  of  using  Russian  components 
to  build  a  sea-launched  rocket. 

In  civil  aviation,  where  political 
barriers  to  helping  the  Russians  are 
weaker.  Western   firms   are   already 


close  to  forming  joint  ventures  with 
Russian  firms  (FORBES,  Mar.  18, 
1991).  A  Tupolev  204  200-passenger 
airliner  powered  by  Rolls-Royce  en- 
gines got  high  marks  from  Western 
aerospace  executives  at  Britain's  Farn- 
borough  Air  Show  last  month.  Hon- 
ewell  or  Rockwell  could  well  get 
contracts  to  supply  new  electronics 
for  it.  Meanwhile,  another  U.S.  firm. 
Rolls'  rival  Pratt  &  Whitney,  is  col- 
laborating on  a  four-engine,  777-size 
long-range  airliner  with  the  Ilyushin 
works.  Deutsche  Aerospace  is  cruis- 
ing for  a  Soviet  partner,  too. 

Back  to  the  space  business:  Russia 
would  love  to  find  a  counterweight  to 
Washington  in  the  European  Space 
Agency,  which  expects  to  spend  some 
$6  billion  by  century's  end  on  its 
Hermes  multiuse  spacecraft.  The 
agency  also  hopes  to  build  a  space 
station  some  day.  The  Europeans  plan 
to  spread  $100  million  around  Rus- 
sian aerospace  enterprises  between 
now  and  1995  to  "study  the  possibili- 
ties for  partnership,"  says  Jean- 
Jacques  Dordain,  chairman  of  the 
group  responsible  for  revising  the 
agency's  long-term  space  plan. 

But  having  the  likes  of  Energiya 
and  Molniya  build  ksa  systems  would 
rather  defeat  the  purpose  of  having  a 
European  space  program.  "Naturally 


we  have  a  mandate  to  develop  Euro- 
pean industry,  but  there's  no  reason 
we  can't  compete  on  some  levels  and 
cooperate  on  others,"  says  Dordain. 

In  Washington  there  have  been  a 
few  tentative  steps  toward  cooperat- 
ing with  the  Russians  in  space.  But 
one  step  forward,  three-quarters  of  a 
step  back:  Washington  imposed  a 
two-year  trade  sanction  against  for- 
mer Soviet  space  monopoly  Glavkos- 
mos  earlier  this  year.  The  U.S.  be- 
lieves that  a  rocket  engine  Glavkos- 
mos  sold  to  India  has  potential 
military  use.  Grouses  Molniya's  Mik- 
hail Osin:  "We  don't  expect  serious 
cooperation  with  the  Americans." 

It's  a  dilemma  for  Washington.  On 
the  one  hand,  civilian  rocket  science 
can't  easily  be  divorced  from  the  mili- 
tary kind — who  knows  how  a  future 
Russian  government  will  use  its  rock- 
et power?  On  the  other  hand,  Russia 
doesn't  need  any  new  rockets  to  be 
dangerous,  and  hindering  one  of  its 
most  promising  industries  could  help 
bring  in  the  kind  of  regime  Americans 
fear.  All  in  all,  it's  probably  better  to 
recognize  that  the  ex -Soviet  aero 
space  complex  today  stands  on  a  rich 
store  of  organized  scientific  know! 
edge,  and  let  U.S.  companies  mine 
that  knowledge,  than  to  tr\'  to  keep 
the  knowledge  bottled  up.  ^ 


68 


Forbes  ■  October  26,  1992 


Camry 


While  virtually  any  car  will  get  you  to 
and  from  work,  few  will  actually  move 
you  like  the  1993  Toyota  Camry  LE  V6. 

It  starts  the  moment  you  turn  the  ignition.  You  feel 
the  powerful  (yet  amazingly  quiet)  185-hp,  24-valve  V6 
engine  spring  to  life.  As  you  quickly  gather  momentum, 
the  4-speed  electronically  controlled  automatic  overdrive 
transmission  (ECT)  shifts  smoothly  Almost  imperceptibly 
Your  adrenaline  begins  to  rise.  The  variable-assist  power 
rack-and-pinion  steering  sends  a  message  to  your  brain: 
You  are  in  control.  And  loving  it.  You  settle  into  a  rhythm 


of  straightaways  and  turns.  The  Camry 's  4-wheel 
independent  suspension  responds  to  each.  Beautifully 

Then,  all  too  soon,  your  ride  to  work  has  ended.  You 
take  comfort  in  just  one  thought:  there's  still  the  trip  home. 
Call  1-800-GOTOYOTA  for  a  brochure  and  location  of 
your  nearest  dealer. 


WHAT  OTHERS  CALL  A  COMMUTE, 
YGlfLL  CONSIDER  A  JOYRIDE. 
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7  love  what  you  do  for  me'.' 

®  TOYOTA 


No  ONE  HELPS  YOU 
KEEP  IN  TOUCH  MORE  THAN  WE  DO. 


Toshiba  helps  you  keep  in  touch,  because  we  keep  in  touch  with  you. 
Understanding  that  one  of  the  last  places  people  get  any  work  done  is  in  the 
office,  we  make  notebook  computers  that  give  you  more  power  than  many 
desktops,  and  more  freedom  than  you  con  imagine. 

For  instance,  the  T4400SXC  has  an  i486™SX  microprocessor,  three  hour 
battery  life,  and  the  newest  TFT  LCD  technology  that  can  display  256  colors 
from  a  built-in  palette  of  185,193.  It's  the  most  powerful  color  notebook 
ovailable  to  control  information  and  improve  communication. 

At  Toshiba,  we  want  you  to  be  your  most  productive,  so  you  can  keep  in 
touch  with  a  few  other  important  ports  of  your  life.  Your  family,  friends.... 

In  Touch  with  Tomorrow 

TOSHIBA 

For  more  information  write:Toshiba  Americo  Informotion  Systems,ln(.,9740  Irvine  Blvd. , Irvine,  U  927)8  or  coll:  1-800-457-7777.  i486  is  o  troilemork  of  Intel  Corp. 


THE  MONEY  MEN 


Richard  Rainwater  helped  make  the  Basses  billionaires 
and  put  himself  on  The  Forbes  Four  Hundred.  We  asked 
him  what  makes  investors  successful. 

Patterns  of 
wealth  creation 


By  Dyan  Machan 

Richard  Rainwater  has  looked  at 
money  from  both  sides  now:  He  start- 
ed out  as  a  hired  hand  for  the  Bass 
brothers,  then  proceeded  to  do  so 
well  that  his  own  small  pieces  of  their 
deals  made  him  into  a  wealthy  inves- 
tor in  his  own  right.  Last  week's 
Forbes  Four  Hundred  listed  him  with 
an  estimated  net  worth  of  $390  mil- 
lion, and,  at  48,  he  still  has  many  years 
to  make  this  pot  bigger. 

So  what  is  the  secret  to  investment 
success.^  In  answering  this  question, 
Rainwater  studied  our  list,  looking  for 
recurring  themes  behind  great  for- 
times.  Two  patterns  stood  out.  One 
categor)'  of  successful  businesses,  he 
says,  is  those  with  what  Rainwater 
calls  "a  long-term,  sustainable  com- 
petitive advantage."  This  strategic  ad- 
vantage can  draw  on  any  number  of 
factors.  It  could  come  from  the  abilit\' 
to  charge  industr\'-low  prices,  which 
explains  how  Wal-Mart  made  the 
Walton  family  rich.  Or  a  product  im- 
possible to  replicate,  like  Walt  Dis- 
ney's theme  parks  and  cartoon  char- 
acters or  the  Mars  family's  candy 
brands.  Or  barriers  to  newcomers. 
This  explains  how  publishers  and 
owners  of  cable  television  franchises 
(the  Newhouse  brothers,  to  name 
only  one  case)  have  amassed  fortunes. 

The  other  category'  of  successful 
business  owners  took  enterprises  with 
strategic  advantages  and  magnified 
their  values  via  financial  engineering. 
Thus  did  John  Kluge  make  billions 
from  Metromedia  and  Sumner  Red- 
stone a  fortune  from  Viacom. 

And  where  do  Richard  Rainwater's 
own  successes  fit  in?  He  sorted  out  his 
investments — those  made  since  he 
quit  the  employ  of  the  Basses  six  years 
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ago — and  drew  two  lessons  from  the 
results.  First,  he  found  his  returns 
were  vastly  superior  when  he  invested 
in  companies  that  happened  to  resem- 
ble the  kinds  of  companies  that  had 
made  many  of  The  Forbes  Four 
Hundred  fortunes.  Second,  in  the 
stock  market,  his  returns  again  were 
superior  when  he  simply  bought 
shares  in  what  he  called  "great  com- 
panies" rather  than  those  he  had  to 
help  fix  in  one  way  or  another,  by 
bringing  in  new  management,  divest- 
ing losers  or  restructuring  finances. 

Rainwater's  numbers  are  dramatic. 
His  four  investments  that  most  exact- 
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ly  fit  the  strategic  advantage  theme 
earned  $180  million  pretax  between 
1986  and  1991,  60%  of  his  total 
profits  during  the  period,  which  aver- 
aged out  to  74%  a  year  before  taxes,  he 
calculates. 

Two  of  these  four  buys  were  hospi- 
tal management  companies:  Hospital 
Corp.  of  America,  which  he  brought 
public  earlier  this  year,  and  Columbia 
Hospital  Corp.,  which  Rainwater 
helped  found.  Hospitals,  he  says,  nat- 
urally meet  the  criteria  of  his  first 
group  because  "you  can't  just  build  a 
hospital  across  the  street."  The  third 
investment  was  in  Fort  Worth-based 
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Richard  Rainwater 
in  front  of  a 
marking  board 
annotated  by 
liis  employees 
At  the  bottom 
of  the  list, 
Rainwater's  top 
investment  recom- 
mendation: Buy 
Texas  real  estate. 


Premier  BioResources,  the  nation's 
primar)'  provider  of  blood  plasma;  the 
fourth  was  Staubach  Co.,  a  Dallas- 
based  commercial  real  estate  outfit. 

How  does  the  real  estate  firm  fit 
Rainwater's  bill.''  "You  have  to  know 
Roger  Staubach,"  he  says,  referring  to 
the  former  quarterback  of  the  Dallas 
Cowboys.  "He's  so  uniquely  success- 
fiil  at  finding  deals,  he  represents  a 
competitive  advantage." 

And  what  happened  when  Rainwa- 
ter stepped  outside  the  strategic  ad- 
vantage theme?  Disappointing  re- 
sults. There  was  his  11.5%  of  the 
Texas  Rangers  baseball  team,  for 
which  he  paid  $3  million  in  1989. 
Three  years  later  his  stake  is  worth  an 
estimated  $4.5  million — for  a  return 
of  only  14%  a  year,  although  he  says  he 
didn't  really  buy  it  for  an  investment. 
There's  Doskocil  Cos.,  the  largest 
provider  of  meat  topping  for  pizza 
stores,  which  he  bought  into  in  1990. 
"It  was  a  business  anyone  could  start 
tomorrow,"  he  admits.  His  invest- 
ment return:  under  20%  a  year. 

One  loser  was  Wolverine  Explora- 
tion, a  troubled  oil  and  gas  company 
he  bought  into  in  1987.  "Rank  spec- 
ulation," confesses  Rainwater.  Airlie 
Group  also  didn't  meet  long-term 
expectations.  He  had  put  $8.5  million 
into  the  leveraged  buyout  ftind  by 
1988,  joining  the  likes  of  Equitable 
Capital  and  his  old  bosses  the  Basses. 
He  sold  out  in  1989.  "Its  time  had 
come  and  gone,"  Rainwater  says.  And 
finally,  there's  Shoebox,  a  now  de- 
fianct  chain  of  shoe  stores  he  bought 
from  Phillips- Van  Heusen  in  1989. 
He  lost  $2.2  million  on  that  deal. 
"There  was  nothing  special  about 
these  stores,"  he  laments.  "No 
unique  competitive  advantage.  Why 
wasn't  I  smarter.'" 

Rainwater's  forays  into  the  stock 
market  have  taught  him  that  he  gets 
far  better  returns  when  he  invests 
passively.  He  invested  heavily  ($42 
million)  afi:er  the  October  1987 
crash.  Of  the  40  stocks  and  bonds  he 
bought,  32  were  of  companies  he 
didn't  have  to  get  involved  with — 
companies  like  Quick  &  Reilly,  T. 
Rowe  Price,  Wal-Mart,  Pillsbury, 
Gould,  Dayton  Hudson.  The  passive 
investments  returned  an  annual  aver- 
age 66%  during  the  time  he  held  them 
(all  have  since  been  sold).  That  return 
was  half  again  better  than  the  average 


return  on  the  8  portfolio  companies 
that  needed  fixing,  among  them 
American  Medical  International 
(which  needed  new  management), 
Control  Data  (divestitures)  and  Hon- 
eywell (a  recapitalization).  In  Hon- 
ewell's  case.  Rainwater  led  a  proxy 
fight  in  order  to  get  the  job  done. 
"Time  and  eflFort  went  into  these 
investments,"  he  says.  "I  didn't  really 
know  what  I  was  doing,  because  I 
wasn't  as  focused  as  I  am  today." 

What  does  Rainwater  think  of  the 
market  these  days.'  Stocks  are  a  bit 
dear,  he  says.  Moreover,  his  view  of 
the  U.S.  economy  is  decidedly 
gloomy.  "I'm  not  a  stock  market 
investor — it's  just  one  of  the  ways  I 
invest.  Something  I  learned  when  I 
was  with  the  Basses  is  there  are  some 
classes  of  assets  that  are  just  generical- 
ly  going  to  be  better  than  others." 

Now,  the  class  Rainwater  likes  best 
is  real  estate.  "Just  read  the  newspa- 
pers," he  says.  "Real  estate  is  on  the 
front  page  every  day.  It's  everybody's 
problem.  Today  I  am  almost  exclu- 
sively a  real  estate  investor.  I  don't 
think  you  can  show  me  a  stock  where  a 
person  can  put  up  one  dollar  and 
make  1 5  times  that  over  the  next  four 
to  five  years  without  being  a  genius." 

He  especially  likes  Texas  real  estate. 
Why,  besides  the  fact  it's  in  his  back- 
yard? "Texas  is  the  most  mature  part 
of  the  real  estate  debacle,"  he  says.  "It 
started  sooner,  and  went  down  faster. 
And  Texas  has  long-term  competitive 
advantages.  .  .  .  The  [federal]  gov- 
ernment came  in  to  fix  the  financial 
institutions,  taking  over  some  $200 
billion  in  assets.  Now  it  is  giving  back 
those  assets  extremely  cheap." 

Rainwater  says  properties  that  help 
attract  corporations — such  as  country 
clubs,  golf  courses,  apartment  build- 
ings and  parks — are  "new,  clean  and 
cheaper  than  in  any  other  part  of  the 
country.  In  addition,  Texas  has  a 
chance  of  growing  because  it  has  no 
corporate  income  tax,  great  airports 
and  no  personal  income  tax."  That's 
why  he  has  bought  three  properties  in 
the  Dallas/Fort  Worth  area,  paying 
some  $90  million  (virtually  all  in 
debt)  for  real  estate  that  originally 
cost  $250  million  to  build.  He  forgot 
to  list,  as  one  of  the  elements  of 
successful  investing,  buying  when 
most  people  want  to  sell,  but  it  seems 
to  apply  in  his  case.  WM 
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There  is  a  curious  shift  in  business  these  days, 
"back  to  the  basics."  And  it  seems  as  if  the  sophisticated 
fast-trackers  of  the  '80s  have  been  transformed  into  the 
business  fundamentalists  of  the  '90s. 

Nice  try,  guys.  The  simple  truth  is,  basics 
are  something  you  start  with  and  take  forward. 
Not  retreat  to. 

Over  the  past  10  years  we've  become  an 
insurance  company  with  $12  billion  in  assets  under  man- 
agement. We've  grown  by  embracing  the  ageless  basics 
of  common  sense  and  simplicity  and  bringing  them  into  a 
new  age  of  technology  and  management. 

This  has  allowed  us  to  centralize  and  streamline 
operations  in  ways  never  possible  before.  Allowed  us  to 
create  products  that  are  profitable  against  today's  ever- 
changing  financial  landscape.  Allowed  us  to  establish  the 
most  cost-effective  means  of  distribution.  And,  allowed  us 
to  be  more  active  managers  of  our  investment  portfolio. 

The  basics.  By  taking  them  forward,  they've 
taken  us  forward.  To  where  we  are  today,  to  where  we'll 
be  tomorrow. 
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Do  we  need  more  expensive  symbolism  in 
the  area  of  civil  rights  law? 

The  right 
tofiire 


By  David  Frum 

On  Sept.  25  California  became  the 
seventh  state  to  forbid  discrimination 
against  homosexuals  in  private -sector 
employment.  Homosexuals  and  mor- 
al traditionalists  will  disagree  over 
whether  the  new  law  moves  the  world 
a  step  closer  to  civic  equality  or  to 
moral  collapse.  But  nobody  can  dis- 
agree about  the  law's  main  real-life 
effect:  It's  going  to  make  it  a  lot 
harder  to  fire  people  in  California. 

Most  people  think  civil  rights  laws 
are  meant  to  stop  discrimination  in 


hiring.  But  that  isn't  their  practical 
effect.  The  vast  bulk  of  antidiscrimi- 
nation enforcement  actions  and  law- 
suits allege  discrimination  not  in  hir- 
ing but  in  firing.  "My  office  sees  ten 
discharge  suits  for  every  hiring  suit," 
says  Paul  Grossman  of  Los  Angeles' 
Paul,  Hastings,  Janofsky  &  Walker, 
coauthor  of  a  1976  treatise  on  em- 
ployment discrimination  law  and  a 
top  defense-side  specialist.  From  the 
other  side,  Paul  Tobias,  founder  of 
the  plaintiff-side  National  Employ- 


California  Governor 
Pete  Wilson 
He  signed  the 
law  that  makes  it 
even  tougher 
to  fire  people 
in  California. 


ment  Lawyers  Association,  agrees. 
"We  get  500  to  1,000  telephone  calls 
a  year,  and  of  those,  no  more  than  5% 
concern  hiring.  And  of  our  50  or  60 
cases  in  court  at  the  moment,  I  don't 
think  one  concerns  hiring." 

Since  1970  the  total  number  of 
federal  civil  rights  lawsuits  has 
zoomed — from  fewer  than  400  filings 
to  7,500  in  1989,  according  to  the 
National  Law  Journal.  Twenty  years 
ago  the  vast  preponderance  of  them 
were  hiring  cases,  often  huge  class 
action  suits  involving  thousands  of 
black  or  female  plaintiffs.  Since  then 
class  action  suits  have  "dwindled  to  a 
pittance,"  Tobias  says.  There  are  now 
only  about  50  of  them  a  year — al- 
though the  tempo  may  pick  up  thanks 
to  the  pro-plaintiff  bias  of  the  1991 
civil  rights  act  that  was  signed  by 
President  Bush. 

The  skeptically  minded  might  won- 
der: How  is  it  that  companies  that  are 
unbigoted  enough  to  hire  the  plain- 
tiffs in  these  wrongful  discharge  suits 
suddenly  become  seized  by  prejudice 
a  decade  or  so  later.''  "It's  very  hard  to 
find  good  workers,"  Grossman  notes. 
"So  it  doesn't  make  sense  to  fire  them 
when  you've  got  them."  Especially 
since  a  wrongful  dismissal  suit  costs  an 
average  (based  on  one  California  sam- 
ple) of  $80,000  to  defend. 

The  answer,  unsurprisingly,  is  that 
a  disgruntied  ex-employee  reaches  for 
any  weapon  that  comes  to  hand.  By 
adding  homosexual  employees  to  the 
list  of  those  whose  firing  will  trigger 
extraordinary  state  scrutiny,  Califor- 
nia— like  Connecticut,  Hawaii,  Mas- 
sachusetts, Wisconsin,  New  Jersey 
and  Vermont,  along  with  a  dozen 
major  cities  from  New  York  to  Los 
Angeles — has  just  added  a  new  bomb 
to  the  ex-employee's  arsenal. 

It  is  a  bomb  that  may  be  effective  on 
juries,  which  tend  to  be  made  up  of 
people  who  find  it  easier  to  imagine 
being  fired  than  being  sued. 

Under  the  circumstances,  the  safest 
thing  for  a  company  to  do  is  not  to 
fire.  In  a  study  released  earlier  this 
year,  the  Rand  Corp.  assessed  the 
costs  of  this  tendency  to  hang  on  to 
unproductive  workers.  "[Fjirms  can 
avoid  the  legal  threat  by  not  firing 
workers  even  when  justified  by  eco- 
nomic conditions  or  poor  job  perfor- 
mance. .  .  .  The  firm  might  adjust  the 
employee  mix,  trading  off  production 
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AIKT  800  Service  offers  so  many  protective  features  that  you'll 
never  have  to  worry  about  your  800  service  again. 


It's  the  most  reliable  800  service  out 
there.  No  matter  what  your  business'  size 
or  needs,  we  have  special  features  designed 
for  the  way  you  do  business;  features  that 
keep  your  customers'  calls  coming  in,  no 
matter  what. 

As  an  AT&T  800  Service  customer,  you 
automatically  get  two  remarkable^  features 
built  into  the  service.  With  our  new  FASTAR^" 
technology  in  the  event  of  a  network  cable 
cut,  we  can  get  your  calls  to  you  in  a  matter 
of  minutes,  instead  of  several  hours.  To  pro- 
tect you  against  any  other  disruptions 
(including  ones  caused  by  your  own  equip- 
ment), you  also  get  the  AT&T  800  Service 
Assurance  Policy. 

Because  every  business  has  different 
needs,  we  offer  a  whole  variety  of  optional 
features,  too.  That  way  we  can  custom- 
design  an  800  service  specifically  for  the  way 
you  do  business,  to  make  sure  your  800 
calls  get  through. 

For  example,  you  could  be  missing 


customer  calls  after  hours  or  during  your 
busiest  time  of  the  day  and  not  even  know 
it.  For  businesses  like  that,  we  have  features 
that  will  automatically  send  your  800  calls 
to  another  location  at  a  prearranged  day 
or  time  (e.g.,  your  office  closing  time).  And 
others  that  let  you  change  where  your  calls 
go  in  minutes. 

For  larger  businesses  that  need  all  the 
backup  they  can  get,  we  have  features  that 
can  actually  reroute  traffic  within  seconds  for 
the  ultimate  protection  against  congestion, 
busy  signals  or  equipment  problems. 

And,  of  course,  there  are  the  people 
behind  AT&T  800  Service.  As  the  inventors  of 
800  Service  twenty-five  years  ago  and  the 
designers  of  the  most  complex  800  applica- 
tions, we  have  the  expertise  to  create  solu- 
tions for  any  business'  needs.  Including  yours. 

To  find  out  how  we  can  help  you  take 
the  worry  out  of  being  in  touch  with  your 
customers,  call  your  AT&T  Account  Executive 
or  1800  247-1212,  Ext.  427. 
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Stocks 
or  Bonds? 


Choose  both,  with  Twentieth  Century's  Balanced  Investors. 

An  important  objective  for  any  investor's  portfolio  is  to  find 
the  right  balance  of  investments.  Balanced  Investors  is  designed 
to  help  you  achieve  a  balance  of  growth  and  income  in  a  single 
mutual  fund.  You'll  have  the  potential  for  the  kind  of  growth 
over  time  that  Twentieth  Century's  stock  funds  are  known  for. 
Plus,  you'll  enjoy  greater  price  stability  and  income  from  the 
fund's  investments  in  investment-grade  bonds.  For  more  com- 
plete information  about  Twentieth  Century,  including  charges 
and  expenses,  call  for  a  free  prospectus.  Please 
read  the  prospectus  carefully  before  investing. 

1-800-345-2021 

P.O.  Box  419200,  Kansas  City,  MO  64141-  6200       I  m  t  t  t  a  t  funds 


FBS 


No -Load  Family  of  Funds 


l'f*i^  I*t  nlK-lhCnilury  SrfvicM,  Inc. 


efficiency  for  diminished  exposure  to 
liability.  .  .  .  Firms  would  be  prone 
not  to  adopt  new  technologies  that 
displace  labor  in  favor  of  capital 
equipment." 

As  firing  becomes  more  and  more 
dangerous,  companies  will  bureau- 
cratize.  "[GJrounds  for  termination 
will  need  to  be  well-documented  and 
reviewed  by  senior  executives,  corpo- 
rate counsel,  and  human  resource 
specialists."  Over  the  long  term, 
"firms  will  have  incentives  to  reduce 
the  number  of  workers." 

In  a  book  released  earlier  this  year. 
Forbidden  Ground:  The  Case  Against 
Employment  Discrimination  Law, 
celebrated  legal  theorist  Richard  Ep- 

By  adding  homosexual 
employees  to  the  list  of 
those  whose  firing  will 
trigger  extraordinary 
state  scrutiny, 
California — like  several 
other  states  and  major 
cities — has  just  added 
a  new  bomb  to  the  ex- 
employee's  arsenal. 


stein  of  the  University  of  Chicago 
called  for  the  abolition  of  all  civil 
rights  laws  as  they  apply  to  the  private 
sector.  ( Professor  Epstein  thinks  they 
should  be  retained  in  the  public  sector 
for  many  reasons,  one  of  the  most 
noteworthy  being  that  the  federal  and  . 
state  governments  have  historically 
shown  themselves  to  be  much  more 
prone  to  bigotry  than  private  employ- 
ers.) Epstein  argues  that  the  pressures 
of  competition  and  the  pressing  need 
for  talented  people  will  take  care  of 
bigotry  in  the  private  sector.  The  need 
for  efficiency  will  make  all  forms  of 
discrimination  that  are  truly  invidious 
disappear. 

Defenders  of  the  existing  civil 
rights  laws  make  the  powerful  argu- 
ment that  abolitionists  such  as  Ep- 
stein overlook  these  laws'  value  as 
symbols  of  America's  traditional  com 
mitmcnt  to  fairness.  But  given  the 
evidence  that  civil  rights  laws  arc 
evolving  into  something  vcr}'  much 
like  a  right  of  job  tenure,  there's  an 
equally  powerful  argument  for  refijs- 
ing  to  extend  this  expensive  symbol 
ism  any  fijrther.  Hi 
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Jwo  reasons  to  choose  the  Quiet  Con^any. 


7.  Keeping  your  business  in  the  family. 
2.  The  superior  financial  strength  of 
Northwestern  Mutual  Life. 

TV^rthwestem  Mutual  Life  insurance  has  al^vays  re- 
ceived the  highest  possible  ratings  for  financial  strength  by 
Moody's,  Standard  &  Poor's,  A.M.  Best  and  Duff  &  Phelps. 
It  has  also  been  consistently  ranked  "the  most  financially 
sound  life  insurance  company"  in  an  annual  Fartim/ study. 

Perhaps  that's  why  business  owners  feel  secure  vv^hen 
they  rely  on  NorthAvestem  Mutual  Life  for  their  estate 
and  business  planning  needs. 

The  more  reasons  you  have  for  ^vanting  the  most  se- 
cure life  insurance,  the  better  the  Quiet  Company  sounds. 

Nprthvyestern 

The  Quiet  Company® 


*  1992  The  Northwestern  Mutual  Life  Insurance  Company,  Milwaukee,  Wisconsin.  Reprinted  by  permission  of  Moody's.  Standard  &  Poor's,  A.M.  Best,  DufT&  Phelps  and  Forlmu: 


"Dealing  with  Akzo  means  dealing  with  business 
units  who  are  right  in  the  forefront  of  their  chosen 
field.  So  it  may  surprise  you  that  we  haven't  the 
slightest  inclination  to  become  one  of  the  world's 


largest  chemical  companies.  We  much  preferpfirk 
big  in  the  areas  we  choose.  Yes,  we  make  acqi 
tions.  But  never  just  to  grow  bigger.  Only  if  i1 
value  to  our  existing  operations.  Yes,  we  pern 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  products.  Some  i\ 
people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  or  call:  Akzo  Amerlj 
Corp.  Comm.  Dept./S2,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (312)  906-7500. 


Hans  van  Oosterom,  Executive  Vice  President  Strategic  Planning  Akzo: 


markets.  But  only  if  we're  pretty  sure  we  can  do 
tter  job  than  the  competition.  We  don't  want 
I  the  biggest.  We  do  want  to  be  the  best.  And  for 
,  you  have  to  create  the  right  chemistry." 


CREATING  THE  RIGHT  CHEMISTRY 
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MONEY  &  INVESTMENTS 


Now  that  the  collapse  of  the  ERM  has  proven  central  banks  powerless, 
will  the  U.S.  dollar  be  the  speculators'  next  target? 


No  place 
to  hide 


BYJOHNRUTLEDGE 


John  Rutledge  is  an  economist 

and  chairman  of  Rutledge  &  Co.,  a  merchant 

bank  in  Claremont,  Calif. 


I  LOVE  Motown  music.  That's  why 
last  week,  while  flying  home  from  the 
U.K.,  my  earphones  were  plugged 
into  the  armrest  when  Martha  and  the 
Vandellas  launched  into  the  lyrics, 
"Nowhere  to  run  now,  baby.  No- 
where to  hide." 

That  song  was  the  best  description 
I  have  heard  to  date  of  how  it  must 
feel  to  be  a  central  banker,  or  indeed 
an  economic  policymaker  of  any  kind, 
in  the  1990s. 

The  days  of  the  omnipotent  central 
banker  may  be  behind  us.  In  the  past 
few  weeks  private  investors  have 
shown  that  they  will  no  longer  suffer 
the  attempts  of  central  bankers  and 
politicians  to  peg  currencies  at  levels 
that  patently  do  not  reflect  underly- 
ing economic  conditions.  Private  in- 
vestors today  are  much  quicker  and 
can  bring  significantly  more  financial 
resources  to  bear  on  a  given  market 
opportunit}'  than  governments  can 
deal  with.  The  roles  of  private  inves- 
tors and  governments  as  David  and 
Goliath  in  the  world  financial  markets 
have  been  reversed  by  radical  im- 
provements in  communications  tech- 
nology and  by  the  liquidity  of  around- 
the-clock  world  financial  markets. 

Instead  of  having  a  monopolist's 


power  to  dictate  terms  to  internation- 
al investors,  as  they  once  did,  national 
governments  must  now  compete  for 
scarce  international  ftinds  like  every- 
one else.  Last  week  showed  central 
bankers  what  this  principle  looks  like 
in  practice. 

Governments,  of  course,  are  not 
known  for  being  quick  learners,  or  for 
being  especially  light  on  their  feet.  It 
looks  as  if  they  are  going  to  have  to 
learn  this  lesson  the  hard  way,  too. 
The  Italian  government  ran  through 
$360.5  million  in  foreign  exchange 
reser\'es  in  two  weeks,  and  the 
Bundesbank  spent  another  $16.2  bil- 
lion buying  the  lira — which  has 
caused  the  German  money  supply  to 
bulge  beyond  the  Bundesbank's  tar- 
get. Finally,  on  Sept.  13  the  central 
bankers  threw  in  the  towel,  engineer- 
ing the  first  major  realignment  of 
the  ERM  (European  Exchange  Rate 
Mechanism)  in  five  years. 

On  Sept.  17  the  lira  was  forced  to 
drop  out  of  the  erm  altogether.  Next 
in  line  was  the  pound.  With  the  pound 
and  lira  floating,  speculators  were  de- 
prived of  a  big,  slow-moving  central 
bank  to  bet  against,  so  they  turned 
their  attention  to  selling  the  French 
franc.  This  is  especially  interesting 
because  the  French  economy  is  grow- 
ing faster  (2%  in  the  past  year)  than 
Germany's  (1.5%),  with  inflation 
(2.7%)  almost  a  fiill  percentage  point 
below  the  German  rate.  Still,  it  took 
massive  intervention  by  both  the 
French  and  German  central  banks, 
and  a  bump  in  French  interest  rates  to 
13%  to  support  the  franc.  The  govern- 
ment of  Spain,  taking  a  different  tack, 
has  reintroduced  capital  controls  in  an 
attempt  to  take  pressure  off  the  pese- 
ta. Other  countries  are  considering 
similar  measures.  They  might  as  well 
try  and  stop  the  rain  from  falling  by 


catching  it  in  their  hands. 

It  is  an  irony  that  1992,  the  year 
when  Britons,  Germans,  Frenchmen 
and  others  were  to  have  gone 
through  a  giant  Euro- food  processor 
to  produce  the  perfect  European, 
actually  marks  the  end  of  that  fantasy. 
Complete  economic  and  monetary 
union,  with  one  currency  and  one 
central  bank,  are  fantasies  invented 
by  bureaucrats  in  Brussels.  Both  are 
based  on  the  dubious  desire  of  the 
British  and  other  governments  to 
mooch  off  the  inflation  discipline  of 
the  Bundesbank. 

This  is  a  misguided  effort,  because 
inflation  discipline  is  not  a  character- 
istic of  the  Bundesbank  as  an  institu- 
tion but  of  the  particular  experiences 
of  the  men  who  set  Bundesbank  poli- 
cy in  the  postwar  period.  When  those 
men  are  gone,  we  have  no  idea  what 
German  policy  will  be.  Anyhow,  an 
all -European  central  bank  would  be 
a  product  of  an  intermarriage  among 
the  existing  central  banks.  Any  re- 
semblance to  the  Bundesbank  would 
be  accidental. 

Once  the  speculators  have  finished 
with  the  French  franc,  they  will  be 
looking  for  their  next  victim.  The 
falling  dollar,  rising  gold  prices  and 
increasing  long  bond  yields  in  the 
U.S.  markets  over  the  past  month 
suggest  that  investors  are  already  con- 
cerned about  reflation  in  the  U.S. 
The  concern  can  only  mount  as  the 
probabilit)'  of  a  Clinton  victory  sinks 
in  abroad.  Governor  Clinton's  pro- 
gram of  higher  tax  rates  on  capital,  his 
$300  billion  in  new  spending  pro- 
grams and  his  industrial  policy  agen- 
da still  have  not  yet  been  discounted 
into  bond  yields  or  the  dollar.  If 
Clinton  does  win,  and  speculators 
attack  the  dollar,  the  Federal  Rescr\'e 
will  have  no  place  to  hide.  ^M 
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They're  frequent  visitors  to  Japan,  where  he's  ridden 
mountain  bikes  of  his  own  design  on  Mount  Fuji.  They've 
wined  and  dined  their  way  through  Italy  and  enjoyed  evenings 
at  the  theatre  in  London,  during  business  trips  to  Europe. 
Back  home,  they  get  a  workout  just  keeping  up  with  his  two 
young  children.  But  most  important,  they've  led  millions  of 
people  all  over  the  world  to  happier,  healthier  lives  through 
his  development  of  the  sport  of  mountain  biking. 

The  Pesaro  from  Bostonian.  As  worn  by  Gary  Fisher, 
innovative  bicycle  designer,  traveler,  theatre  lover,  husband, 
father,  and  founder  of  Gary  Fisher  Bicycle  Company,  San 
Rafael,  California. 


BOSTONIAN 

They'll  take  you  as  far  as  you  want  to  go. 


For  the  retailer  nearest  you  and  a  free 
color  brochure,  call  1-800-999-6780. 
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The  Subaru  SVX 


A  sports  car 

ror  Dotn  sides  or 

your  Drain. 

T ne  nalr  tnat  s 
seventeen, 

and  tne  nalr 

tnat  s  retired  and 

living  in  Mi 


lami. 


It 


HERE  YOU  ARE,  And  right  tnen  and  there  the  conservative  you, 

hoth  or  you,  con-  the  joyless  voice  or  reason,  gets  ready  to  repri- 

sidering  a  Suharu  SVX.  mand  such  reckless  thoughts,  hut  then  you 

The  younger,  more  adven-  pause  and  think— Hey,  this  is  a  practical  car. 

turous  you  is  taken  ahack  hy  the  Italian  styling.  It's  a  Suharu^  and  that  means  reliable,  depend- 

And  the  SVX  engine!  A  6-cylinder,  230-  ahle  transportation.  Furthermore,  the  SVX  has 

horsepower  monster  capahle  or  hlasting  rrom  room  ror  rour  heery  adults,  and  it  comes  with 

0  to  60  in  just  over  7  seconds.  The  wilder  you  sensible  All-Wheel  Drive  traction,  4-channel 

also  goes  on  ahout  the  ahsurd  top  speed  or  140  anti-lock  hrakes,  a  drivers -side  air  hag  and  a 

miles  an  hour  and  the  ract  the  special  window  rully-independent  suspension.  Now  hoth  or 

design  allows  you  to  drive  in  a  rainstorm  with  you  are  smiling.  Everything  is  heautirul.  Until 

the  windows  down  without  getting  drenched.  you're  driving  home.  What  to  listen  to  on  the 

The  windows  down  in  a  rainstorm  without  get-  optional  6-speaker  CD  player?  Big  hand  or 


ting  drenched,  the  crazy  you  shouts  again 


heavy  metal? 


Subaru  SVX 


Subaru.  W^hat  to  drive. 


©1992,  Sutaru  of  America,  Inc. 


Donald  Rumsfeld  spent  the  first  half  of  his  career  in 
Washington,  then  engineered  a  successful  corporate 
turnaround.  Now  he's  trying  to  put  General  Instrument 
Corp.  back  in  the  black. 


Act  Three 


By  Christopher  Palmeri 

Donald  Rumsfeld  has  quite  a  re- 
sume: veteran  U.S.  Navy  aviator  and 
flight  instructor  by  age  27;  U.S.  con- 
gressman from  suburban  Chicago  at 
29;  President  Gerald  Ford's  chief  of 
staff';  at  43,  the  nation's  youngest 
Secretary  of  Defense. 

Act  Two  for  Rumsfeld  started  when 
he  left  Washington  in  1977  and  took 
the  top  job  at  CD.  Searle,  the  Skokie, 
111. -based  pharmaceutical  company 
that  reported  a  loss  that  year.  At  Searle 
he  cut  overhead,  streamlined  opera- 
tions and  increased  research  and  de- 
velopment; in  1985  Searle  was 
bought  by  Monsanto  Co. 

The  next  five  years  were  a  kind  of 
intermission  as  Rumsfeld  served  as 
adviser  to  William  Blair,  the  Chicago 
investment  banker;  director  of  Sears 
and  Kellogg  Co.;  and  chairman  of 
Rand  Corp. 


In  1990  the  curtain  went  up  on  Act 
Three.  Wall  Street's  Forstmann  Litde 
&  Co.,  the  leveraged  buyout  firm, 
paid  $1.6  billion  for  Chicago-based 
General  Instrument  Corp.,  the  $1 
billion  (1991  revenues)  manufacturer 
of  coaxial  and  fiber-optic  cable,  en- 
cryption boxes  and  other  equipment 
for  the  cable  and  satellite  TV  industry. 
With  the  fiiture  of  cable  in  the  hands 
not  only  of  the  telecommunications 
scientists  but  also  of  Congress,  the 
courts  and,  now,  under  reregulation, 
the  Federal  Communications  Com- 
mission, Forstmann  Litde  needed  an 
executive  who  had  both  political  and 
managerial  savvy,  and  Rumsfeld  fit 
both  bills. 

General  Instrument  was  losing 
money,  thanks  to  its  heavy  debt  bur- 
den, when  Rumsfeld  signed  on  in 
October  1990.  As  he  had  at  G.D. 


f   Donald  Rumsfeld 
-  of  General  Instrument 
i    "We're  talking 
"   to  a  lot  of  people, 

including 

computer 

companies  and 

telephone 

companies." 


Searle,  Rumsfeld  quickly  pruned  Gi's 
overhead  (he  cut  headquarters  staff"by 
two-thirds)  and  streamlined  the  com- 
pany by  selling  non-core  businesses; 
this  cut  $60  million  a  year  in  costs  out 
of  the  business. 

Meanwhile,  as  the  cable  TV  compa- 
nies stepped  up  their  challenge  to  the 
telephone  companies  (Forbes,  Apr. 
13),  their  capital  spending  jumped; 
Gi's  cash  flow  fi-om  continuing  opera- 
tions has  climbed  to  $160  million  for 
calendar  1991.  This  has  enabled 
Rumsfeld  to  plow  $60  million  a  year 
into  research  and  development — cru- 
cial in  an  industry  in  which  the  tech- 
nology is  changing  almost  overnight. 

General  Instrument  does  have  a  big 
disadvantage:  the  $1  billion  in  new 
debt  it  took  on  as  part  of  the  leveraged 
buyout.  So  in  June  Rumsfeld  took 
General  Instrument  public  again,  sell- 
ing just  over  one-third  of  the  compa- 
ny's 60  million  newly  authorized 
common  shares  to  the  public.  This 
raised  $307  million  (after  expenses), 
which  Rumsfeld  used  to  deleverage 
the  company's  balance  sheet.  Al- 
though debt  still  stands  at  a  heavy 
$971  million — 3.1  times  equity,  or 
76%  of  capital— $600  million  of  it  is 
held  in  Forstmann's  friendly  hands. 
General  Instrument's  common  stock 
traded  recentiy  at  17y8  a  share,  up 
from  15  a  share  when  it  was  issued. 

When  General  Instrument  starts 
making  money  again  (it  lost  $38  mil- 
lion in  the  six  months  to  June),  Rums- 
feld will  have  over  $200  million  in  tax- 
loss  carryforwards  with  which  to  shel- 
ter the  earnings. 

General  Instrument  is  still  highly 
leveraged.  But  Rumsfeld  makes  a 
good  case  that  General  Instrument  is 
now  ready  to  take  advantage  of  the 
technological  advances  that  are  shak- 
ing up  the  telephone  and  cable  televi- 
sion industries. 

"When  I  came  aboard  two  years 
ago,  the  thinking  was  that  cable  was 
going  to  be  swamped  by  the  tele- 
phone companies,"  Rumsfeld  says. 
"Now  it  seems  like  a  great  time  to  be 
involved  with  cable." 

The  largest  market  right  now  is  for 
so-called  addressable  subscriber  sys- 
tems, which  allow  cable  operators  to 
control  the  delivery  of  pay-per-view 
events  and  premium  channels  like 
HBO  from  a  central  location  to  indi 
vidual  households. 
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THIS     IS     THE    PRINTER 


■ 


HAT  SURVIVED  THE  TORTURE  TEST 


THAT  CONVINCED  FEDERAL  EXPRESS 


THAT  A  PRINTER  COULD  BE 


AS  FAST  AND  RELIABLE 


AS  THEY  ARE 


Speed  and  reliability.  That's  how  Federal  Express 
made  its  mark.  And  how  Lexmark  helps  you  make  yours. 

To  learn  more  about  Lexmark,  call  usatl  800  358-5835, 
ext.222. 


When  Federal  Express  went  shopping  for  a  new  dot 
matrix  printer  for  its  customer  automation  program,  it 
wanted  one  as  fast  and  reliable  as  Federal  Express  ser- 
vice itself.  So  FedEx  devised  a  series  of  tests  that  pushed 
printers  to  their  limits,  and  beyond.  When  the  dust 
cleared,  one  machine  stood  out:  the  IBM®  2380 
Personal  Printer  by  Lexmark. 

Lexmark  International  is  an  independent,  worldwide 
company,  formed  from  a  division  of  IBM.  We  make  IBM 
personal  printers,  IBM  typewriters,  related  office-equip- 
ment supplies,  and  keyboards.  All  with  the  same  quality 
that  convinced  Federal  Express  to  fly  with  us. 

IBM  IS  a  registered  trademark  of  International  Business  Machines  Corporation  in  the  U.S.  and/or  other  countries,  and  is  used  under  license.  Lexmark  is  a  trademark  of  Lexmark  International,  Inc.  ©1992  Lexmark  International,  Inc. 
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and  Conrail 


He  Data,  Conrail 

of  broccoli, 
bulbs. 


Using  pen-based  computers  and  RAM 
Mobile  Data's  wireless  networks,  Conrail' s  yard 
locomotives  will  be  able  to  send  and  receive  pick- 
up and  delivery  information,  as  well  as  other 
messages,  'from  its  national  customer  service 
center.  What  used  to  take  hours  to  communicate 
will  now  take  a  matter  of  seconds. 

Conrail  isn't  alone.  Countiess  other 
companies  are  now  using  RAM's  wireless 
data  networks  to  improve  communications 
with  field  and  mobile  employees  in  order  to 
gain  a  competitive  edge.  Field  sales  and 
service  personnel  and  mobile  professionals 
alike  can  access  customer  records,  check 
pricing,  place  orders,  initiate  billing,  send 
and  receive  e-mail  messages  and  reports, 
all  while  on  the  go,  in  a  matter  of  seconds. 

Today  RAM  is  building  and  operating  a 
series  of  wireless  data  networks  to  cover 
the  top  100  metropoUtan  areas  of  the 
United  States  and  the  major  connecting 
corridors  —  providing  coverage  to  more 
than  90  percent  of  the  US  urban  business 
population.  To  take  advantage  of  RAM's 
service  and  to  gain  a  competitive  edge  for 
your  company,  call  1-800-736-9666. 
RAM  Mobile  Data,  One  Rockefeller  Plaza, 
Suite  1600,  New  York,  NY  10020. 

A  business  venture  between  RAM 
Broadcasting  and  BeiiSoutli. 


mi  RAM 


MOBILE 
DATA 


Our  world, 
your  pace. 

for  those  who  could  go  anywhere,  so 
many  learn  there  is  simply  more  to  life 
at  the  5 -Star  Cloister  and  Sea  Island. 

Fifty-four  holes  of  golf  once  the 
domain  of  Retreat  Plantation.  An 
instruction  staff  led  by  Golf  Digest 
pros  and  Hall-of-Famer  Louise  Suggs. 
Award-winning  tennis.  Championship 
skeet.  Fabulous  spa  and  beach  club. 
As  much  as  anything,  a  gracious  staff 
to  help  you  relax  and  enjoy  each  day 
to  the  utmost. 

Sumptuous,  full-course  dining, 
too,  dressy  or  casual.  Evenings 


of  dancing.  A  world  of  activity  and 
elegance  to  explore  as  you  like. 

And  like  no  other.  Call  SOaSEA- 
ISLAnd.  The  Cloister,  Sea  Island,  GA 
31561. 

THE  CLOISTER' 


Five  Star,  Gold  Key,  Pinnacle 


/" 


FIDELITY  NO-LOAD  OPPORTUNITY 


The  *1  Small 
Company  Growth  Fund 


Fidelity  Low-Priced  Stock  Fund  aggressively 
pursues  long-term  capital  growth  by  investing  pri- 
marily in  stocks  that  are  low  priced-under  $25. 
And,  it's  the  top-performing  small  company  growth 
fund  for  the  year  ending  6/30/92  V 

Investors  should  keep  in  mind  that  while  stock 
funds  can  offer  the  kind  of  greater  long-term  rewards 
that  will  help  meet  long-term  goals,  they  can  be  vola- 
tile from  year  to  year  and  their  share  price  and  return 
will  vary 

Call  1-800-544-8888  24hou,^ 


Average  Annual 
Total  Returns  as 
ofjune30, 1992^ 


FMelUy 


Inuesimenis' 


It 

'According  to  Lipper  Analytical  Services,  the  Fund  ranked  #  1  out  of  102  funds  for  the  l-year  ending  6/30/92. 
■^Returns  are  historical  and  include  change  in  share  price  and  reinvestment  of  dividends  and  capital  gains.  You  may 
have  a  gain  or  loss  when  you  sell  your  shares.  Pa.st  performance  is  no  guarantee  of  future  results.  ^Fund  commenced 
operations  on  12/27/89.  For  more  complete  information  including  charges  and  expenses,  call  for  a  free  prospectus. 
Read  it  carefulU  before  vou  invest  or  send  monev.  Fidelitv  Distributors  Corporation.  The  Fund's  .3%  sales  charge  is 
waived  through' 12/.31/92.  CODE:  FORB/LPS/102692 


General  Instrument 

Since    1988  Gl   has  increased  its! 
share    of    this    $400-million-a-year| 
market  segment  by  ten  percentage! 
points,  to  56%,  according  to  cable] 
industry  watchers  Paul  Kagan  &  As- 
sociates. General  Instrument's  gainj 
has  come  mainly  at  the  expense  of 
smaller  competitors  like  Zenith  Elec- 
tronics, Pioneer  and  Oak  Communi- 
cations;   archrival    Scientific-AdantaJ 
has  held  its  share  steady  at  about  22%. 
Sales  of  addressable   terminals  will! 
probably  accelerate  in  two  years  or  so,| 
when  digital  compression  technology! 
enters  the  home. 

This  technology  is  expected  to  al- 
low cable  operators  to  make  available  | 
as  many  as  500  different  channels. 
One  danger  here:  AT&T  might  soon 
enter  the  market  for  addressable  ter- 


"Two  years  ago  .  .  . 
cable  was  going  to  be 
swamped  by  the  phone 
companies.  Now  it 
seems  like  a  great  time  to 
be  involved  with  cable." 


minals  in  partnership  with  equipment  I 
distributor  Anixter  Bros.,  a  division  of| 
Chicago-based  Itel  Corp. 

On  a  related  front,  the  fiber-optic  I 
market  is  now  worth  maybe  $100 
million  a  year,  for  the  glass  cable  and 
the  laser  transmitters  and  receivers 
necessary  to  send  the  signal.   It  is  I 
projected  to  quintuple  over  the  nextj 
five  years.  Today  Gl  shares  the  busi-j 
ness  roughly  equally  with  Scientific- 
Adanta  and  AT&T. 

Another   promising    business:    In| 
early  October  cable/cellular  opera- 
tor Comcast  Corp.  used  a  combina- 1 
tion  of  coaxial  cables,  cellular  fre- 
quencies and  satellite  links  to  make 
the  first  telephone  call  that  totally 
bypassed  the  networks  of  local  tele- 
phone operating  companies.  General 
Instrument  and  Motorola  provided] 
the  necessary  switching  and  trans- 
mission equipment. 

"It's  not  clear  how  all  this  will  sort] 
out,"  says  Rumsfeld,  referring  to  thej 
changes  sweeping  the  telecommuni- 
cations field.  "But  I  can  tell  you  that! 
we  arc  talking  with  a  lot  of  people,! 
including  computer  companies  andj 
telephone  companies."  Act  Four| 
should  be  interesting. 
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500 


Wisconsin  Power  &  Light  Coi 
protects  its  pension  fund. 

As  one  of  the  country's  leading  utilities,  reduced  its  trading  cost  and  improved  Its  o^ 

Wisconsin  Power  &.  Ligtit  Company  has  become       returns  with  the  use  of  S&P  500  fiitui  es.  And^ 
^very  adept  at  planning  for  its  future.  that's  helping  ensure  a  brighter  future  for 

Being  forward  looking,  they  were  quick  to  thousands  of  future  retirees, 

"see  the  advantages  of  using  S&P  500  futures  to  So  if  you're  interested  in  helping  insulate  | 

help  their  pension  fund  react  to  market  changes       your  company's  pension  fund  from  sudden 
faster  and  more  efficiently.  That  helps  reduce  shocks,  and  generating  better  returns,  plug  into^ 

:  volatility  and  smooth  out  returns.  ^^^^        S&P  500  futures  and  options  at  the 

In  fact,  for  the  past  three  years,  Wisconsin    ^g»      Chicago  Mercantile  Exchange.  We  help 
Power  <Sl  Light  Company's  pension  fund  has     ^8^      smart  businesses  manage  risk. 

CHICAGO  MERCANTILE  EXCHANGE® 

The  Exchange  of  Ideas® 

1-800-331-3332  (US  toll-free),  1-312-930-2316  (Chicago),  071-920-0722  (London),  03-3595-2251  (Tokyo) 

"Standard  &  Poor's!'  "Standard  &.  Poor's  500!'  "S&.R"  and  "500"  are  service  marks  of  the  Standard  &  Poor's  Corporation 
and  have  been  licensed  for  use  by  the  Chicago  Mercantile  Exchange. 
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inrougn  commiTmeni, 

Innovation  and  technological 

leadership,  Samsung 

has  become  one  of  the  world's 

fastest-growing  resources. 

Not  only  are  we  at  the  forefront 

of  electronics,  but  we've 

received  worldwide  recognition 

for  our  advances  In 

chemicals  and  engineering  as 

well.  Below  are  Just 

a  few  examples  of  how  we're 

making  technology  work 

for  everyone.  For  more,  write  P.O. 

Box  260,  RIdgefleld  Park, 

NJ  07660.  Fax  201-229-6058. 

SAMSUNG 

Technology  that  works  for  life. 
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ELECTRONICS 

64  M  DRAM  semiconductors 

RISC  workstation 

100,000  circuit  phone  switching 

Laser  disc  player 

279-gram  cellular  phone 

Handwriting  recognition  PC 

ENGINEERING 
Double-hull  oil  tanker 
Liquified  natural  gas  tanker 
Panamax  container  ship 
Post-Panamax  container  crane 
MX  series  excavators 

CHEMICALS 
Alpha  interferon 
IPP  superfine  wool 
Petrochemicals 

©  1992  The  Samsung  Group 
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China  is  flexing  its  muscles  in  the  South  China  Sea  for  two 
sound  reasons:  (a)  It  wants  to  capitalize  on  the  U.S.  withdrawal 
from  the  Philippines,  and  (b)  it  is  running  short  of  oil. 


Asia's  next 
flash  points 


By  Andrew  Tanzer 

Geopolitical  attention  is  begin- 
ning to  focus  on  a  string  of  obscure 
but  strategically  situated  coral  reefs 
and  islets  in  the  South  China  Sea 
called  the  Sprady  Islands  (see  map). 
Six  countries — China,  Vietnam,  Tai- 
wan, the  Philippines,  Malaysia  and 
Brunei — have  long  claimed  all  or 
some  of  the  Spradys;  all  but  Brunei 
maintain  military  garrisons  on  the 
specks  of  land. 

Recently,  China  has  aggressively 
stepped  up  its  claim  to  sovereignty 
over  the  Spradys,  which  lie  over  600 
miles  south  of  China's  Hainan  Island. 
China  dubiously  insists  the  atolls  have 
been  used  by  Chinese  fishermen  and 
have  been  part  of  the  Middle  King- 
dom since  ancient  times. 

China's  first  move  was  a  doozy:  In 
February  Beijing  passed  a  law  claim- 
ing sovereignty  over  nearly  the  entire 
South  China  Sea,  including  the  Sprat- 
lys.  Then,  in  May,  China  signed  an  oil 
exploration  contract  with  Colorado- 
based  Crestone  Energy  Corp.  to 
search  for  oil  in  a  maritime  area  west 
of  the  Spradys  claimed  by  Vietnam. 
That  was  followed  in  June  by  the 
ominous  military  grab  by  China  of 
some  Spratly  islands  claimed  by  Viet- 
nam. Ignoring  all  protests,  in  Septem- 
ber China  began  drilling  for  oil  in  the 
Gulf  of  Tonkin,  just  80  miles  off  the 
coast  of  northern  Vietnam. 

What  is  going  on  here.''  Two  things, 
both  potentially  dangerous. 

First,  a  political  power  vacuum  is 
developing  in  the  South  China  Sea. 
The  U.S.  military  presence  in  the 
area  has  been  diminished  by  the  clos- 
ing of  U.S.  bases  in  the  Philippines. 
The  Russians  have  sharply  reduced 


China 


J  .--''"'     Taiwan 
Hong  Kong 


the  military  presence  of  the  former 
Soviet  empire  in  Vietnam's  Cam 
Ranh  Bay  base.  And  the  Vietnamese, 
still  strong  militarily,  have  their 
hands  full  trying  to  rebuild  their 
bankrupt  economy. 

China  aspires  to  be  the  great  naval 
power  in  the  Western  Pacific.  Beijing 
is  now  attempting  to  buy  an  aircraft 
carrier  from  Ukraine;  it  recently  un- 
veiled a  new  generation  of  warships. 
To  extend  the  reach  of  its 
air  force,  China  recently  purchased 
advanced  fighter  aircraft  from  Russia, 
acquired  aerial  rcfiicling  technology, 
and  built  an  airstrip  in  the  Paraccl 


LEFT: 
^      Territorial  dis- 
/     putes  brew  in  the 
South  China  Sea. 
Six  countries 
malte  overlapping 
claims  to  the 
Spratlys; 
China  and 
Vietnam  dispute 
the  Paracels. 


Islands  (see  map).,  another  island 
group  it  disputes  with  Vietnam. 

The  second  element  that  has  China 
flexing  its  muscles  is  a  threatened 
shortage  of  oil  in  China.  Rapid  eco- 
nomic growth,  especially  in  the 
southern  and  coastal  provinces,  and 
urbanization  across  the  country  have 
caused  China's  oil  demand  to  shoot 
up  by  8.5%  in  1991  and  9%  this  year. 
The  rates  arc  unlikely  to  decrease 
much  in  the  years  ahead. 

State  control  has  left  the  Chinese 
oil  industry  in  a  terrible  mess.  Oil 
production,  at  2.8  million  barrels  a 
day,  has  been  stagnant  since  1989. 
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Oil  drilling  in 
western  China's 
remote  Tarim 
Basin 
The  most 
promising 
prospect  for 
iioosting  oil 
output  in  the 
long  term. 


The  state-run,  heavily  subsidized  Chi- 
na National  Petroleum  Corp.  has 
been  losing  about  $1  billion  a  year 
since  1989,  according  to  David  Frid- 
ley,  a  China  oil  expert  in  the  energy 
program  of  Honolulu's  East-West 
Center. 

Beijing's  attempt  to  restrict  domes- 
tic oil  consumption  through  quotas 
and  rationing  is  collapsing.  China's 
net  exports  this  year  will  be  around 
200,000  barrels  a  day,  down  from  a 
peak  of  over  700,000  barrels  a  day  in 
1985.  On  present  trends,  the  country 
will  likely  become  a  net  importer  by 
the  mid-19Sl0s.  Imports  of  crude  oil 
and  products  into  the  coastal  prov- 
inces were  300,000  barrels  a  day  in 
the  first  half  of  the  year,  up  50%  since 
the  same  period  last  year.  Petroleum 
products  are  now  being  smuggled 
into  coastal  China  from  Hong  Kong. 

The  Chinese  government  grossly 
underprices  crude  oil  to  subsidize  re- 
finers and  inefficient,  mainly  state- 
run,  heavy  industrial  users.  About 
70%  of  China's  crude  oil  production  is 
sold  at  the  official  price,  currently  $4 
to  $5  a  barrel,  well  below  the  extrac- 


tion cost.  The  other  30%  is  exported 
or  sold  in  China  near  the  $20-a-barrel 
world  market  price. 

As  a  result,  the  upstream  sector  has 
been  starved  of  capital  for  explora- 
tion, development,  production  and 
maintenance.  Because  of  underin- 
vestment and  a  history  of  mismanage- 
ment, production  has  peaked  or  is 
declining  at  three  giant  old  oilfields  in 
the  northeast  that  account  for  75%  of 
the  nation's  entire  production. 

China  once  had  high  hopes  for 
offshore  exploration  in  its  coastal  wa- 
ters. A  program  begun  in  the  early 
1980s  attracted  over  $3  billion  in 
investment  by  foreign  oil  companies. 
But  the  program  was  largely  a  bust. 
Most  of  the  oilfields  discovered  were 
too  small  to  justify  production;  total 
offshore  output  is  currendy  only 
60,000  barrels  a  day. 

Foreign  analysts  believe  China  will 
be  fortunate  to  reach  a  total  output  of 
3.2  million  to  3.3  million  barrels  a  day 
by  2000.  That's  at  least  20%  short  of 
demand  forecast  for  that  time. 

Will  muscle  flexing  in  the  South 
China    Sea    help    matters?    Beijing 


claims  that  there  are  tens  of  billions  of 
barrels  of  oil  deposits  beneath  the 
disputed  waters  around  the  Spradys. 
But  U.S.  geologist  Charles  Johnson 
of  the  East-West  Center  reckons  the 
commercial  potential  is  modest  at 
best  because  of  the  geology  and  deep- 
water  conditions.  So  far  virtually  no 
exploration  has  taken  place. 

To  help  fill  its  domestic  gap  in  the 
supply  and  demand  for  oil,  Beijing  has 
already  indicated  it  will  decontrol 
crude  oil  prices  in  phases  starting  this 
year  and  ending  in  1995 .  Such  a  move 
would,  of  course,  stimulate  upstream 
investment  in  Chinese  fields. 

In  September,  in  a  stunning  about- 
face.  Premier  Li  Peng  stated  that  Chi- 
na would  open  up  the  France-size 
Tarim  Basin  in  western  Xinjiang  Prov- 
ince to  foreign  investment.  Western 
geologists  believe  the  region,  the 
world's  second-largest  sedimentary 
basin,  may  be  the  most  promising 
untapped  area  of  Asia.  Situated  in 
remote,  inhospitable  desert  along  the 
ancient  Silk  Road,  the  Tarim  Basin 
will  be  expensive  and  difficult  to  ex- 
plore and  develop.  For  example,  a 
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FIND  A  WORLD  YOU  THOUGHT  WAS  LOST 


People  were  sure  they'd  never  feel  that  sense  of  satisfaction  again.  Not  in  today's  world. 
Then,  they  saw  that  adventure  and  comfort,  style  and  ruggedness,  performance  and  roominess  cou 
still  be  found  in  a  single  place.  Suddenly  drivers  of  everything  from  trucks  to  luxury  sedans,  costly 
imports  to  cramped  utility  vehicles,  traded  in  their  old  ideas  for  the  versatility  plus  sophistication 

Explorer  offered.  Today,  this  is  the  most  sought-after 
vehicle  in  its  class.  And  finding  a  different-still  special 
is  easier  than  anyone  imagined. 


With  Touch  Drive,  you 
shift  from  2WD  to  4WD 
High,  and  back,  with 
pushbutton  ease. 


FIND    YOURSELF 


wughtful  feature  can  make  a 
difference.  With  the  spare 
red  under  the  vehicle,  the  cargo 
a  is  more  generous  and  is 
y-to-load. 


More  overall  room  than  anything  in  this  class.  All 
passengers  have  easy  access.  Plus,  the  benefits 
of  anti-lock  brakes  and  a  4.0L  EFI V-6. 


Buckle  up-together  we  can  save  lives. 


Have  you  driven  a  Ford. ..lately? 


N    AN     EXPLORER. 


China  and  oil 


2,500-mile  pipeline  needed  to  trans- 
port the  oil  to  the  coast  would  alone 
cost  at  least  $10  billion.  Premier  Li 
also  hinted  that  China  would  open  up 
to  foreign  investment  the  old  oilfields 
in  the  northeast  that  have  long  been 
off-limits  to  foreign  oil  companies. 

Beijing  is  also  opening  up  the  refin- 
ing sector.  Royal  Dutch/Shell  and 
France's  Total  and  Elf  Aquitaine  are 
already  investing,  or  planning  to  in- 
vest, in  refining  and  petrochemicals. 
Oil  companies,  including  Shell,  Ex- 
xon, Caltex  and  Mobil,  have  opened 
gas  stations  in  China's  flourishing 
special  economic  zones. 

All  this  is  yet  another  indication 
that  economic  growth  in  China  is 
forcing  Beijing's  central  planners  to 
bring  in  foreign  capital  and  technol- 
ogy. And  they — in  common  with  any 
other  government — know  they  dare 
not  allow  the  country  to  run  short  of 
oil.  Their  jobs  are  at  stake. 

It  is  into  this  bind  that  the  Spradys 
dispute  fits.  Now  that  Maoism  and 
communism  have  been  discredited, 
the  Spradys  dispute  provides  Beijing 
with  a  new  "ism" — nationalism — 
with  which  to  rally  the  people.  Apart 
from  whatever  oil  might  be  there, 
Beijing  would  love  to  control  the 
shipping  lanes  through  which  Japan 
imports  most  of  its  oil,  from  the  Per- 
sian Gulf,  and  sends  its  enormous 
exports  to  Southeast  Asia,  the  Middle 
East  and  Europe. 

It  is  easy  to  exaggerate  the  military 
threat  of  China's  South  China  Sea 
adventurism,  even  though  China's 
defense  spending  is  again  up  by  over 
10%  this  year.  One  mostly  unprotect- 
ed aircraft  carrier  would  be  no  match 
for  the  U.S.  Seventh  Fleet's  Indepen- 
dence carrier  battle  group,  still  based 
in  Yokosuka,  Japan.  A  blue -water 
Chinese  navy  and  the  new  Russian 
fighters  could  be  of  immense  nui- 
sance value,  though. 

That's  why  the  possibility — unlike- 
ly as  it  is — of  the  U.S.'  pulling  back 
even  more  from  the  region  sends  a 
chill  down  the  spines  of  the  smaller 
Southeast  Asian  countries.  Among 
others,  the  Philippines,  which  kicked 
out  the  U.S.  military,  and  Malaysia, 
with  its  stridently  anti-American 
prime  minister,  Datuk  Seri  Mahathir 
Mohamad,  could  soon  regret  their 
hostility  to  the  U.S. 

Pax  Americana,  anyone?  ^ 
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Considering  a  career  as  an  environmental  compliance 
officer?  Better  retain  a  good  criminal  defense  lawyer. 

inmates" 


By  Leslie  Spencer 

"When  the  litde  hairs  on  the  back  of 
your  neck  stand  up,  it's  a  felony. 
When  it  just  makes  you  tingle,  it's  a 
misdemeanor.  If  it  does  nothing  to 
you  at  all,  it's  a  civil  problem."  Thus 
does  Robert  Brodney,  a  deputy  dis- 
trict attorney  in  Los  Angeles  County, 
explain  how  the  prickling  of  his  neck 
hairs  guides  his  decision  on  whether 
to  indict  a  company  for  an  environ- 


mental crime. 

Arbitrary?  Sure.  But  in  the  past  few 
years  Congress  has  made  virtually  any 
infraction  of  environmental  statutes  a 
criminal  offense.  In  the  process,  it  has 
blurred  the  traditional  distinction  be- 
tween civil  and  criminal  law. 

Traditionally,  prosecutors  adhered 
to  the  "black  heart"  standard,  which 
required  them   to  prove   intent  to 
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The  "Sports  Edition"  of 
a  classic  in  modern  design: 
The  Movado  Museum  SE  Watch. 
The  legendary  "dot"  dial 
with  the  sportive  spirit  of  steel 
...curved  to  the  wrist. 


A  timepiece  of  simplicity 
and  function:  water-tight  to 
99  feet.  The  accuracy  of  quartz. 
The  ruggedness  of  stainless 
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Swiss  pride  and  craftsmanship 
that  are  singularly  Movado. 
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$595 
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Environmental  crimes 


cause  harm  before  they  could  indict 
on  criminal  charges.  But  the  way  envi- 
ronmental law  is  developing,  one 
needn't  be  bad  to  do  bad.  Result: 
increasing  uncertainty,  anxiety,  com- 
mercial paralysis — and  a  focus  on  legal 
rather  than  environmental  goals. 

Targets  for  criminal  prosecution 
used  to  be  "midnight  dumpers" — 
small  operators  who  intentionally 
dumped  nasty  chemicals  in  a  neigh- 
bor's field  rather  than  pay  a  disposal 
company  to  take  it  away.  Most  of 
these  dumpers  probably  deserved  the 
criminal  penalties  they  received. 

But  since  Congress  reauthorized 
the  hazardous  waste  statute  in  1988, 
any  infi-action  of  the  myriad  rules 
governing  a  chemical's  generation, 
storage,  treatment, 

transport  and  disposal 
can  be  considered  either 
a  civil  or  criminal  viola- 
tion, at  the  prosecutor's 
discretion. 

Even  more  stringent, 
since  1990  every  possi- 
ble violation  of  the 
Clean  Air  Act  can  be 
considered  a  felony — in- 
cluding failure  to  pay  a 
permit  fee  on  time.  Theoretically,  you 
can  go  to  jail  if  the  check  is  late. 

Standards  of  proof  can  be  lower  for 
environmental  "crimes"  than  for 
drug  dealing  or  theft.  Under  the  "re- 
sponsible corporate  officer"  liability 
doctrine,  an  executive  need  not  know 
that  his  subordinates  stored  chemicals 
improperly  to  be  prosecuted.  He 
need  only  be  deemed  negligent  for 
not  knowing  it. 

The  problem  for  every  regulated 
company  is  this:  The  laws  have  be- 
come so  complex  that  few  companies 
can  be  100%  in  compliance  all  the 
time.  Yet  almost  any  civil  violation  can 
now  be  prosecuted  as  a  criminal  viola- 
tion. The  government  has  promised 
to  be  "lenient"  with  companies  that 
try  hard  to  comply.  But  federal  and 
state  environmental  crimes  bureau- 
cracies are  burgeoning.  Industry 
compliance  officers  and  plant  manag- 
ers can  only  pray  they  all  remember 
that  promise. 

Here's  a  case  that  makes  Deputy 
District  Attorney  Brodney's  neck 
hairs  stand  up,  involving  Irvine-based 
circuit  board  manufacturer  Diceon 
Electronics.  Its  chief  executive,  Ro- 


land Matthews,  and  two  company 
officers  were  photographed,  finger- 
printed and  criminally  charged  with 
illegal  storage  of  hazardous  waste. 
The  company  had  stored  the  waste  in 
leaky  containers  that  were  not  labeled 
according  to  regulation. 

No  one  was  hurt.  No  premedita? 
tion  was  charged.  But  the  court  ruled 
the  officers  were  guilty,  whether  or 
not  they  knew  their  storage  tanks  did 
not  meet  regulatory  standards.  The 
company  paid  a  $600,000  fine.  The 
two  managers  were  put  on  probation. 
Matthews    was    lucky.    Criminal 
charges  against  him  were  dismissed. 
But  an  appeals  court  denied  his  efforts 
to  seal  and  destroy  his  arrest  records. 
In   San   Bernardino   County   the 
owner  of  a  waste  trans- 
portation company  and 
two    of  its    employees 
were    charged    recentiy 
with    over    50    felony 
counts,  most  for  storing 
hazardous  waste  longer 
than  the  144  hours  al- 
lowed by  law.  Again,  no 
one  was  hurt.  But  the 
prosecution    is    seeking 
heavy  fines  and  eight- 
year  jail  sentences.  The  company  un- 
doubtedly stored  the  waste  because 
disposing  in  bulk  is  cheaper,  not  be- 
cause its  owner  intended  to  poison 
someone. 

Even  when  they  can't  target  an 
individual,  environmental  prosecu- 
tors have  wide-ranging  powers  to  go 
after  the  corporation  alone.  "Just  be- 
cause an  individual  doesn't  merit 
prosecution  doesn't  mean  the  corpo- 
ration shouldn't  be  prosecuted,"  says 
Keith  Welks,  chief  counsel  of  Pennsyl- 
vania's environmental  resources  de- 
partment. "It  may  have  failed  to  train 
or  supervise  an  employee  more  effec- 
tively, or  provide  him  the  right 
equipment." 

Until  1987  the  federal  government 
was  reluctant  to  prosecute  individuals 
or  companies  for  simple  negligence. 
Dramatic  evidence  of  change  was  the 
government's  reaction  to  the  Exxon 
ValdezoW  spill,  which  brought  Exxon 
$125  million  in  fines  and  restitution 
on  top  of  $1  billion  in  civil  payments. 
Now  multimillion-dollar  criminal 
fines  and  jail  sentences  are  routine. 

United  Technologies  pled  guilty 
last  year  to  illegal  hazardous  waste 


disposal  and  paid  a  $3  million  fine. 
The  company  had  dumped  industrial 
solvents  and  polluted  rags  on  its  prop- 
erty. When  the  epa  discovered  it,  the 
company  cleaned  up.  No  permanent 
harm  was  done.  The  government 
found  no  evidence  of  a  deliberate 
corporate  policy  to  avoid  compliance 
with  environmental  laws.  It  decided 
to  prosecute  anyway — because  it  felt 
that,  in  general,  the  company  didn't 
put  enough  resources  or  care  into 
compliance.  A  dangerous  precedent: 
Where  but  in  an  Orwellian  world  can 
a  bad  attitude  be  a  crime? 

In  federal  courts  alone,  cumulative 
criminal  fines  and  penalties  for  break- 
ing various  environmental  laws 
reached  nearly  $220  million  by  the 
end  of  1991,  the  bulk  levied  since 
1988.  In  1985  corporate  employees 
were  sentenced  to  a  total  of  6  years  in 
jail  for  crimes  against  the  environ- 
ment; in  1990  the  figure  was  72  years, 
mosdy  because  of  1987  sentencing 
guidelines  that  virtually  eliminated 
judges'  discretion. 

Currendy  the  Environmental  Pro- 
tection Agency  has  74  criminal  inves- 
tigators. Their  ranks  are  mandated  by 
law  to  reach  200  by  1995.  And  former 
Justice  Department  environmental 
crimes  chief  Judson  Starr  worries 
about  a  new  prosecutorial  technique: 
Local  health  or  environmental  inspec- 
tors pretend  to  conduct  "routine" 
annual  inspections  of  a  corporation's 
plants,  when  actually  gathering  evi- 
dence for  the  FBI  environmental 
crimes  unit. 

Environmental  activists  argue 
there's  nothing  like  the  threat  of  a  jail 
sentence  to  make  a  company  clean  up. 
But  such  threats  could  encourage  ex- 
ecutives to  protect  themselves  by  seal- 
ing themselves  off" from  all  responsibil- 
ity for  environmental  compliance. 
Further  down  the  line,  plant  managers 
don't  dare  think  up  better,  cheaper 
ways  of  handling  chemicals,  for  fear  of 
departing  from  legally  tested  methods. 

Some  corporations'  environmental 
compliance  managers  have  taken  to 
calling  themselves  "designated  in- 
mates." "In  my  field  there  is  a  lot  of 
fear,"  says  Frank  Friedman,  Occiden- 
tal Petroleum's  vice  president  of 
health,  environment  and  safety.  "I 
know  many  [compliance  managers] 
who  are  considering  a  diftcTciit 
career."  ■■ 


102 


Forbes  ■  October  26,  1992 


We  weren't  always  old 
and  conservative. 

We  used  to  be  young 
and  conservative. 


Trendsetters,  we're  not.  But  the  investment  policy  wq'yq  had  for 
the  past  147  years  has  apparently  become  all  the  rage  of  late.  Being 
on  the  safe  side  is  in.  Buttoned  down  is  cool. 
How  could  our  founders,  seated  around  a  table  in  1845, 
have  predicted  the  financial  climate  of  the  early  1990s? 
The  answer  is  simple.  They  knew  that  the 
future  would  hold  bad  times  as  well  as  good. 
And  that  a  life  insurance  company,  by  its 
very  nature,  had  a  responsibility  to  its 
customers  to  weather  the  storms. 
So  they  laid  down  a  conservative  investment 
philosophy,  one  that  we  have  adhered  to  ever 
since,  through  thick  as  well  as  thin. 
As  a  result,  we're  happy  to  report  that  even  in 
these  topsy-turvy  times,  95%  of  the  bonds  in  our 
portfolio  are  investment  grade.* 

If  this  is  the  price  we  pay  for  being  set  in  our 
ways,  we  don't  mind  one  little  bit.  For  more 
information  on  any  of  our 
products  and  services,  call 
your  New  York  Life 
agent  or  1-800-695-4331. 


The  Company  You  Keep! 


©1992  New  York  Life  Insurance  Company  and  New  York  Life  Insurance  and  Annuity  Corporation,  51  Madison  Avenue.  New  York,  N.Y. 
10010.  All  rights  reserved.  *As  of  December  31,  1991;  includes  the  bond  portfolios  of  New  York  Life  Insurance  Company  (NYLIC|  and  its 
subsidiary.  New  York  Life  Insurance  and  Annuity  Corporation  |NYLL\C),  managed  by  New  York  Life  Insurance  Company.  NYLIC  has  S42.750 
billion  in  assets  and  $2,620  bilhon  in  surplus;  NYLIAC  has  $1 1.613  billion  m  assets  and  $0,591  billion  in  surplus. 
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AD^  FAXsolutions.  Fax  capabilities 
beyond  your  machine  and  beyond 

your  expectations. 

<■ 

Whatever  your  faxing  needs,  AM'  can  help 
your  business  do  the  job  better  and  faster. 

AT&T  FAXsolutions  is  a  service  that  adds 
powerful  and  flexible  faxing  options  to  both 
your  current  fax  machine  and  computers.  For 
instance,  once  your  fax  machine  is  connected 
into  the  service,  your  business  can  send  faxes 
to  up  to  1,000  people  with  one  call.  The  service 
stores  and  dials  lists  of  numbers,  and  even 
redials  bysy  numbers  for  up  to  six  hours, 
leaving  your  staff  free  to  handle  other  jobs. 

Other  special  features  include  "mailboxes" 
that  keep  your  faxes  confidential,  and  the  abil- 
ity to  forward  faxes  automatically  to  wherever 
you  will  be.  You  can  even  retrieve,  view,  and 
send  faxes  on  the  road  with  a  portable  PC. 

Back  home,  your  staff  can  save  time  by 
faxing  forms,  or  any  data,  directly  from  a  com- 


Why  your  fax  machine  needs  an  outofbot^, 


puter  And  you  can  save  money  with  compre- 
hensive monthly  usage  reports  that  let  you 
control  and  manage  costs.  All  this,  and  more, 
requires  no  new  equipment  or  special  training. 

AT&T  FAXsolutions.  It's  just  one  of  the  many 
ways  AT&T  EasyLink  Services  lets  you  see, 
hear  and  say  things  you  never  could  before. 
And  by  also  offering  EDI,  telex,  e-mail,  and 
information  services,  AT&T  EasyLink  Services 
can  help  you  and  your  business  keep  up  with 
your  ever  changing  communications  needs. 

For  information  about  AT&T  FAXsolutions, 
call  your  account  representative,  or  AT&T 
EasyLink  Services  at  1  800  242-6005,  Dept.  6349. 
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The  talk  from  Inland  Steel's  new  chairman, 
Robert  Darnall,  is  down-to-earth:  cutting  costs, 
improving  quality,  wooing  back  customers  and— maybe- 
getting  back  into  the  black. 

Picking  nickels 
off  the  floor 


By  Christopher  Pahneri 

The  chairman  at  Inland  Steel  Indus- 
tries, 54-year-old  Robert  Darnall,  has 
only  been  in  office  a  month,  but  he's 
been  an  Inland  man  all  his  Hfe  and 
knows  every  inch  of  the  company.  He 
first  came  to  the  bosses'  attention  in 
1965,  when  he  helped  with  the  com- 
pany's first-ever  computerization  of  a 
steel  rolling  mill.  He's  also  as  different 
as  chalk  and  high  tensile  steel  from  his 
aloof  predecessor,  Frank  Luerssen. 

Darnall  is  down-to-earth,  starts 
working  at  6  a.m.  or  earlier  and  has 
begun  informal  chitchat  lunches  with 
employees.  His  challenge:  stop  the 
heavy  losses  that  stem,  in  part,  from 
his  predecessor's  $2.4  billion  invest- 
ment program  over  the  past  ten  years, 
especially  from  the  way  in  which  it  was 
implemented. 

Based  in  Chicago,  Inland  is  the 
nation's  fifth-largest  steel  producer.  It 
lost  $110  million  on  $3.4  billion  in 
sales  last  year — and  that  excludes  a 
$165  million  restructuring  charge.  At 
$17  lost  per  ton  of  steel  produced. 
Inland's  performance  in  the  first  half 
of  this  year  was  the  third  worst  in  the 
U.S.  industry  (only  Armco  and  ltv 
lost  more  per  ton).  The  losses  will 
continue  this  year,  at  maybe  $80  mil- 
lion or  $2.50  per  share,  in  the  opinion 
of  Robert  Schenosky,  a  steel  analyst  at 
Kemper  Securities.  Dividends  have 
been  omitted  since  early  last  year.  At  a 
recent  1 8^2,  the  stock  is  way  below  its 
1989  high  of  481/2. 

Particularly  harmfiil  to  the  bottom 
line  has  been  Inland's  fancy  new  steel 
finishing  plant  in  New  Carlisle,  Ind., 
which  opened  two  and  a  half  years 
ago.  It  is  part  of  a  $1.1  billion  com- 
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plex  built  in  partnership  with  Japan's 
Nippon  Steel. 

Building  the  complex  was  the  right 
decision.  By  combining  five  steps  into 
one.  Inland  has  reduced  the  time  it 
takes  to  cold-roll  steel  from  a  matter 
of  days  to  just  45  minutes. 

But  Inland  has  had  more  than  its 
share  of  problems  bringing  the  New 
Carlisle  plant  on  line.  The  steel  came 
out  stained  and  misshapen.  Quality 
was  so  bad  and  customers  so  angry 
that  Inland  had  to  move  production 
back  to  its  old  rolling  mill.  Lately, 
Darnall  says,  many  of  the  bugs  have 
been  worked  out.  "Maybe  we  were 
looking  at  it  with  rose-colored  glass- 
es," Darnall  says. 

A  few  years  ago  lots  of  observers. 


RIGHT: 

Inland  Steel's 
new  chairman, 
Robert  Darnall 
His  challenge: 
make  his  pre- 
decessor's big 
investments  pay 
off  in  the  1990s. 

LEFT: 

Galvanizing  line 
at  Inland's 
New  Carlisle, 
Ind.  plant 
Startup  costs 
have  hurt  the 
bottom  line. 


this  magazine  included,  looked  at  In- 
land through  such  glasses  (Forbhs, 
Nov.  12,  7990).  The  company  seemed 
to  be  in  great  shape.  From  1986  to 
1989  Inland  reported  aggregate  earn- 
ings of  $440  million.  But  that  was 
because  the  company's  low  produc- 
tivity and  wasteful  ways  were  masked 
by  a  strong  economy  and  protection 
from  imported  steel.  When  the  econ- 
omy turned  down,  the  mask  was 
torn  away. 

Perhaps  believing  that  Inland  was 
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doing  bettef  than  it  actually  was,  in 
1989  former  chairman  Luerssen 
signed  a  new  four-year  contract  with 
the  steelworkers.  It  was  loaded  with 
archaic  work  rules  and  clauses  prohib- 
iting the  outsourcing  of  many  jobs. 
"We  do  more  things  ourselves  than 
any  other  [steel]  plant  in  the  coun- 
try," Darnall  explains.  "At  one  point 
that  was  our  strength,  but  today  it  is  a 
competitive  disadvantage." 

And  a  mammoth  one.  At  Inland's 
Harbor  Works,  for  example,  13,000 
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employees  produced  4.7  million  tons 
of  raw  steel  last  year.  Just  down  the 
road,  at  U.S.  Steel's  comparable  Gary 
Works,  7,400  workers  produce  5.8 
million  tons. 

To  break  out  of  its  low  productivi- 
ty, Darnall  has  divided  Inland's  steel 
division  employees  into  200  teams, 
each  of  which  is  being  told  to  reduce 
its  costs  by  40%.  The  target  is  an 
annual  $400  million  cost  savings. 
D.rnall  vows  to  eliminate  25%  of  the 
steel  division's  jobs  by  1995. 


Darnall  seems  to  be  getting  the 
support  he  needs  from  his  operating 
managers.  "There  is  still  chronic 
waste,"  admits  Anthony  Bridge,  a 
manager  at  Inland's  giant  Number 
Seven  Blast  Furnace.  "In  the  past,  the 
thinking  was  to  have  spare  parts  out 
the  ying-yang,  and  enough  staff  to 
cover  the  worst  case  scenario."  Now 
Bridge  figures  he  can  halve  his  control 
room  staff  and  pay  people  overtime  in 
the  winter  when  things  tend  to  break 
down.  His  unit  is  shifting  from  four 

107 


**"" 


Inland  Steel 


The  hot  rolling  mill 
at  Harbor  Works 
This  walking 
beam  furnace 
places  steel 
slabs  in  a  way 
that  avoids 
damage  and  so 
reduces  scrap. 


computer  systems  to  one,  a  roomful 
of  mainframes  will  be  replaced  by  two 
minicomputers. 

Darnall  is  literally  clearing  the 
decks.  Take  the  "Double  H  Yard"  at 
Harbor  Works,  a  scrap  yard  where 
excess  steel  was  piled  six  feet  high  and 
eight  football  fields  long.  The  extra 
steel,  the  result  of  years  of  not  match- 
ing production  with  orders,  was  re- 


cently dumped  at  fire  sale  prices — in 
the  process,  of  course,  depressing  the 
weak  steel  market  even  more  and 
adding  to  losses.  But  at  least  the 
Double  H  Yard  is  a  problem  resolved. 
Capital  spending  is  also  being 
slashed  this  year,  to  $90  million. 
That's  less  than  this  year's  deprecia- 
tion, and  down  from  a  high  of  $450 
million  two  years  ago. 


Some  of  that  money  had  been  used 
to  fiind  the  $400  million  expansion  of 
Inland's  service  center  division,  which 
is  the  third -largest  buyer  of  steel  in  the 
U.S.  after  General  Motors  and  Ford. 
The  idea  was  to  cater  to  customers 
needing  just-in-time  delivery  and 
steel  more  nearly  cut  to  size.  But 
service  center  profits  proved  elusive. 
In  a  1990  restructuring.  Inland  con- 
solidated service  center  locations  and 
cut  staff  by  10%.  Operating  income 
has  since  climbed  40%,  although  from 
a  depressed  level. 

All  this  consolidating  and  cutting  is 
not  without  human  cost.  Three  hun- 
dred jobs  a  quarter  are  being  eliminat- 
ed, and  everyone  admits  morale  is 
near  an  alltime  low.  Sighs  Darnall:  "If 
there  were  a  better  way  of  doing  it,  I 
would  do  it." 

But  there  are  signs  that  Darnall's 
determination  to  wring  the  fat  out  of 
Inland  is  beginning  to  pay  off.  The 
quality  of  cold-rolled  sheet  steel  at 
New  Carlisle  is  much  improved. 
Overall,  the  company's  complaint 
rates  are  still  high  at  2%  of  all  orders, 
but  at  least  that's  down  from  3%  just 
last  year.  Darnall's  goal  is  to  chop  that 
in  half.  In  the  meantime,  Inland's 
share  of  the  appliance  market  hit  25% 
last  year,  up  from  17%  three  years 
ago.  Maytag  Corp.  has  reduced  its 
steel  suppliers  from  six  to  three;  In- 
land made  the  cut.  And  Inland  is 
now  Honda  of  America's  largest 
steel  supplier. 

Darnall  says  that  most  of  Inland's 
problems  have  now  been  corrected  or 
are  in  the  process  of  being  fixed.  By 
next  year,  the  red  ink  should  turn 
black  again.  "Our  bad  habits  are 
gone,"  he  says.  "Now  we're  picking 
nickels  off  the  floor."  Hi 


Big  steel,  big  rebound? 

Company                                         1991 

sales       net  income 
($mil) 

Stock  price 

3-year         recent 
high 

Yield 
(%) 



1991 

Earnings  per  < 
1992E 

1993E 

Inland  Steel 

$3,405 

-$110 

48y2            18^/2 

nonet 

-$4.29 

-$2.67 

$1.37 

LTV 

USX-US  Steel  Group 

Bethlehem  Steel 

Armco 

Nucor 

5,986 
4,864 
4,318 
1,595 
1,466 

-56 

-200 

-192 

-142 

65 

2%                Ve 

-*             24y8 

25y4             llVa 

ISVz              6 

55y4            52% 

none 

4.1% 
none 
none 

0.5 

NA 

-0.99 

-3.18 

-1.60 

1.50 

NA 

0.19 

-1.77 

-0.75 

1.75 

NA 
3.36 
1.17 
0.32 
2.63 

'Range  less  than  three  years.    tDividend  canceled  after  first-quarter  1991.    £:  Estimate.    NA:  No 
Source:  Value  Line  via  Lotus  One  Source. 

available. 

After  several 
rough  years, 
many  steel 
analysts  are 
projecting  that 
the  Industry  will 
get  back  Into  the 
black  next  year. 
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Our  culture  has  been  pleasing  guests  for  centuries.  Doing  it  for  12  hours  is  easy. 

Fly  First  Class  aboard  Korean  Air  and  you'll  find  the  grace  and  gentility  that  Korea  has  been 

practicing  for  centuries.  ^uTl  find  it  in  our  wines,  food  and  a  level  of  service  others  never  dream 

"  of  offering.  You'll  even  find  it  in  our  seats,  among  the  most  comfortable  in  the  sky.  Call  your 

travel  agent  or  1-800-438-5000.  And  let  us  bring  generations  of  warmth  and  hospitality  to  you. 

KSREWAIR 

Fly  the  Spirit  of  Dedication: 


T 


BJ«fter  the  excesses  of  the  past  decade, 
encouraging  new  trends  have  emerged.  Companies 
in  a  broad  spectrum  of  industries  are  borrowing  to 
refinance  and  restructure  debt,  and  investing  in  the 
training  and  technology  needed  to  increase 
productivity. 


These  actions  may  not  bring  our  econor| 
roaring  back  as  quickly  as  profligate  spendirj 
They  will,  however,  lead  us  toward  a  solid  a 
sustainable  recovery. 

At  The  CIT  Group,  we're  proud  to  be  piayi 
a  role  in  these  efforts.  This  year,  we're  making 


1 992  The  CIT  Group,  Inc 


illion  available  to  American  companies  that  can 
)e  used  for  productive  investment  and  debt 
estructuring.  As  America's  most  experienced  asset- 
^ased  lender,  we  have  a  long  history  of  helping 
A'ell-managed  companies  utilize  the  value  of  their 
:iSsets  to  improve  their  competitive  position. 


To  find  out  hov^  The  CIT  Group  can  help 
you,  call  1-800-545-5440. 

america's 
Most  Experienced 
Asset- Based 
Lender. 


Now  here's  a  surprise.  By  international  standards, 
the  U.S.  Social  Security  system  is  a  model  of  frugality 
that  could  give  another  boost  to  American 
competitiveness,  if  Congress  weren't  so  greedy. 

Social  insecimty 


By  Peter  Fuhrman 

IT'S  EASY  TO  SNIPE  at  the  U.S.  Social 
Security  system.  The  tax  hits  the  low- 
est paid  workers  hardest;  the  payouts 
flow  heaviest  to  those  who  pay  in  the 
least.  This  year  Social  Security  taxes 
will  eat  up  around  $315  billion,  6%  of 
GDP.  The  bill  will  rise  to  around  $400 
billion  by  the  turn  of  the  century, 
draining  from  the  economy  money 


that  could  be  put  to  good  use  by 
investors  and  consumers. 

But  for  all  that's  going  against  it, 
the  U.S.  Social  Security  system  is  in 
surplus.  Since  Social  Security  taxes 
were  raised  in  1983,  the  current  pay- 
roll contribution  rate  of  12.4%, 
shared  equally  between  employees 
and  employers,  should  be  adequate  to 


American  seniors 
at  play 

Enough  workers 
to  cover  the  cost 
of  their  state 
pensions,  their 
children's  and 
their  grand- 
children's. 


meet  existing  U.S.  pension  obliga- 
tions over  the  next  40  years.  This 
assumes  U.S.  immigration  policy  con- 
tinues to  draw  in  people  from  abroad. 

That's  much  better  than  the  out- 
look in  Europe  and  Japan. 

Those  countries'  populations  are 
aging  much  faster  than  the  U.S.'  In 
Germany  the  birth  rate  is  so  low  and 
immigration  so  tighdy  controlled — 
except  for  those  who  can  claim  Ger- 
man heritage — that  by  2030  there 
will  be  one  German  on  state  pension 
for  every  two  in  the  work  force.  (In 
the  U.S.,  at  the  moment,  there  are 
four  working- age  people  for  every 
retired  one;  that  rate  is  unlikely  to  dip 
below  three  workers  for  every  retiree 
during  the  next  half-century.) 

In  Japan  the  birth  rate  has  almost 
halved  since  the  early  1950s,  while  life 
expectancy  has  grown  faster  than  in 
any  other  developed  country.  Japa- 
nese men  can  expect  to  live  to  79, 
almost  2  years  longer  than  American 
men.  The  result:  Today  there  are  six 
Japanese  of  working  age  for  every  one 
collecting  an  old-age  pension;  by 
2020  it  will  be  down  to  three  workers 
for  every  pensioner. 

Japan's  immigration  policy  is,  if 
anything,  tougher  than  Germany's. 

The  combination  of  their  aging 
populations  and  generous  but  under- 
funded state  pension  programs  will 
inevitably  force  Germany  and  Japan 
to  increase  payroll  taxes  dramatically, 
maybe  doubling  them  by  2025.  Ei 
ther  that  or  start  to  curtail  benefits — 
with  all  the  risks  that  would  imply  for 
the  social  fabric. 

This  is  a  serious  macroeconomic 
issue.  At  today's  wage  and  exchange 
rate  levels,  a  twofold  tax  hike  would 
add  about  $5  an  hour  to  manufactur 
ing  costs  in  Europe  and  Japan.  The 
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"Either  you  shape  the  future, 
or  the  future  shapes  you." 


"Change  or  be  changed.  Act  or  be  acted  upon. 
Your  success  depends  upon  which  you  choose. 
That's  why  at  The  Dial  Corp,  we  believe  that  con- 
trolling our  own  destiny  is  a  never-ending  job.  So 
we've  spent  the  past  several  years  reshaping  our 
corporation.  Sharpening  our  focus  on  today's 
changing  consumers.  We  are  on  the  leading  edge  in 
nneeting  the  demands  of  a  marketplace  that  insists 
on  ever-higher  standards  of  quality,  convenience 


and  value.  We  offer  some  of  the  most  respect > 
names  in  consumer  products  and  services. 

And  clearly  our  restructuring  strategy  is  w 
ing.  In  a  recent  18-month  period,  we  created  ( 
$1  billion  in  additional  wealth  for  our  stockhoii 
and  doubled  our  common  stock  value.  We  h; 
also  outperformed  the  S&P  500  for  the  last  1 0  \ 

Despite  these  successes,  we'll  never  be . 
fied.  We  know  we  have  to  continue  to  deliver ' 


ost  in  quality  to  our  consumers  and  the  liighest 
of  periformaa.ee  to  our  stockliolders.  We  will 

LJnue  to  meet  that  challenge. 
We  intend  to  continue  to  shape  our  future  by 

ice  —  not  leave  it  to  chance." 


A/.  Teets,  Chairman,  President 
hief  Executive  Officer 


The  Dial  Corp 

Profit  Through  Leadership 


Pensions  and  competitiveness 


Three  generations 
of  a  Japanese  family 
The  elderly  in 
Japan  tradition- 
ally were  cared  for 
by  their  children; 
increasingly,  they 
are  staying  in-       < 
dependent  and 
demanding  large 
public  pensions. 


German  grandmother  and  that  rarity,  a  German  child 

State  pension  contributions  must  double  to  meet  future  commitments. 


result:  The  U.S.  labor  force,  already 
the  most  productive  in  the  world 
based  on  either  output  or  value  add- 
ed, should  enjoy  a  sustained  cost  ad- 
vantage over  the  Europeans  and  Japa- 
nese well  into  the  next  century. 

Germany,  with  the  West's  oldest 
population,  is  already  feeling  the 
strain.  On  actuarial  and  demographic 
assumptions  by  the  Paris-based  Or- 
ganisation for  Economic  Coopera- 
tion &  Development,  Germany's  un- 
fiinded  social  security  pension  liabil- 
ities are  now  8.5  trillion  deutsche 
marks  ($6  trillion);  that's  over  3% 
times  as  large  as  the  total  German 
economy. 

Payroll  contribution  rates  for  state 
pensions  have  risen  steadily  over  the 
last  two  decades;  currendy  18%,  they 
are,  like  German  wages  overall, 
among  the  highest  in  the  industrial- 
ized world.  Even  so,  the  German  state 
pension  system  will  run  out  of  money 
this  year.  By  the  year  2025  payroll 
taxes  must  double  in  order  to  bring 
the  system  back  into  balance. 

Germany's  big  exporters  see  the 
writing  on  the  wall.  To  remain  com- 
petitive, they  are  either  investing  in 
plants  outside  Germany  or  planning 
to  do  so.  The  doubling  of  payroll 
contributions  at  Mercedes-Benz  A.G. 
could,  for  example,  push  its  costs  up 
by  between  $1,000  and  $1,500  per 
automobile. 

But  decisions  aren't  easy.  Shifting 
jobs  out  of  Germany  might  lead  to 
higher  unemployment  in  Germany. 
In  that  event,  domestic  payroll  taxes 
will  rise  even  more  quickly,  since  these 
contributions  also  pay  for  Germany's 
generous  unemployment  compensa- 
tion, already  stretched  to  provide  a 
fine  standard  of  living  for  the  7%  of 
Germans  now  out  of  work. 

Japan,  too,  will  see  payroll  taxes  rise 
steeply  over  the  next  30  years.  Japan 
was  the  last  of  the  industrialized  coun- 
tries to  introduce  a  broad  state  pen- 
sion scheme,  doing  so  only  in  1960. 
That  helped  keep  payroll  taxes  at  lev- 
els far  below  those  in  other  Western 
nations,  holding  down  Japanese  labor 
costs  and  boosting  the  nation's  sav- 
ings rate.  (If  the  state  doesn't  provide 
for  your  old  age,  you'd  better.) 

But  by  2010  Japan  will  go  from 
having  the  youngest  population 
among  the  big  industrialized  nations 
to  having  the   second   oldest,  after 


116 


Forbes  ■  October  26,  1992 


For  more  than  a  century  and  a  half,  Patek  Philippe  has  been  known  as 
the  finest  watch  in  the  world.  The  reason  is  very  simple,  h  is  made 
differently.  It  is  made  using  skills  and  techniques  that  others  have  lost 
or  forgotten,  h  is  made  with  attention  to  detail  very  few  people  would 
notice.  It  is  made,  we  have  to  admit,  with  a  total  disregard  for  time.  If 

a  particular  Patek  Philippe 
movement  requires  four 
years  of  continuous  work  to 
bring  to  absolute  perfection, 
we  will  take  four  years.  The 
result  will  be  a  watch  that 
is  unlike  any  other.  A  watch 
that  conveys  quality  from 
first  glance  and  first  touch. 
A  watch  with  a  distinction: 
generation  after  generation 
it  has  been  worn,  loved  and 
collected  by  those  who  are 
very  difficult  to  please; 
those  who  will  only  accept 
the  best.  For  the  day  that 
you  take  delivery  of  your 
Patek  Philippe,  you  will  have 
acquired  the  best.  A  watch  that 
tells  you  something  about 
yourself,  quietly  reflecting 
your  own  values.  A  watch 
that  was  made  to  be  treasured. 


PATEK  PHILIPPE 

GENEVE 


I 


For  an  elegant  collector's  book  about  Patek  Philippe  illustrating  our  men's  and 

women's  watches,  send  $15  -  or  for  current  informative  brochures  please  write  to: 

Patek  Philippe,  One  Rockefeller  Plaza,  Suite  930  (F),  New  York,  NY  10020. 


Despite  the  recent  econom] 
trend,  Mass  Mutual  ha? 
shown  healthy  growth  ov 
the  past  fewyears.  But,  a 
Executive  Vice  President 
John  Pajak  points  out,  the 
growth  isn't  entirely  the  result 
of  the  products  offered  by  the 
giant  insurance  carrier. 

"When  you  come  out 
w^ith  a  hot  new  product,  a  few 
weeks  later  everyone  else  has 
the  same  thing.  So  the  on\y 
way  to  separate  yourself  from 
the  pack  is  through  service." 

The  strength  of  an  insur- 
er's service  greatly  depends  or 
its  on-line  transaction  process- 
ing capabilities  for  claims 
And  Mass  Mutual,  known  foi 
being  avant-garde  by  its  peers 
maintained  that  reputation  b} 
moving  its  life  and  healtF 
claims  from  a  mainframe  plat 
form  toDigital's  VAX 
systems  and  a  VAXcluster^' 
A  move  they  felt  woulc 
give  them  greater  flexibilitx 
and  a  15%  increase  ir 
productivity. 

"That  was  our  goal  - 
that,  and  making  sure  tht 
move  would  be  completeh 
transparent  to  our  customers 
They  would  never  accep 
hearing  that  their  claim  wa 
delayed  because  we  weren' 
up  to  speed  on  a  new  system. 

With  Digital's  COHKSIOr 
software   development   tool' 
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and  on-site  assistance,  Mass 
Mutual  built  its  new  process- 
ing system  in  phases.  When  a 
phase  was  completed,  people 
were  trained  in  it,  and  it  was 
then  brought  on-line. 

As  a  result,  customers 
never  noticed  any  delay.  In 
fact,  they  noticed  the  exact 
opposite,  as  Mass  Mutual 
was  able  to  cut  its  response 
time  from  weeks  to  days.  A 
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TEAMWORK 
OPENS 

WAY  TO 
IMPRESSIVE 

INCREASE. 


cut  that  resulted  in  a  40% 
gain  in  productivity. 

"We're  also  capturing 
far  more  data  in  far  less  time. 
That  information  is-what 
allow^s  us  to  tailor  our  service, 
and  that's  what  separates  us 
from  everyone  else. 

"We  have  a  very  high 
retention  rate  with  clients 
because  of  our  service.  And 
thanks  to  Digital,  our  service 
is  w^here  it  4s  today." 

Find  out  ho'w  Digital 
can  help  you  deliver  a  higher 
degree  of  service.  Call  1-800- 
DEC-INFO,  ext.  92.  Or  contact 
your  Digital 
sales  office. 


John  Pajak 

Executive  Vice  PreAdent 

MaM  Mutual 
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Pensions  and  competitiveness 


They're  getting  old  faster 


Projected  percentage  of  population  65  and  over 


25% 


And  the  old  will  cost  them  more,  U 

Projected  government  expenditures  due  to  pension 
obligations  as  percent  of  GDP 
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All  industrialized 
societies  are 
aging,  but  the 
U.S.  is  aging  more 
slowly  than  are 
its  most  important 
economic  rivals. 


State  pension 
commitments  will 
rise  sharply, 
hoisting  taxes 
and  government 
spending  in  Ger- 
many and  Japan, 
while  the  U.S. 
should  avoid  the 
worst.  (The  U.S. 
figure  includes 
military  and 
civil  service 
pensions,  along 
with  Social 
Security 
payouts.) 


Germany.  By  then,  Japan's  pension- 
ers will  double  in  number.  To  pay  for 
these  enhanced  pensions,  the  govern- 
ment will  have  to  raise  payroll  taxes  to 
such  an  extent  that  it  will  boost  overall 
taxation  by  no  less  than  half,  accord- 
ing to  projections  by  the  Fuji  Re- 
search Institute  Corp. 

For  European  countries,  an  added 
problem  is  their  relatively  low  retire- 
ment age.  In  Germany,  France  and 


the  Netherlands,  only  one-quarter  of 
men  between  ages  60  and  65  are  still 
working.  In  the  U.S.  a  little  over  half 
are  woricing  beyond  that  age.  The 
theory  behind  younger  retirement  in 
Europe  is  that  this  should  help  reduce 
unemployment  by  opening  up  jobs 
for  younger  people.  As  a  further  in- 
ducement for  older  workers  to  retire, 
state  pensions  are  a  very  high  50%  or 
more  of  average  aftertax  wages — 15% 


higher  than  U.S.  Social  Security  pay- 
ments on  average. 

Despite  the  inducements,  however, 
unemployment  remains  high  in  Eu- 
rope, with  16  million  now  out  of  work 
in  the  12-nation  European  Commu- 
nity. Generous  pensions  are  largely  to 
blame.  That's  because  funding  the 
state  pension  programs  makes  Euro- 
pean labor  costs  uncompetitively 
high.  In  Germany  overall  labor  costs 
in  manufacturing  this  year  will  be  $32 
an  hour;  in  the  U.S.  they're  $18. 

Sweden  provides  the  most  extreme 
example  of  high  payroll  taxes  being 
levied  to  pay  for  generous  pensions. 
Sweden's  payroll  taxes  have  risen  to 
24%,  pushing  up  labor  costs  in  manu- 
facturing to  an  uncompetitive  $28  an 
hour.  The  new  conservative  govern- 
ment now  says  it  must  cut  back  on 
state  pensions  and  raise  the  retirement 
age  to  66,  even  though  this  has  led  to 
a  predictable  uproar  among  older 
Swedes,  who  say  they  have  inadequate 
savings  to  make  up  for  the  cuts. 

The  German  reaction  is  different. 
Instead  of  reducing  its  tax  burdens  on 
labor,  Germany  is  pressing  its  friends 
in  the  European  Community  to  raise 
their  payroll  taxes  to  German  levels. 
The  thinking  is  that  this  will  reduce 
any  loss  in  Germany's  competitive- 
ness in  Europe  resulting  from  higher 
state  pension  contributions. 

For  very  different  reasons,  the  U.S. 
Federal  Reserve  Board  is  also  begin- 
ning to  take  an  interest  in  demogra- 
phy and  state  pensions.  By  the  end  of 
this  decade,  the  reserves  in  the  Social 
Security  trust  fund  will  have  grown  in 
today's  dollars  to  over  $1  trillion, 
three  times  the  level  of  annual 
payouts. 

That,  according  to  some  guessti- 
mates by  the  ofcd,  will  be  large 
enough  to  finance  a  U.S.  budget  defi- . 
cit  of  around  4%  of  gross  domestic 
product  at  that  time.  (Currendy  the 
deficit  is  closer  to  5%  of  gdp.  )  In  other 
words,  the  Social  Security  system 
could  single-handedly  underwrite  a 
substantial — and  permanent— federal 
budget  deficit. 

There's  just  one  problem.  Seeing 
all  that  money  will  probably  make 
politicians  want  to  spend  it,  as  they're 
doing  now.  How  to  keep  their  hands 
out  of  the  Social  Security  cookie  jar 
will  be  a  major  policy  challenge  in  the 
years  ahead.  ^ 
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Are  we  aiming  too  high?  Or 
is  everyone  else  aiming  too  low? 


At  the  CIGNA  Group  Pension  Division,  customer  satisfaction  is  our 
number  one  priority.  Sounds  good  in  an  ad.  But  how  do  we  achieve  it? 

By  giving  the  customer  a  voice.  And  then  listening  to  it  When  our 
customers  told  us  that  simplifying  participant  financial  statements  was 

a  major  priority  we 
listened.  Then,  using  their 
input  we  designed  more 
user-friendly  reports. 

When  customers  told 
us  they  wanted  more 
investment  options,  we 
listened,  too.  Responding 
to  their  request  with  new 
accounts— six  investing 
in  mutual  funds.  Including 
highly  rated  funds  from 
weU-known  outside 
investment  companies. 
And  because  even  a 
little  thing  can  often  be  a 
big  thing,  we  listen  to 
everything.  For  example, 
when  customers  told  us  they  preferred  talking  to  people  rather  than 
computers,  we  eliminated  recorded  messages  in  our  customer  sei  vice  areas. 
The  point  is,  when  the  customer  talks,  we  listen.  To  find  out  precisely 
how  well,  call  CIGNA  Group  Pension  Division,  1-800-238-2525. 

Of  course,  we're  not  saying  that  we're  perfect  But  what  we  are  saying 
is  that  we'U  never  be  100%  satisfied  until  you  are,  too. 


We  get  paid  for  results! 


CIGNA 


Things  were  so  bad  at  Cabot  Corp.  a  few  years  ago  that 
Sam  Bodman  jokes  he  thought  of  letting  a  raider  have  the 
company.  "Might  have  served  him  right,"  he  says.  But 
he  held  on  and  now  things  are  humming  again. 

White  slacks 
and  carbon  black 


By  Subrata  N.  Chakravarty 

When  Samuel  Bodman,  chief  execu- 
tive officer  of  Boston-based  Cabot 
Corp.,  walks  through  one  of  the  com- 
pany's carbon  black  plants,  he  delib- 
erately wears  white  slacks. 

To  understand  how  pen^erse  that 
decision  is,  it  helps  to  know  how 
carbon  black  is  made.  Picture  a  gigan- 
tic jet  engine  the  size  of  a  Boeing  747 
fiiselage.  In  it  heavy  fuel  oil  is  burned 
with  an  insufficient  amount  of  oxygen 
for  efficient  combustion.  The  resi- 
due— a  fine  black  powder  called  car- 
bon black — shoots  through  a  tube  at 
high  velocit)',  much  like  engine  ex- 
haust, and  is  collected.  It  is,  quite 
simply,  a  ver)'  dirt>'  process. 

So  why  the  white  slacks?  Like  the 
Marine  drill  inspectors  who  rub  their 
white  gloves  across  window  sills  and 
under  bunks,  Bodman  wants  to  make 
sure  Cabot's  men  and  women  keep 
their  plants  spotless;  a  clean  plant  is 
one  where  employees  take  pride  in 
what  they're  doing.  The  real  test 
comes  when  he  rolls  down  his  socks. 
"Sometimes  the  white  pants  will  look 
fine,"  he  laughs.  "Then  you  roll 
down  your  socks  and  you'll  be  filthy. 
It's  called  the  ankle  test."  Most  Cabot 
plants  pass  these  days. 

Although  hardly  a  household 
name,  110-year-old  Cabot,  with  $1.5 
bilhon  in  sales  in  fiscal  1992  (ended 
Sept.  30),  is  one  of  the  world's  leading 
industrial  companies.  Its  products  are 
rarely  seen  by  the  public  but  are  all 
around  us.  Carbon  black,  for  exam- 
ple, is  primarily  used  to  strengthen 
tires,  and  in  industrial  rubber  prod- 
ucts and  specialty  inks,  plastics  and 
cable  coatings.  Cabot  is  the  world's 
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largest  manufacturer  of  carbon  black, 
with  about  33%  of  the  world  market. 

Cabot  is  also  the  world's  largest 
producer  of  tantalum  powders,  used 
by  the  electronics  industry.  It  is  the 
leader  in  Europe  in  plastic  concen- 
trates. Cabot's  safet)'  group  is  the 
world's  leading  manufacturer  of  dis- 
posable earplugs,  and  the  company 
owns  the  only  liquefied  natural  gas 
terminal  in  the  Northeast. 

Suffice  it  to  say  that  Cabot  Corp., 
with  a  book  value  of  $674  million 
($36.85  a  share),  sits  on  a  wealth  of 
assets.  But  throughout  most  of  the 
1970s  and  1980s  the  company  earned 
subpar  returns  on  its  assets. 

In  the  1970s  Cabot  fell  victim  to 
one  of  the  Boston  Consulting 
Group's  now  notorious  matrix  analy- 
ses. This  brand  of  strategic  planning 
told  managers  to  designate  some 
businesses  as  "cash  cows"  to  be 
milked  for  cash  and  invested  in  other 
"star"  divisions. 

"Our  traditional  chemical  busi- 
nesses were  decreed  cash  cows,"  says 
Bodman,  a  chemical  engineer  who 
earned  his  Ph.D.  from  Massachusetts 
Institute  of  Technology.  "The  cash 
would  be  extracted  from  those  busi- 
nesses and  put  into  a  variety  of  diversi- 
fications— metals  manufacturing,  ce- 
ramics, semiconductors  and  a  gas 
transmission  business  in  Texas." 

The  result,  of  course,  was  to  throw 
good  chemical  earnings  into  busi- 
nesses in  which  Cabot  had  no  exper- 
tise, thereby  starving  the  chemical 
operations  of  capital  needed  to  keep 
them  up  to  snuff.  In  effect,  the  com- 
pany was  slowly  starving  its  herd  of 


cash  cows. 

Eventually  the  Cabot  family,  whicl 
owns  30%  of  the  company,  figure* 
out  what  was  going  on.  In  Januar 
1987  they  hired  Bodman  away  fron 
the  presidency  of  neighboring  hmi 
Corp.,  the  holding  company  of  tin 
Fidelity  mutual  fijnd  empire,  and  ga\  ■ 
him  carte  blanche  to  turn  Cabo 
Corp.  around.  "It  was  the  hardcs 
thing  I've  ever  done,"  says  Bodmai 
today.  "Neither  the  Cabots  nor 
knew  how  profound  some  of  t\v 
problems  were." 

Not  known,  for  example,  were  th' 
huge  liabilities  Cabot  already  had  ii 
the  natural  gas  transmission  business 
When  gas  prices  soared  in  the  lat 
1970s,  gas  consumers  panicked  am 
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Cabot  Corp. 
Chief  Executive 
Samuel  Bodman 
Testing  for  clean 
ankles  and 
refocusing 
baseball  players 
on  playing 
baseball  again. 


locked  in  prices  with  long-term 
"take-or-pay"  contracts.  For  trans- 
mission companies  the  contracts  were 
back-to- back  contracts — a  contract 
to  buy  from  producers,  and  a  contract 
to  sell  to  utilities. 

After  gas'  prices  collapsed  in  the 
early  1980s,  the  government  stepped 
in  and  voided  the  contracts  between 
transmission  companies  and  utilities. 
But  the  consumer  watchdogs  left  un- 
touched the  contracts  between  pro- 
ducers and  transmission  companies, 
thus  forcing  the  transmission  compa- 
nies to  pay  far  more  for  the  gas  than 
they  could  recover  from  sales.  Cabot 
Corp.'s  liability  on  this  business  came 
to  hundreds  of  millions  of  dollars 
more  than  anyone  had  thought. 


Just  as  Bodman  was  beginning  to 
learn  how  bad  things  really  were, 
gap's  Samuel  Heyman  arrived  at  his 
doorstep  wanting  to  dismember  Cab- 
ot. Bodman  jokes  he  was  momentari- 
ly tempted  to  let  Heyman  have  the 
company.  "It  might  have  served  him 
right,  you  know,"  Bodman  says  wry- 
ly. Nevertheless,  Bodman,  backed  by 
the  Cabot  family's  30%  stock  holding 
and  the  employees'  12%,  sent  Hey- 
man packing. 

Over  the  next  two  years,  from  1988 
to  1989,  Bodman  got  Cabot  mostly 
out  of  the  energy  businesses.  He 
merged  the  gas  transmission  line  in 
Texas  into  American  Oil  &  Gas  for 
(.rish  and  a  50%  interest  in  the  compa- 
ny. Other  energy  properties  were  sold 


off  for  cash  or  cquit\'. 

With  the  worst  of  the  energy  opera- 
tions' problems  under  control,  Bod- 
man decided  to  return  the  company 
to  its  roots  in  industrial  chemicals. 
Out  went  the  metals  and  ceramics 
businesses.  Research  and  develop- 
ment spending  was  refocused.  Bod- 
man explains  it  this  way: 

"This  company  has  knowledge  and 
skill  in  organic  chemistry' — how  you 
move  carbon  and  hydrogen  atoms 
around,  how  you  deal  with  plastics 
and  how  you  provide  microaggre- 
gates  that  get  into  polymer  material  in 
order  to  reinforce  them.  But  the  di- 
rections the  company  chose  to  move 
in  [in  the  1970s  and  1980s]  were  in 
the  areas  of  inorganic  chemistry' — 
metals  and  semiconductors."  That's 
rather  like  expecting  a  baseball  player 
to  play  football.  Bodman  redirected 
Cabot's  scientists  from  the  inorganic 
world  back  to  the  organic  one. 

He  also  stopped  milking  the  com- 
pany's cash  cows  and  started  feeding 
them  again.  He  spent  over  S500  mil- 
lion on  refurbishing  and  expanding 
long-ignored  chemical  plants  and 
building  five  new  ones,  to  increase 
Cabot's  geographic  reach.  All  five 
plants  have  come  on  stream  in  the  past 
year.  To  finance  construction,  Bod- 
man borrowed  fairly  heavily.  Cabot's 
debt  climbed  from  less  than  30%  of 
capital  to  56%  in  1991.  Now  that  the 
building  program  is  over,  however, 
free  cash  flow  is  expected  to  bring  the 
debt  back  down  quickly. 

The  investment  in  plant  lowered 
operating  costs  by  making  the  plants 
more  efficient,  but  that  was  only  the 
start.  Bodman  has  worked  hard  to  cut 
costs  in  other  areas.  He  has  reduced 
both  the  number  of  employees  (from 
6,000  to  5,300)  and  material  wast- 
age. Research  expenditures  have  not 
only  been  refocused  on  traditional 
areas  of  expertise  but  have  also  been 
more  tightly  focused  on  developing 
more  value-added  products. 

An  example:  By  producing  special 
carbon  blacks  for  high-performance 
tires  and  for  low  rolling  resistance  (for 
greater  fuel  economy),  Cabot  has 
been  able  to  add  value  to  what  would 
otherwise  be  nothing  more  than  a 
commodity  product. 

Looking  back,  Bodman  says  his 
greatest  challenge  proved  to  be  get- 
ting dispirited  employees  to  believe 
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-  technology  at 
Cabot  Corp.'s 
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New  specialty 
blacks  for  inks  and 
cables  should 
begin  to  contribute 
to  sales  and 
earnings  next  year. 


him  when  he  told  them  that  Cabot 
was  going  to  go  back  to  its  basic 
businesses.  They'd  heard  the  speeches 
before,  only  to  see  the  cash  drained 
away  to  fund  other  things. 

"What  I  came  to  learn  is  that  the 
devastation  done  to  the  working  peo- 
ple in  the  part  of  the  business  that  has 
been  designated  as  the  source  of  cash 
takes  years  to  change,"  says  Bodman 
ruefully.  That's  why  the  white  slacks 
and  the  ankle  test  are  so  important. 
Clean  plants  are  an  indication  of  pride 
restored. 

In  March  1991  Bodman  accom- 
plished an  innovative  bit  of  financial 
engineering  with  the  spinoff  of  Cabot 
Oil  &  Gas  Corp.,  the  company's  larg- 
est energ)'  group  and  Cabot's  original 
business.  The  reason  for  the  spinoff, 
says  Bodman,  was  simple:  Chemical 
companies  are  valued  on  a  multiple  of 
earnings.  Energy  exploration  compa- 
nies are  valued  on  their  reser\'es  and 
cash  flow.  "In  today's  world  the  stock 
price  of  a  company  does  not  fairly 
reflect  the  value  of  two  businesses 
where  you  value  them  in  two  very 
different  ways,"  he  explains. 

Having  established  a  value  for  Cab- 
ot Oil  &  Gas  (and  raised  $56  million) 
by  issuing  18%  to  the  public,  Bodman 
turned  over  the  rest  to  Cabot  stock- 


holders. But  rather  than  just  giving 
them  the  stock,  he  exchanged  COGC 
stock  for  Cabot  stock.  That  reduced 
the  amount  of  Cabot  stock  outstand- 
ing by  25%,  increasing  its  earnings  per 
share  in  fliture  years.  And  Cabot 
stockholders  got  their  new  cOGC 
stock  tax  free. 

The  Cabot  clan  has  good  reason  to 
feel  satisfied  with  Bodman's  first  five 
years  on  the  job.  In  the  first  nine 
months  of  fiscal  1992,  earnings  were 
up  54%,  to  $55  million,  on  virtually 
flat  revenues  of  $1.17  billion.  Earn- 
ings per  share,  reflecting  the  reduced 
number  of  shares,  nearly  doubled,  to 
$2.85 — confounding  most  analysts' 
expectations.  The  company  probably 
finished  its  fiscal  year  with  earnings  of 
$3.25  a  share. 

Bodman  points  out  that  the  im- 
provement this  year  is  based  almost 
entirely  on  cost-cutting  and  says  that 
costs  will  continue  to  shrink.  C'abot's 
immediate  plans  do  not  assume  any 
pickup  in  the  economy.  Still,  the  le- 
verage from  an  economic  pickup, 
should  one  come,  is  impressive.  Op- 
penheimer's  William  Hyler  estimates 
that  a  price  increase  of  just  1  cent  per 
pound  for  carbon  black  would  in- 
crease Cabot's  net  income  by  90  cents 
per  share. 


Meanwhile,  new  products  emerg- 
ing from  the  refocused  r&d  are  on  the 
verge  of  contributing  to  sales  and 
earnings.  Charles  Grey,  vice  president 
of  technology'  at  Cabot,  says  new 
specialty'  blacks  for  inks  and  cables 
should  begin  contributing  next  year. 
A  new  carbon  black  for  industrial 
products  that  makes  it  easier  to  cure 
them  by  microwave  has  just  been 
introduced  in  Europe. 

In  the  safety  business,  Bodman  in 
1990  bought  the  safety  products  divi- 
sion of  American  Optical  Corp.,  a 
maker,  principally,  of  safety  goggles. 
The  division  is  also  bringing  out 
shock- absorbing  composites  to  cover 
handles  of  hammers  or  tennis  rackets 
to  decrease  the  shock  transmitted  to. 
the  hand. 

Wall  Street  is  only  beginning  to 
notice  the  improvements  Bodman  has 
made.  The  stock  has  risen  to  a  recent 
48,  but  it  still  sells  at  around  17  times 
trailing  earnings,  not  much  for  a  com- 
pany whose  earnings  are  rebounding 
nicely. 

"C^abot  is  in  shape.  Its  stock  has  yet 
to  perform,"  says  Bodman.  "But  wirli 
only  18  million  shares  outstanding, 
you  don't  have  to  do  much,  llic 
potential  impact  on  the  shareholder  is 
very  significant."  ^ 


124 


Forbes  ■  October  26,  1992 


Good  design 
IS  the  dominance 
of  the  whole 
over    the    parts 

PORSCHE  DESIGN 
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lESSORIES  Porsche  Design,  236  North  Rodeo  Drive,  Beverly  Hills,  CA  90210,  (310)  205-0095.  WATCHES  International  Watch  Company,  P.  O.  Box  1 80: 
Brooke    Road,    Winchester,    VA   22601,    (800)    432-9330.    SUNGLASSES    CARRERA    Eyewear    Fashion    Intern.    Corp.,    P.    O.    Box    100,    35    Maple    Stree 

Norwood,  NJ  07648,  (201)  767-3820. 


Nature's  spectacle  offers  such  a  richness  of  color  and  texture  th 
man  has  always  dreamt  of  stealing  some  of  its  magic.  Throughoi 
every  stage  of  civilization,  we  have  attempted  to  capture  \i\ 
mystery.  We  yearn  to  recreate  the  smooth  perfection  of  a  pearl,  tl  ^ 
brilliance  of  a  bird's  feather,  the  velvet  texture  of  a  petal,  or  tli  I 
deep  colors  of  tropical  fish.  And  today,  in  the  form  of  '^Hig» 


\\  eflectivity  Coating,"  the  engineers  at  Mazda  are  approaching  the 
^alization  of  this  dream.  ^^High-Reflectivity  Coating''  is  a  new 
ainting  process  that  sheathes  cars  in  colors  that  are  incredibly 
ep,  intense,  brilliant  and  as  smooth  as  a  mirror.  ''High- 
eflectivity  Coating/'  you  might  say,  is  a  reflection  of  a  new 

l^rfection  in  the  world  of  the  automobile. 


©  Mazda  Motor  Corporation. 


"Here  was  a  company  doing  everything  wrong,  yet  it  had  a  great 
customer  base,"  thought  Robert  Emmons  when  he  first  saw  Smart  & 
Final's  stores.  Intrigued,  he  agreed  to  run  the  company. 


Niche  guys 
finish  first 


By  John  H.  Taylor 


Smart  &  Final  store  in  Glendale,  Calif. 

It's  a  warehouse  store  for  companies  that  can't  afford  a  warehouse. 


At  first  glance  it's  hard  to  tell  just 
what  Smart  &  Final's  retailing  con- 
cept is.  Each  of  the  Santa  Barbara, 
Calif.-based  chain's  122  supermar- 
ket-size stores  carries  over  10,000 
food-related  items.  But  the  ultralow 
prices,  concrete  floors  and  seven- 
pound  cans  of  baked  beans  make  it 
seem  more  like  a  warehouse  oudet 
than  a  grocery  store. 

In  fact,  Smart  &  Final  has  found  an 
interesting  niche  in  the  food  retailing 
industry.  More  than  60%  of  Smart  & 
Final's  sales  are  to  small  businesses, 
church  groups  and  community  orga- 
nizations. It  sells  six-pound  packages 
of  ground  beef  to  taco  stands;  coffee 
supplies  and  shampoos  to  beauty  par- 
lors; napkins  and  hamburger  rolls  to 


catering  trucks;  tomato  sauce  to  pizza 
shops.  In  effect,  it's  a  warehouse  store 
for  outfits  so  small  that  they  can't 
afford  a  warehouse.  The  paying  public 
is  also  welcome,  of  course. 

This  year  Smart  &  Final  stores  in 
California,  Arizona  and  Nevada  will 
generate  sales  of  about  $750  million 
and  likely  earn  nearly  $14  million,  or 
$1.05  a  share.  Since  1986  sales  have 
grown  at  a  compounded  annual  rate 
of  nearly  15%,  while  profits  have 
climbed  25%.  Its  1.8%  net  margin  is 
slighdy  better  than  Price  Club's  1 .7% 
but  dwarfs  Safeway's  0.4%. 

Smart  &  Final  is  run  by  Robert 
Emmons,  a  former  college  business 
professor,  published  poet  and  long- 
time food  industry  executive.  Around 


headquarters,  Emmons,  58,  is  re- 
ferred to  as  "the  keeper  of  the  niche." 

Emmons  came  to  the  business  by 
accident.  In  1984  he  was  49,  had  just 
sold  a  food  manufacturing  business 
he  had  a  large  stake  in  and  had  retired 
to  Santa  Barbara.  But  less  than  three 
months  into  retirement,  Emmons  was 
asked  to  take  over  Smart  &  Final  (it 
was  then  called  Thriftimart)  by  An- 
toine  Guichard,  head  of  a  French  food 
conglomerate  that  was  in  the  process 
of  buying  the  company  for  about 
$120  million.  Guichard  knew  Em- 
mons from  a  consulting  job. 

At  the  time,  Thriftimart  operated 
44  conventional  supermarkets  and  82 
Smart  &  Final  stores,  mostiy  in  south- 
ern California.  Emmons  remembers 
being  puzzled  when  he  first  saw  the 
Smart  &  Final  stores:  "There  were 
hand-lettered  signs  identifying  the 
merchandise,  cases  were  thrown  on 
the  shelves,  the  freezers  were  old  and 
beat  up — and  yet  they  were  doing 
$230  million  in  sales.  That's  what 
intrigued  me.  Here  was  a  company 
doing  everything  wrong,  yet  it  had  a 
great  customer  base." 

Emmons  agreed  to  take  the  job  for 
two  years  (that  was  eight  years  ago)' 
and  quickly  disposed  of  the  conven- 
tional Thriftimart  stores.  He  changed 
the  company's  name  to  Smart  &  Final 
(after  two  of  the  company's  founders, 
J.S.  Smart  and  H.D.  Final).  And  he 
turned  the  tawdry  and  rundown 
stores  into  spotiess  and  lively  food 
emporia,  with  merchandise  laid  out 
warehouse  style  in  easy-to-follow  pat- 
terns. The  stores  are  divided  into 
clearly  marked  sections:  paper  prod- 
ucts, frozen  food,  dry  grocery  (cere- 
als, rice,  canned  fruits,  etc.),  bcvcr- 
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the  Option 
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Y^antto 

Immmerdown 

investment 

security? 

Investment  security 
and  profit  opportunities 
are  goals  of  most  investors. 
Stock  options  may  hielp  you 
achieve  those  goals. 
Because  options  provide  things 
that  bank  accounts  can't,  insurance  can't, 
CDs  can't,  money  markets  can't, 
mutual  funds  can't,  and  bonds  can't. 
Namely  options  give  you 
investment  options.  And  that  mgkes 
options  a  uniquely  versatile  and  valuable 
investment  tool -one  that's  used 
by  individual  investors  as  well  as  many  of 
the  world's  largest  institutions. 
But  do  you  know  what  a  stock  option  is? 
Do  you  know  the  best  way  to  utilize 
the  Options  Tool? 
Today,  options  are  traded  on  more  than 
1,000  stocks-from  blue-chip  issues 
of  the  nation's  major  firms 
to  middle-capitalization, 
high-growth  equities. 


Want  to 
pry  up 
new 
profits'? 

Do  you  know  how  to  use 

the  Options  Tool's  flexibility, 

diversification  and  control? 

We'll  send  you  a  Free 

instruction  videotape  and  options  guide 

plus  an  options  disclosure  document 

to  help  you  decide  whether  to  add 

the  valuable  options  tool 

to  your  investment  equipment. 

Options  involve  risk 

and  are  not  for  everyone. 

But  if  you  seek  options,  call  now! 

With  the  Options  Tool, 

you  might  hit  your  investment  goals 

righton  the  head! 

Call  novNT  for  your  valuable  Free 
videotape  ''The  Options  Tool- 
Understanding  Stock  Options/ 
plus  a  Free  options  guid-e 
and  options  disclosure  document. 

1-800-938-TOOL 


The, 

Options  Industry 

Council 

American  Stock  Exchange 
Chicago  Board  Options  Exchange 
New  York  Stock  Exchange 
Pacific  Stock  Exchange 
Philadelphia  Stock  Exchange 
The  Options  Clearing  Corporation 
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Redefining  TVansportation:  People  on  the 


move  expect  to  travel  on  time,  with  maximum 


Orlando  International  Airport  People  Mover 


I 


safety,  comfort  and  convenience.  Transportation 


system  operators  expect  the  same. 


Hartsfield  Atlanta  International  Airport  People  Mover  Operation  and  Maintenance 


and  rely  on  equipment  to  perform 


at  its  best  even  when  conditions  are  most 


Las  Collnas,  near  Dallas,  Texas,  Urban  Center  People  Mover  ■  • 


demanding.  That's  why  they  count  on  technology 


Seattle  Dual  Mode  Bus 


from  AEG  Westinghouse  Transportation  Systems, 


Their  confidence  in  us  has  made  us  a  world 


San  Francisco  Bay  Area  Rapid  Transit 


leader  in  electric  propulsion  and  automatic  train 


Buffalo  Light  Rail  Transit  Vehicle 


control  for  mass  transit  applications,  and 


the  number  one  supplier  of 


Touch-Screen  Automatic  Train  Control 


automated  people  mover  systems. 


Call  (908)  204-8959  to  see  how  AEG  can 


redefine  transportation  for  you. 


Downtown  Miami  Metrorail  (top)  and  Metromover  (bottom) 


AEG  Corporation, 


AEG 


Member  of  the  Daimler-Benz  Group 
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Smart  &  Final 


Smart  &  Final  Chief  Executive  Robert  Emmons 

"When  your  business  kicks  off  only  3%  on  sales,  you  can't  afford  mistakes." 


ages  and  janitorial  supplies. 

But  most  important,  he  didn't 
change  the  chain's  biggest  draw,  its 
low  prices.  Want  500  napkins  or  gal- 
lon jugs  of  industrial  cleaner.''  Smart  & 
Final  was  recendy  charging  $3.65  and 
$4.95,  respectively.  They're  $6.15 
and  $7.99  at  a  rival  Price  Club.  And 
most  Smart  &  Final  stores  are  within  3 
miles  of  their  business  customers — 
which  encourages  Emmons'  small 
business  customers  to  think  of  Smart 


&  Final  as  their  own  storeroom. 

Emmons'  toughest  task?  A  four- 
year  batde  to  get  his  400  warehouse, 
trucking,  mainterwnce  and  clerical 
employees  to  decertify  five  unions. 
During  a  strike  in  1988  he  had  to  hire 
a  bodyguard,  and  still  winces  at  the 
memory  of  bringing  his  wife  and  new- 
born son  home  from  the  hospital  in 
1989  as  union  pickets  marched  in 
front  of  his  house. 

Emmons  made  sure  to  share  the 


fruits  of  his  victory  with  his  workers. 
At  each  store  fiiU-time  employees  get 
to  diwy  up  10%  of  the  stores'  pretax 
profit  every  month. 

During  the  last  two  years  Emmons 
has  been  actively  courting  the  general 
public.  When  restaurant  sales  slowed 
during  the  recession — drying  up  one 
of  his  best  sources  of  business — Em- 
mons stepped  up  his  advertising  on 
radio  and  in  local  papers.  He  opened 
all  the  stores  on  Sundays.  Sales  to 
individuals  have  risen  to  38%  of  total 
revenues  fi-om  34%  in  1989.  And  at  a 
time  when  same -store  sales  are  flat  or 
declining  at  many  food  retailers. 
Smart  &  Final's  same-store  sales  are 
up  10%  this  year. 

Private -label  brands."  Emmons  has 
cleverly  expanded  Smart  &  Final's 
line.  Although  those  brands — Iris, 
Montecito,  Table  Queen  and  Smart 
Buy — account  for  only  10%  of  all  the 
items  stocked  in  each  store,  they  rep- 
resent 23%  of  all  sales.  And  because 
the  gross  margins  are  greater  than  on 
national  brands,  they  represent  30% 
of  profits. 

Emmons  and  Smart  &  Final's 
French  owners  have  been  well  com- 
pensated for  their  efibrts.  Last  year 
the  owners  paid  Emmons  $10  million 
as  part  of  a  partnership  agreement.  In 
June  1991  Smart  &  Final  paid  the 
French  a  $69  million  dividend,  then 
raised  $100  million  the  next  month  in 
a  public  offering.  The  French  still  own 
half  the  company's  13  million  shares. 
Emmons'  10%  of  Smart  &  Final's 
stock  cost  him  $8 .4  million  and  is  now 
worth  $23  million,  based  on  the  re- 
cent price  of  $21  a  share,  $2  more 
than  last  year's  offering  price. 

Not  that  Emmons  has  any  plans  to 
re-retire.  He  says  he  plans  to  open  50 
new  stores  over  the  next  three  years, 
mosdy  in  California.  After  that,  it's  on 
to  Texas. 

In  a  way,  Emmons  is  a  lot  like  the 
customers  he  serves:  scrounging  for 
every  penny  and  fretting  that  his 
stores  aren't  as  eflficient  as  they  could 
be.  Emmons  recently  clamped  a  hir- 
ing freeze  on  administrative  person- 
nel and  began  installing  point-of-sale 
terminals  and  scanners  to  learn  still 
more  about  his  customers. 

"When  you  have  a  business  that 
kicks  off  only  3%  pretax  on  sales,  you 
can't  afford  any  mistakes,"  he  says. 
"Ever."  ^ 
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A  promise  never  to  say,  "Cnris,  I  mean  Bonby,  I  mean  TimV 


A  promise  matcnin^  sailor  suits  will  never  come  near  your  closet. 


A  promise  to  be  tbere  ror  you.  And  you.  And  you. 


Nothing  mnas  us  one  to  the  other  like  a  promise  kept.  Nothing  divides  us  like  a  promise  hroken.  At  MassMutual 
we  believe  in  keeping  our  promises.  That  way  all  the  lamilies  and  businesses  that  rely  on  us  can  keep  theirs. 


ei992  Massachusetts  Mutual  Lite  Insurance  Co  .  Springlield  MA  01111 


MassMutual^ 

We  help  you  keep  your  promises. 


-«"i^l 


i 


With  regulators  changing  the  rules 
of  the  game,  more  and  more  utilities 
are  trying  to  lower  their  sales. 

Demand-siders 


By  Paul  Klebnikov 


Pacific  Gas  &  Electric  plans  to 
invest  $2  billion  this  decade  to  en- 
courage its  customers  to  use  electric- 
ity' more  efficiendy.  By  giving  out 
rebates  and  credits  for  the  installation 
of  better-insulating  windows,  com- 


pact fluorescent  lights,  industrial  mo- 
tors with  variable -speed  drives  and 
other  energy-efficient  equipment, 
PG&E  hopes  to  cut  growth  in  electric- 
ity demand  by  75%,  or  the  equivalent 
of  2,500  megawatts  of  new  capacity. 


To  build  that  much  generating  capac- 
it)'  would  cost  around  $5  billion  at 
today's  prices — assuming  the  plants 
could  make  it  through  the  environ- 
mentalists' gauntiet. 

PG&E  is  not  alone.  It  is  one  of  many 
electric  utilities  that  are  investing 
large  sums  in  so-called  demand-side 
management. 

How  do  utilities  get  a  return  on 
these  investments?  That's  a  subject 
that's  been  debated  since  the  1970s 
energy  crisis.  Under  pressure  from 
conservationists,  some  30  states,  led 
by  California,  Oregon,  New  York, 
Massachusetts  and  Maine,  have  now 
changed  utilities'  rate  structures  to  try 
to  make  demand-side  investments  as 
profitable  as  investments  in  new  pow- 
er plants.  Many  states  now  allow  utili- 
ties to  recover  their  demand-side  in- 
vestments by  including  them  in  the 
rate  base,  the  same  way  a  new  plant 
would  be  included.  In  these  cases  the 
utilities  must  capitalize  these  expendi- 
tures and  recover  them  over  a  period 
of  years.  In  other  states  they  are  al- 
lowed to  treat  them  as  operating 
costs,  and  recover  them  immediately. 

Since  demand-side  programs  es- 
sentially decrease  a  utility's  sales, 
many  states  allow  utilities  to  make  up 
for  such  "lost  sales"  by  earning  the 
same  profits  (though  not  all  the  reve- 
nues) they  would  have  received  if 
electricity  demand  had  grown  and 
been  satisfied  with  new  plants.  Anoth- 
er popular  approach,  pioneered  by 
California,  is  to  calculate  the  savings 
on  the  average  electricity  bill  resulting 
from    the    demand-reduction    pro- 


Demand-side  management: 

when  less  is  more 

Company 

DSM  pro- 

"Profits"^ 

DSM 

Operating 

Net 

5-year          Recent 

Latest 

Yield 

gram  costs 

($mil) 

program 

revenue^ 

profit'' 

ROE             price 

12-mo 

($mil) 

"margins' 

(Smil) 

(Smil) 

P/E 

- 

Consolidated  Edison 

$76 

$38 

33% 

$5,873 

$530 

12.5%            3iy4 

12.9 

6.0%    ■ 

New  England  Electric 

92 

15 

14 

2.094 

180 

11.7              38% 

12.8. 

6.0 

New  York  State  Elec  &  Gas 

26 

17 

40 

1,556 

148 

11.4              31% 

13.3 

6.6 

Niagara  Mohawk 

45 

18 

29 

3,383 

243 

8.1               19% 

12.1 

4.1 

Pacific  Gas  &  Electric 

185 

45 

20 

9,778 

1,026 

11.5              31% 

12.0 

5.5 

Puget  Sound  Power  &  Light 

42 

17 

29 

957 

113 

13.1               26y4 

12.5 

6.7 

SCECorp 

107 

4 

4 

7,503 

703 

14.4               45'/4 

12.9 

6.2 

'Compensation  for  lost  sales  and  profit 

incentives. 

^Fiscal  1991. 

Sources: 

Value  Line  via  I 

.otus  One  Source 

•  company  data 

Utilities  are  allowed  to  raise  rates  to  cover  the  cost  of  demand-side  programs,  to  compensate  for  lost  sales  and  to 
earn  an  incentive  pretax  profit.  The  profit  incentive/lost  sales  compensation  often  results  in  a  large  "margin"  on  the 
program.  All  utilities  have  different  rules,  but  for  many,  DSM  programs  add  significantly  to  overall  profitability. 
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The  Art  Of  Chi\  alry 


Electric  utilities 


gram,  and  allow  the  utility  to  earn  a 
portion  of  that — typically  15% — 
through  rate  increases.  In  other 
words,  a  utility  that  aggressively  im- 
plements a  demand-side  program 
may  end  up  with  stagnant,  or  even 
falling,  sales  but  more  profits  per  dol- 
lar of  revenues. 

As  a  result  of  these  incentives,  utili- 
ty demand-side  programs  are  grow- 
ing rapidly,  though  you  wouldn't  be 
able  to  learn  this  by  looking  at  the 
financial  statements.  In  1990  utilities 
invested  about  $1  billion  on  demand- 
side  programs.  In  1991  the  figure  was 
about  $1.5  billion;  this  year  it  will  be 
even  higher. 

"There  is  a  veritable  stampede 
across  the  countty  [into  demand-side 
investments],"  says  John  Anderson, 
executive  director  of  the  Electricity 
Consumers  Resource  Council,  an  as- 
sociation representing  companies  like 
General  Motors,  Dow  Chemical  and 
Bethlehem  Steel.  Utilities  on  the  East 
and  West  Coasts,  facing  the  most 
pressure  in  siting  new  power  plants 
and  in  getting  the  expenditures  ap- 
proved, have  led  the  charge. 

Some  utilities  have  racked  up  nice 
profits  on  their  demand-reduction  in- 
vestments (see  table,  p.  134).  PG&E 
spent  $185  million  on  its  demand- 
side  program  in  1991 ,  was  allowed  to 
recover  those  expenditures  and  get  an 
additional  $45  million  in  various  pre- 
tax profit  incentives — equivalent  to  a 
20%  pretax  margin  on  the  program. 
New  York- based  Consolidated  Edi- 
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son  had  a  a  33%  "margin"  on  its 
program.  Note,  however,  that  after 
this  year,  populist  regulators  in  Cali- 
fornia and  New  York  say  they  are 
going  to  crack  down  somewhat  on 
those  high  margins,  proving  once 
again  that  no  good  deed  should  go 
unpunished. 

Not  evetyone  loves  demand-reduc- 
tion programs.  Some  consumers  are 
unhappy  with  the  rate  increases  that 
demand-side  programs  entail,  even 
when  the  programs  also  result  in  low- 
er average  bills.  Another  criticism  has 
come  from  Anderson,  who  argues 
that  with  a  demand-side  program  a 
utility  becomes  a  "taxing  agency" 
that  subsidizes  some  customers  while 
raising  rates  for  evetybody.  That  is, 
consumers  that  are  rewarded  with 
rebates  for  making  demand -reduc- 
tion investments  come  out  ahead  at 
the  expense  of  ratepayers  in  general. 
Anderson  grouses  that  companies 
that  have  already  invested  their  own 
fiinds  in  energy-efficiency  improve- 
ments now  have  to  pay  higher  rates  to 
subsidize  the  same  improvements  for 
laggard  companies. 

But  expect  demand-side  programs 
to  continue  to  proliferate.  The  Edison 
Electric  Institute  estimates  that  over 
the  1990s  demand-side  management 
will  obviate  the  need  for  24,800 
megawatts  of  new  electricity  capacity, 
the  equivalent  of  72  coal-fired  plants. 
In  the  long  run,  using  power  more 
efficiently  is  in  evetyone's  best 
interests.  ^M 
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Four  Seasons 
Hotels 

^  are  pleasea  to 

announce  two  aaaitions  to  our 

jamily  of  fine  hotels: 

Bali 
Milan 


Hotels 

UNITED  STATES 

Austin 

Boston 

Cnicago 

Cnicago 
(Ritz-Carlton) 

Houston 

Los  Angeles 

New  York 
(The  Pierre) 

Newport  Beacn 

Pniladelpnia 

San  Francisco 

Seattle 

Washington,  D.C. 

CANADA 
Montreal 

Toronto 

Toronto 
(Inn  on  tne  Park) 

Vkncouver 

UNITED  KINGDOM 

London 
(Inn  on  tne  Park) 

JAPAN 
Tokyo 

Resorts 

Minaki,  Canada 

Nevis,  WI. 

Dallas 
(Las  Colinas) 

Maui 
(Wailea) 

Santa  Barbara 
(Tne  Biltmore) 

For  reservations,  call  your  travel  counselor,  or  in  tne  I  '.S. 
call;  (800)  332-3442;  inCanaJacali:  (800) 2(18-6282. 
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Hotels 'Resorts 


Introducing  Four  Seasons  resorts. 

The  perfect  Environment  For  relaxing 

Everything  But  Your  Expectahons. 


Nestled  in  settings  or  soul-stimng  beauty,  they  will  delight  you  with  sumptuous  guest  rooms    Mh 
or  uncommon  spaciousness.  Challenge  you  with  tournament -cauher  goU  courses.  Pamper  you  in      ^^^p^ 
marble-tiled  spas.  And  24  hours  a  day,  arrord  you  the  legendary  graciousness  or  Four  Seasons    j^  ^ 

Hotels,  where  you  are  welcomed  and  attended  to  not  merely  as  a  guest,  but  as  an  individual.  1  UUI  3lZd^LII  1^ 
Reserve  now  ror  the  resorts  where  you  will  want  ror  absolutely  nothing.  Except  another  visit.        H0tBlS*n6S0rtS 
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Politicians  may  talk  about  raising  taxes  only  for  rich 
people,  but  to  raise  any  significant  amount  of  revenue 
the  pols  would  have  to  attack  the  middle  class. 

Follow  the  money 


I 


% 
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By  Laura  Saunders 

A  NOTION  greatly  appealing  to  the 
average  voter  is  that  the  budget  could 
be  balanced  by  a  tax  increase  imposed 
at  income  levels  beginning  just  above 
his  own.  Appealing,  but  wrong,  un- 
less this  voter  happens  to  be  at  the 
extreme  low  end  of  the  income  scale. 
Income  tax  revenues  are  raised  mosdy 
from  the  middle  class,  for  the  simple 
reason  that  this  is  where  most  of  the 
country's  income  falls.  And  for  the 
same  reason,  tax  increases  raising  any 
large  quantides  of  revenue  will  have  to 
come  mosdy  from  the  middle  class. 
That  simple  fact,  illustrated  in  the 
charts  on  these  three  pages,  is  not 
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something  the  voters  are  likely  to  hear 
much  about  from  polidcians — espe- 
cially those  who  are  calling  for  tax 
increases. 

Various  soak- the -rich  tax  hikes 
have  been  talked  about,  and  one 
might  well  be  enacted  within  a  few 
years.  These  income  tax  surcharges 
are  a  good  way  to  punish  people  in  top 
brackets,  but  they  don't  do  much  to 
raise  money. 

Consider  the  provision  passed  by 
Congress  (but  vetoed  by  President 
Bush)  to  place  a  10%  surtax  on  mil- 
lionaires. Such  a  measure  would  raise 
just  $2  billion  a  year. 

Likewise,  Bill  Clinton's  proposal  to 
increase  rates  on  the  top  2%  of  income 
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Distribution  of  income.  Each 
square  represents  1%  of  total 
adjusted  gross  income,  or 
$34  billion. 


People 

Distribution  of  tax  returns  by 
adjusted  gross  income.  Each 
square  represents  1%  of  all 
taxpayers,  or  about  1  million 
returns. 
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Source:  Statistics  of  income  for  tax 
year  1990,  Internal  Revenue  Service. 
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"Don't  tax  you,  don't  tax  me,  tax  that  fellow  behind  the  tree." 
That's  how  former  Senator  Russell  Long  of  Louisiana  described 
what  the  public  wants  from  politicians.  Nice  idea,  but  it  won't 
work,  as  these  charts  show.  The  left  side  of  each  shows  how  many 
taxpayers  file  at  each  level  of  adjusted  gross  income.  The  returns 
are  pretty  well  spread  out  along  the  income  scale,  but  the  income 
is  bunched  in  the  middle.  And  so  income  tax  collections  comei 
predominantly  from  the  middle.  Whatever  the  social  merits  of  at 
soaMhe-rich  tax  system,  there  Just  aren't  enough  rich  taxpayers 
to  balance  the  budget. 
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;arners,  raise  the  alternative  mini- 
num  tax  and  place  a  surtax  on  mil- 
ionaires  would  raise  about  $20  bil- 
ion.  Compare  those  numbers  with 
he  deficit,  which  will  exceed  $300 
million  for  the  fiscal  year  just  ended. 

Now  look  at  the  charts,  which  give 
I  snapshot  of  the  individual  income 
ax  for  the  year  1990,  the  latest  avail- 
ible  statistics.  We  have  plotted  the 
distributions  of  people,  income  and 
axes.  The  distribution  of  tax  returns 
[sec  the  chart  labeled  "People")  fol- 
lows a  predictable  pattern.  When  in- 
ome  ranges  are  shown  on  a  ratio 
scale,  on  which  $10,000  is  equidis- 
tant from  $5,000  and  $20,000,  the 
population  spreads  out  along  the  fa- 
miliar bell-shaped  curve  of  statistics, 
except  that  there  is  some  skewing 
toward  the  low  end  of  the  scale. 

Now  look  at  the  chart  labeled 
'Money."  Again,  the  distribution 
follows  a  bell  curve,  but  one  far  more 
concentrated  in  the  middle.  In  other 
words,  most  of  the  income  in  this 
country — almost  60%  of  it — is  earned 
by  people  with  incomes  between 
$20,000  and  $100,000.  If  the  budget 

Where  the  tax  burden  falls 


is  going  to  be  balanced  or  the  govern- 
ment expanded,  these  people  in  the 
middle  are  the  ones  who  are  going  to 
be  made  to  pay. 

Note  that  half  of  all  returns  show 
income  less  than  about  $19,000.  All 
told,  this  group's  income  accounts  for 
about  12%  of  total  adjusted  gross 
income.  But  its  share  of  the  tax  bur- 
den is  much  smaller,  only  about  5%  of 
the  total.  If  you  doubled  taxes  on  the 
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poorer  half  of  the  country,  you  could 
collect  only  an  extra  $20  billion  or  so, 
and  this  from  people  who  could  scarce 
afford  it. 

At  the  other  end  of  the  scale,  less 
than  1%  of  all  returns  showed  income 
greater  than  $200,000.  These  people 
declared  only  13%  of  all  income  but 
paid  23%  of  all  income  taxes.  Double 
their  income  tax,  and  you  would  col- 
lect only  $105  billion  in  extra  reve- 
nues— assuming  that  these  high  earn- 
ers didn't  respond  by  moving  to  Ber- 
muda or  not  working  as  hard. 
Increase  the  top  rate  from  31%  to,  say, 
38%,  and  the  extra  revenues  would 
come  to  about  $20  billion  a  year. 

While  most  returns  pile  up  at  the 
bottom,  most  of  the  income  is  in  the 
middle.  About  18%  of  returns  show 
income  between  $40,000  and 
$75,000,  yet  this  group  accounts  for 
30%  of  all  income  and  30%  of  all  taxes. 

This  middle  group  is  also  the  heavi- 
est overall  user  of  the  deductions  for 
mortgage  interest  and  local  property 
taxes.  That's  why  cutting  these  de- 
ductions would  be  very  unpopular. 

One  deduction  whose  benefits  are 
skewed  heavily  toward  the  rich  is  the 
one  for  charitable  contributions.  But 
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Distribution  of  income  tax  collections. 
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paid,  or  $4.5  billion. 
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Distribution  of  tax  returns  by 
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payers, or  about  1  million  returns. 
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Source:  Statistics  of  income  for  tax  year  1990, 
Internal  Revenue  Service. 
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Tax  burden 

Who  deducts  what? 

These  charts  show  how  different  income 
groups  use  four  popular  tax  deductions. 
Each  square  represents  1%  of  the  total 
deductions  claimed,  plotted  against 
adjusted  gross  income.  Note  that 
the  deductions  for  mortgage  interest 
and  property  taxes  are  most  heavily 
used  by  the  middle  class,  and  therefore 
politically  sacred.  The  rich, 
by  contrast,  make  the  most  use 
of  the  charitable  and  state 
income  tax  deductions.  Cutting  the 
charity  deduction  imperils  museums, 
colleges  and  churches,  while  limiting 
the  state  income  tax  deduction  hurts 
high-tax  states. 


limiting  this  writeoff  wouldn't  neces- 
sarily make  the  middle  class  better  off, 
if  it  meant  that  colleges  got  fewer 
donations  and  had  to  raise  their  tu- 
ition charges.  And  it  would  make  lots 
of  poor  people  much  worse  off. 

The  ver}'  rich  are  also  heav\'  users  of 
the  deduction  for  local  income  taxes. 
Cutting  this  deduction  presents  big 
problems  for  politicians:  It  would  be  a 
huge  effective  tax  increase  on  people 
and  businesses  living  in  those  states, 
like  California  and  New  York,  with 
the  most  expansive  governments  and 
progressive  tax  systems. 

One  thing  that  the  charts  don't 
show,  and  that  the  income  tax  laws 
don't  recognize,  is  the  geographic 
distribution  of  salaries.  An  income  of 
$100,000  would  make  a  family  in 
Nebraska  very  well  off.  But  the  same 
money  in  the  suburban  Philadelphia 
town  of  Abington  doesn't  go  as  far.  A 
family  consisting  of  two  Abington 
schoolteachers  and  their  children 
would  have  an  income  above 
$100,000,  yet  they  probably 
wouldn't  consider  themselves 
wealthy. 

Keep  all  this  in  mind  as  the  elections 
approach  and  the  political  blather  in- 
creases. As  economist  and  former 
Treasury  official  Eugene  Steuerle 
notes,  "We  may  opt  for  a  more  pro- 
gressive tax  system,  but  we  shouldn't 
pretend  that  it  would  be  sufficient  to 
fund  our  large  social  programs."  Or 
put  it  this  way:  Politicians  may  talk 
about  raising  taxes  on  "the  rich."  But 
if  they  want  to  fLind  expensive  new 
programs,  they  have  to  soak  the  mid- 
dle class.  ^M 
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Liberty  Mutual  Presents: 
Great  Assumptions  In  History. 

"Look!  They've  surrendered." 


Making  the  wrong  assumption  could  cost  you 
the  battle.  For  instance,  most  buyers  assume 
there's  nothing  anyone  can  do  to  battle  rising 
workers  compensation  costs.  Liberty  Mutual  cus- 
tomers know  that's  not  the  truth. 

Liberty's  answer  to  controlling  workers  com- 
pensation costs  is  a  unique  six-step  program  we 
call  the  Continuum  of  Care.  An  approach  that  bet- 
ter manages  your  claim  costs.  From  pre-accident 
consulting  to  disability  management,  it  uses 
proven  methods  to  reduce  or  even  eliminate  costs. 

How? 

Liberty  has  over  80  years  of  experience 
gathered  into  one  of  the  industry's  most  compre- 


hensive databases.  A  powerful  tool  that  has 
allowed  Liberty  to  pioneer  new  loss  pr^'vention 
techniques  and  develop  cost-effective  treatment 
protocols  for  workplace  injuries.  With  it,  we're 
better  able  to  identify  what's  a  legitimate  claim 
and  what  isn't. 

The  Continuum  of  Care  will  work  for  you 
regardless  of  the  way  you  pay  for  your  workers 
compensation  costs.  So  there's  no  reason  to  sur- 
render to  the  high  cost  of 
workers  compensation.  Call 
your  Liberty  Mutual  office 
today.  And  find  out  more  LIBERTY 
about  Continuum  of  Care.        MUTUAL 
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Hyundai:  Your  Gl 


Hyundai  has  grown  into  one  of  the  largest  and  most 
innovative  industrial  business  groups  in  the  world. 
We  design  and  manufacture  cars,  ships  and  machine 
industrial  plants  and  petrochemicals,  robots,  compii' 
and  telecommunications  systems. 
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undai  is  involved  in  over  30  different  business  areas, 
if  you  are  looking  for  a  strong  partner  who 
turn  your  business  venture  into  a  great  success, 
utjet  with  us  at  Hyundai, 
jether  we  can  build  the  future. 
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The  folks  at  the  Bank  of  Boston  forgot  their  hometown 
was  no  longer  the  hub  of  the  universe.  They've  learned 
their  lesson.  They  must  take  care  not  to  learn  it  too  well. 

Repentance 


By  Rita  Koselka 

"WE'VE  GOTTEN  an  atmosphere 
where  everyone  is  too  worried  about 
making  mistakes,"  acknowledges  Ira 
Stepanian,  Bank  of  Boston's  5  5 -year- 
old  chief  executive.  Most  bank  execu- 
tives could  make  similar  statements  in 
these  days  of  lending  retrenchment 
and  tighter  loan  conditions.  It  applies 
with  particular  force  to  the  $33  billion 
(assets)  Bank  of  Boston,  which  had  a 
fairly  close  brush  with  insolvency  be- 
cause of  bad  loans  and  a  sick  New 
England  economy. 

But  after  several  years  of  shrinking 
assets — down  20%  since  1989 — Bank 
of  Boston  is  comfortably  in  the  black 


this  year  and  ready  to  start  growing 
again.  It  has  said  it  is  prepared  to  make 
$3  billion  in  new  loans  to  local  busi- 
nesses in  all  the  New  England  states. 
The  buzzword  today  around  Bank 
of  Boston  is  community  lending. 
That  means  focusing  on  small  busi- 
nesses, home  mortgages,  personal 
loans.  It  means  cutting  back  its  ambi- 
tious plans  of  becoming  an  aggressive 
specialty  lender  on  a  nationwide  basis, 
which  hurt  it  badly  in  the  1980s, 
leading  to  horrendous  losses  on  com- 
mercial real  estate  loans  in  New  En- 
gland, Texas  and  Florida,  and  on 
loans  to  finance  leveraged  buyouts. 
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Bank  of  Boston  Chief  Executive  Ira  Stepanian  and  President  Charles  Gifford 

"We've  spent  a  lot  of  time  looking  in  the  mirror.  We'll  never  go  through  this  again." 
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Earlier  it  took  big  writeoffs  on  Latin 
American  loans.  To  its  credit,  Bank  of 
Boston  was  among  the  first  to  ac- 
knowledge that  most  of  its  Third 
World  loans  were  worthless. 

New  England  had  always  been  too 
small  a  pond  for  this  blue-blooded 
fish.  "Boston  has  always  thought  of 
itself  as  the  center  of  the  world,  and 
the  Bank  of  Boston  did  the  same," 
says  Nancy  Bush,  an  analyst  with 
Brown  Brothers  Harriman. 

Its  national  ambitions  in  ruins,  the 
Bank  of  Boston  is  reconciled  to  being 
a  regional  player.  Ira  Stepanian,  a 
Somerville,  Mass. -born,  Tufts-edu- 
cated Armenian-American  who  has 
spent  most  of  his  working  life  at  Bank 
of  Boston,  became  chief  executive  in 
1987.  The  bank  that  maintains  that  it 
is  the  country's  oldest  (founded  in 
1784) — it  is  certainly  one  of  the 
snootiest — has  had  a  humbling  five 
years.  Its  nonperforming  loan  ratio 
climbed  to  6%  in  1990,  compared 
with  an  industry  average  of  3%.  Its 
stock  dropped  toward  oblivion,  trad- 
ing at  3  a  share  in  January  of  1991, 
down  from  its  1987  high  of  38. 
"Banking  used  to  be  a  very  respected 
industry;  now  it's  synonymous  with 
stupid,"  mutters  Stepanian. 

Since  1989  the  bank  has  lost  over 
$400  million,  written  off  $1.4  billion 
in  bad  loans  and  made  loan  loss  provi- 
sions for  $1 .7  billion  more.  It  stopped 
paying  dividends,  sold  its  credit  card 
division  and  cut  employees  from 
20,200  in  1987  to  16,000  today. 

All  this  was  humbling  to  a  bank, 
with  a  proud  tradition  that  still  re- 
members when  Boston  was  the  finan- 
cial center  of  America.  "When  you've 
been  here  as  long  as  we  have,  and  you 
have  such  pride  in  your  organization 
and  your  people,  we  couldn't  believe 
that  we'd  have  done  things  this 
wrong,"  says  President  C^harles  Gif- 
ford, a  blue  blood  of  the  old  school. 

Writing  oft'bad  loans  ruthlessly  and 
early,  and  slashing  expenses,  the  bank 
became  highly  liquid.  It  is  still  quite 
heavily  invested  in  liquid  financial  in- 
struments. It  has  signed  an  agreement 
with  regulators  to  make  credit  review 
officers  more  independent  of  loan 
officers.  By  the  third  quarter  of  1991 
the  bank  was  back  in  the  black,  thanks 
to  all  the  cost-cutting  and  taking  the 
bad  loans  off  its  books.  Loan  loss 
reserves  now  equal  91%  of  nonper 
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Bank  of  Boston 


THE  MONEY  MEN 


forming  loans,  well  above  the  indus- 
tr\'  average  of  84%. 

A  further  blow  to  the  bank's  pride 
came  when  it  failed  to  win  the  1991 
bidding  for  the  failed  Bank  of  New 
England,  which  the  Federal  Deposit 
Insurance  Corp.  sold  to  rival  Fleet/ 
Norstar  and  kkr,  making  Fleet  the 
largest  bank  in  New  England.  Then 
Shawmut,  the  third-largest  bank  in 
the  area,  rebuffed  Stepanian's  over- 
tures to  merge  in  January  1992. 

Sobered,  the  bank  is  concentrating 
on  its  own  backyard  and  on  expand- 
ing its  shrunken  loan  portfolio.  It  is 
not  abandoning  its  venerable  pres- 
ence in  Latin  America,  where  Banco 
de  Boston  opened  its  first  branch  in 
Argentina  in  1917.  It  is  the  largest 
foreign  bank  in  that  countn'  and  the 
third  largest  in  Brazil.  Unlike  the 
disastrous  LDC  loans  (which  originat- 
ed in  Boston),  the  local  banking  oper- 
ations have  been  ven,-  profitable. 

But  Stepanian  is  looking  closer  to 
home  for  the  main  growth.  There  is 
plent)'  of  fence-mending  to  do  first. 
Among  the  three  largest  New  En- 
gland banks,  Bank  of  Boston's  branch 
network  and  retail  franchise  is  the 
weakest.  To  shore  that  up,  Stepanian 
has  just  announced  two  transactions, 
totaling  S450  million,  to  buy  banks 
with  strong  branch  networks  in  Mas- 
sachusetts and  Connecticut. 

But  the  acquisitions  didn't  come 
cheap;  it  cost  a  premium  to  make  up 
for  years  of  neglect.  Stepanian  had  to 
pay  higher  multiples  of  book  value 
than  Bank  of  Boston's  stock  receives. 
That  dilutive  effect  has  pushed  the 
stock  back  down  from  23  a  share  in 
early  August  to  20^4  a  share  recently. 

But  competition  is  tough  and  get- 
ting tougher  in  New  England,  and 
growth  will  be  slow,  placing  a  premi- 
um on  patience.  Bank  of  Boston  offi- 
cers swear  they've  learned  their  les- 
son. "We've  learned  that  banking  is  a 
business  that  grows  at  5%,  6%  or  7%, 
not  at  15%  or  20%,"  says  Robert 
Mahoney,  head  of  corporate  lending. 
"If  we're  growing  faster  than  that,  we 
get  suspicious." 

A  commendable  determination, 
that,  and  the  reason  for  the  $3  billion 
lending  program.  The  trick  now  is  to 
avoid  going  in  the  opposite  direction 
and  becoming  so  cautious  that  it 
stunts  local  business  growth  and  the 
bank's  own  as  well.  Hi 
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A  shrink  turned  money  manager,  Gerald  Appel  shuns 
the  psychological  approach  to  investing  for  the  technical 
approach— and  does  extremely  well. 

A  seculair  bear 


By  Peter  Brimelow 

Ger.\ld  Atpel,  59,  the  pipe-smoking 
professorial  proprietor  of  the  biweek- 
ly, S225-a-year  Systems  and  Forecasts 
investment  letter,  took  a  deep  techni- 
cal interest  when  an  intrepid  Forbes 
cameraman  penetrated  the  darkest 
LxDng  Island  suburbs  to  shoot  our 
portrait  of  him.  In  fact,  he  was  able  to 
lend  him  some  equipment.  Appel  is  a 
gifted  amateur  photographer  whose 
striking  pictures  of  European  cities 
brighten  up  his  otherwise  rather  utili- 
tarian, 12-person  Great  Neck,  N.Y. 
offices. 

Recently  Appel's  ov\'n  investment 
record  has  been  coming  into  focus. 
Although  he  has  been  publishing 
since  1973,  he  promotes  only  mini- 
mally. His  Signalert  Corp.  money 
management  operation  has  no  sales- 
men, relying  on  referrals  to  attract  its 
SI 80  million  under  management. 
Appel  was  so  little  known  that  Forbes 
columnist  Mark  Hulbert's  Hulbert 
Financial  Digest  investment  letter 
monitoring  ser\ice,  based  in  Alexan- 
dria, Va.,  did  not  follow  him  at  first. 
But  now  Hulbert  reckons  that  Systems 
and  Forecasts^  stock  market  timing 
advice  is  the  best  of  all  the  letters  in 
the  HFD  viewfinder. 

Since  1983  Appel's  market  timing 
has  achieved  a  393%  appreciation. 
That  compares  with  279%  for  the 
Wilshire  5000.  And  in  doing  so,  Ap- 
pel has  incurred  some  30%  less  volatil- 
ity than  the  average  stock,  the 
academics'  proxy  for  risk.  Hulbert 
argues  (see  column,  p.  299)  that  this 
combination  of  long-term  total  re- 
turn and  consistently  efficient  use  of 
risk  is  a  significant  predictor  of  suc- 
cessfiil  fijture  performance. 

Appel  supplements  his  market  tim- 
ing with  portfolio  recommendations. 
Over  the  years  he  has  shifted  almost 
completely  from  specific  securities  to 
using  no-load  mutual  funds  to  imple- 


ment his  strategy',  topped  off  with  the 
occasional  financial  derivative.  He  has 
experimented  with  several  approach- 
es— once,  for  example,  battening 
onto  Fidelity's  hourly  priced  sector 
funds  so  successfijlly  that  the  manage- 
ment apparently  found  trading  diffi- 
cult and  abruptly  abolished  the  free 
hourly  pri\'ilege. 

Appel's  calm  demeanor  and  delib- 
erate, slighdy  impeded  speech  may  be 
a  professional  as  well  as  a  personal 
attribute.  He's  a  trained  psychoana- 
lyst (New  York  Universit)'  and  the 
National  Psychological  Association 
for  Psychoanalysis,  under  Freud's  pu- 
pil Theodore  Reik).  "I  have  a  certifi- 
cate that  says  I'm  sane,"  he  jokes 
quietly,  having  completed  five  years 
of  mandatory  fiill-scale  analysis  him- 
self In  the  investment  letter  business, 
it  can't  hurt.  Appel  still  sees  a  few 
longtime  patients  for  some  ten  hours 
a  week. 

But  he  shrugs  and  his  liquid  brown 
eyes  roll  up  into  his  silver  thatch  when 
he's  asked  about  efforts  to  apply  psy- 
chology' to  the  markets.  Appel's  own 
approach  is  relentlessly  quantitative 
and  systematic.  He  is  a  technician  w  ho 
tries  to  predict  the  market's  direction 
from  patterns  of  price  and  volume 
movements.  However,  the  statistical 
tests  he  applies  are  widely  regarded  as 
the  most  rigorous  in  the  industry. 

Appel  modesdy  credits  this  sophis- 
tication to  the  assistance  of  his  son,  a 
bioengineering  Ph.D.  and  M.D.  just 
finishing  his  residency  in  anesthesiol- 
ogy' at  Johns  Hopkins.  (Appel  and  his 
wife  of  36  years  also  have  a  daughter, 
a  stage  designer  and  puppeteer  in 
Manhattan's  SoHo.) 

Since  1988  Appel's  principal  weap 
on  has  been  what  he  calls  Time  Trend 
III.   It's  the  latest  in  his  series  of 
proprietary  composite  market  indica 
tors.  Elements  include  the  price  mo 
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10  BUILDTHE  COUNTRY'S 
BEST  EDUCATED  WORK 

ORCE,YOU  HAVE  TO  START 

AT  THE  BEGINNING. 


It's  easy  to  see  why  Fairfax 
County  public  schools  are  considered 
among  ihe  best  in  the  country  Over  half 
the  adults  who  live  here  are  college 
graduates.  More  than  20,000  hold  Ph.D.s. 

They  insist  that  the  public 
schools  prepare  their  children  for  life. 
And  they  mean  business. 

That's  why  the  elementary 
schools  offer  a  Japanese  immersion 
program.  The  goal  is  to  make  students 
fluent  in  Japanese  by  junior  high. 
And  by  adulthood,  more  competitive 
in  world  trade. 

That's  why  the  Thomas  Jeffer- 


son High  School  for  Science  and  Tech- 
nology has  worked  to  become 
one  of  the  leading  math  and  science 
magnet  schools  in  the  country. 

That's  why  companies  like 
TRW  Mobil,  and  Electronic  Data  Sys- 
tems actively  participate  in  the 
school-business  partnership  program. 

TTiaf  s  why  85''»  of  our  high 
school  seniors  take  the  SATs.  And  why 
over  90*  of  our  graduates  go  on  to  some 
form  of  higher  education. 

Want  to  learn  more?  Call  us  or 
send  in  the  coupon. 

You're  in  for  an  education. 


FAIRFAXCOUNTY, 
VIRGINIA 

Please  send  me  more  information  on  the  business 
advantages  of  Fairfax  County. 


n 


Name_ 
Title 


Company, 
Address 

City 

Phone 


State, 


_Zip_ 


Fairfax  0)unty  Economic  Development  Authority, 
8300  Boone  Boulevard,  Suite  450,  Vienna,  Virginia  22182 
Telephone  (703)  7900600.  Fax  (703)  893-1269.     ^„,  , 
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THE  MONEY  MEN 


Systems  and  Forecasts'  Gerald  Appel 

Innumerable  indicators,  sophisticated  statistics. 


mentum  of  the  Value  Line  and  New- 
York  Stock  Exchange  indexes,  and 
the  proportions  of  stocks  making  dai- 
ly highs  and  lows  or  advancing  and 
declining  in  price. 

Time-Trend  III  is  fairly  active.  It 
has  generated  about  80  trades  since  its 
introduction.  But  like  all  mechanical 
trend-following  systems,  it  is  vulnera- 
ble to  whipsaws — unprofitable  buy 
and  sell  signals — when  the  market  is 
moving  sideways.  Appel  has  tried  to 
compensate  for  this  by  building  in 
"continuation  models"  that  identify' 
stronger  trends  and  force  Time- 
Trend  III  to  adjust  its  horizons  to  the 
longer  term. 

His  current  research  project:  the 
Long-Term  Environmental  Risk 
Model,  which  he  hopes  will  get  trades 
down  to  about  four  a  year  without 
sacrificing  too  much  performance. 

Appel  personally  is  happy  as  a  day- 
trader:  One  of  the  seven  computer 
screens  in  his  office  is  a  data-service 
terminal  programmed  to  blink  five- 
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minute  bulletins  at  him  from  a  variety' 
of  markets  throughout  the  day.  But 
he  wants  to  develop  a  longer-term 
system,  because  he  recognizes  that  his 
subscribers'  concerted  waves  of  buy- 
ing and  selling  make  him  unpopular 
with  mutual  fund  managers,  who 
must  cope  with  large,  sudden  re- 
demptions or  large,  sudden  influxes 
of  new  money. 

Ultimately,  this  problem  could  lim- 
it the  amount  of  actively  traded  mon- 
ey that  no-load  mutual  funds  can 
handle.  Still,  Appel  says  he's  been 
pleasantly  surprised  by  their  elasticity 
so  far. 

Indeed,  Appel's  office  seems  to  be  a 
seething  statistical  cauldron.  Tech- 
niques are  constantly  being  thought 
up  by  Appel  (and,  he  is  carehil  to  add, 
his  staff)  or  are  being  tested  at  the 
behest  of  other  investment  advisers. 

Winninjj  Market  Systems,  the  first 
of  AppePs  dozen  books  (self-pub- 
lished— "there's  more  money  in  it" 
than  in  using  an  outside  publisher). 


sur\'eyed  no  fewer  than  83  such  tech- 
niques. Appel  also  markets  his  conclu- 
sions in  a  wide  range  of  stand-alone 
videotapes  and  special  research  re- 
ports with  tides  like  "The  Major  Mar- 
ket Bottom  Finder"  and  "The  Five 
Day  Power  Thrust  Trading  System" 
at  prices  from  $35  to  $2,000. 

"We're  not  a  service  for  everyone," 
says  Appel  of  his  letter  and  frequent 
telephone  hot-line  update.  "You  have 
to  be  fairly  sophisticated,  you  have  to 
be  involved,  theoretically  and  practi- 
cally." Appel  is  an  adviser's  adviser. 
His  1,300  subscribers  are  a  select 
group,  as  are  the  handful  of  advisers, 
like  the  Zwei£i  Forecasfs  Martin 
Zweig  and  Ned  Davis  Research's  Ned 
Davis,  whom  he  consults  himself. 

Paradoxically,  however,  the  experi- 
ence of  the  October  1987  crash  has 
caused  Appel  to  offer  a  more  compre- 
hensive and  less  specialized  ser\'ice. 
He  was  out  of  the  market  but  didn't 
enjoy  it  anyway — too  frightening. 
"Once  in  a  lifetime  is  enough,"  he 
explains.  Appel  now  monitors  the 
relative  strength  of  a  wide  range  of 
markets,  allocating  assets  among 
them.  "I  work  hard  to  find  people's 
risk  parameters,"  he  says  of  his  man- 
aged accounts.  "Many  of  them 
should  have  their  core  money  in 
bond  funds." 

Appel  describes  himself  as  a  secular 
bear,  in  the  sense  that  he  thinks  stock 
market  returns  in  the  1990s  must 
eventually  compensate  for  the 
above-average  returns  in  the  1980s. 
"But  as  yet  we  don't  have  any  [sell] 
signals."  His  approach  eschews 
long-term  prognostication  and  dic- 
tates that  he  let  his  system  lead  him 
step  by  step.  "We  made  money  in  the 
1970s,"  he  says  of  a  decade  that 
included  the  last  protracted  bear  mar- 
ket and  ended  with  the  Dow  indus- 
trials no  higher  than  at  the  beginning. 

C^urrently,  Appel  describes  the 
market  as  "stalemated."  Stocks  are 
expensive  by  traditional  measures  like 
price/earnings  ratios  and  dividend 
yield.  But  this  may  be  distorted  by 
unusually  low  interest  rates.  Appel 
regards  it  as  particularly  significant 
that  dividend  yields  are  now  above 
Treasury  bill  rates.  "Relative  to  other 
markets,  stocks  are  cheap."  An  inter- 
est rate  increase  could  cause  a  break. 
But  not  before  November — "I  think 
Greenspan  owes  Bush."  ^ 
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THE  PFIZER  HEALTHCARE  SERIES 


Chest  pain 
you  shouldtell 
your  doctor  about 

If  pain  or  discomfort  occurs: 

•  at  rest,  or  even  during  sleep 

•  at  varying  levels  of  exertion 

•  at  specific  times  of  the  day,  usually 
upon  waking 

•  upon  ej^siire  to  cold  temperatures 

•  under  emotional  stress 


It  may  actually  be  mixed  angina. 

Thousands  of  people  are  diagnosed  every  year  for  mixed  angina— a  medical 
problem  of  the  heart  that  requires  the  attention  of  your  doctor  Often  the 
pain  resembles  simple  heartburn,  or  shortness  of  breath,  yet  the  consequences 
are  not  so  simple.  Do  your  heart,  yourself  and  your  family  a  favor  See  your 
doaor 

For  a  poster-sized  reprint  of  this  message,  write:  Pharmaceuticals  Group, 
Pfizer  Inc,  P.O.  Box  3852A,  Grand  Central  Station,  New  York,  NT  10163. 


A  message 
in  the  interest 
of  better 
health  from 


(J^^ 


Pharmaceuticals 

A  PARTNER  IN  HEALTHCARE^ 


The  younger  generation  is  turning  from  banks 

and  full-service  brokers  to  mutual  funds  and  discount 

brokers.  Is  the  trend  irreversible? 

Tfaeinhentors 


By  Howard  Rudnitsky  and  Matthew  Schifrin 


This  spring  Merrill  Lynch  manage- 
ment sent  out  a  warning  to  its  bro- 
kers: "The  average  age  of  Merrill's 
priority  household  is  now  65  and  they 
are  not  necessarily  being  supplanted 
by  the  younger  generation  .  .  .  we  run 
a  high  risk  of  losing  accounts  to  new 
beneficiaries  over  time." 

Merrill  is  not  alone  in  this  concern. 
Among  the  big,  fiiU-service  brokerage 
houses,  there  is  growing  concern  that 
their  customer  base  is  aging  and  dying 
off.  Full-ser\'ice  brokers  are  losing  out 
to  discount  brokers  and  to  packaged 
investments  like  mutual  funds,  which 
often  produce  little  in  the  way  of  a 
continuing  stream  of  commissions. 

Merrill's  best  customers  are  at  or 
near  retirement  age,  while  discount 
brokers  like  Charles  Schwab  and 
Quick  &  Reilly  report  the  average  age 
of  their  customers  to  be  47.  Mutual 
funds,  too,  threaten.  With  assets  al- 
ready at  $92  billion  and  $185  billion, 
respectively,  mutual  fund  managers 
like  Vanguard  and  Fidelity  are  attract- 
ing many  of  the  children  of  people 
who  were  once  customers  of  the  big 
full-service  brokers.  Fidelity's  average 
client  age  is  47.  While  Vanguard's 
average  age  is  49,  it  is  coming  down. 
Nearly  half  of  Vanguard's  2  million 
clients  are  under  45.  Thus,  almost  a 
full  generation  separates  the  ages  of 
Merrill's  best  customers  and  that  of 
the  typical  fiind  buyer. 

PaineWebber  is  urging  its  brokers 
to  set  up  in-house  trust  accounts  for 
its  aging  clients.  "By  the  year  2000 
there  will  be  more  wealth  transference 
than  in  the  last  230  years,"  says  the 
president  for  retail  sales  and  market- 
ing, Joseph  Grano,  telling  his  brokers 
to  make  sure  the  wealth  is  not  trans- 
ferred to  other  handlers.  Thomas 
James  of  Florida-based  Raymond 
James  &  Associates  preaches  to  his 
brokers  the  importance  of  meeting 


with  the  children  of  their  retired  cli- 
ents for  estate  planning  sessions. 

"This  is  a  ticking  time  bomb  for  the 
brokers  and  banks  and  a  top  priorit\^ 
for  us,"  says  Roger  Servison,  Fideli- 
ty's president  of  retail  services. 

Boston  no-load  fund  company 
Scudder,  Stevens  &  Clark  has  suc- 
ceeded in  bringing  down  its  median 
client  age,  from  56  in  1988  to  49 
recendy.  Consciously  aimed  at 
achieving  this,  Scudder  television 
commercials  feature  intergeneration- 
al  dialog. 

"Mom,"  asks  the  son  watching  a 
home  movie  of  his  college  gradua- 
tion, "how  did  you  and  Dad  do  it? 
You  put  four  kids  through  college?" 
Mother  replies,  "Your  Dad  and  I  did  a 
smart  thing  a  long  time  ago.  We 
invested  in  Scudder  mutual  fiinds." 

Currently  nearly  70%  of  all  wealth  is 
in  the  hands  of  people  over  50  years 
old.  But  when  these  people  die  off, 
their  wealth  could  pass  to  a  genera- 
tion weaned  on  mutual  fiinds  and 
attuned  to  discount  brokers.  During 
the  next  20  years,  predicts  economist 
Robert  Avery  of  Cornell  University, 
as  much  as  $8  trillion  in  assets  could 
be  transferred  from  aging  or  deceased 
parents  to  the  next  generation.  These 
assets  are  not  just  in  the  hands  of  a  few 
wealthy  people:  In  recent  decades  the 
U.S.  has  created  a  whole  new  class  of 
middle-class  capitalists.  The  median 
net  worth  of  those  55  to  64  is  nearly 
$90,000  today.  Their  children  will 
inherit  lots  of  money. 

Who  will  get  to  manage  it? 

So  far,  mutual  funds  have  been  the 
big  winners.  In  just  the  past  five  years 
an  astounding  $575  billion — nearly 
50%  of  individual  investment  flows — 
has  poured  into  funds.  According  to 
the  most  recent  study  by  the  Invest- 
ment Company  Institute,  over  half  of 
fund  owners  are  under  45  years  old, 
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compared  with  14%  over  65. 

Funds,  needless  to  say,  are  less  prof- 
itable for  retail  salesmen  than  individ- 
ual stocks  are,  if  for  no  other  reason 
than  people  tend  to  hold  mutual 
fiinds  for  a  long  time.  Nevertheless, 
Merrill  brokers  like  Stanley  Heil- 
bronn  now  find  themselves  selling 
mutual  fiinds,  even  though  selling 
stocks  is  more  lucrative. 

"It  almost  makes  no  difference 
what  the  payout  is.  My  clients  want 
this,  and  I  need  to  be  competitive," 
says  27-year  veteran  Heilbronn,  who 
until  a  few  years  ago  had  never  sold  a 
mutual  fund  and  now  is  a  big  fund 
buyer  for  his  clients. 

For  Merrill,  if  not  for  Heilbronn, 
those  mutual  fund  sales  are  good 
news.  Merrill  now  has  $1 36  billion  in 
mutual  funds  under  its  management, 
providing  a  steady  and  dependable 
$900  million  a  year  in  estimated  reve- 
nues— almost  an  annuity. 

Heilbronn 's   problem — and    Mcr 
rill's — is  that  they  must  sell  load  Winds 
in  competition  with  no-loads,  which 
have  a  price  advantage  of  up  to  8'X>. 
Direct  marketers  like  Fidelity,  Van 
guard,     Dreyfus,     T.     Rowe     Price, 
Franklin  and  Scudder  sell  through  the 
mail  by  advertising  toll  free  800  num 
bers  in  the  press  and  on  television. 

As  recently  as  1 989, 67%  of  all  bond 
and  stock  mutual  funds  sold  were  soUl 
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by  commission  salesmen.  By  the  end 
of  1991  that  proportion  had  dropped 
at  least  four  percentage  points.  Each 
percentage  point  change  involves 
'over  $2  billion  in  sales  annually.  By 
the  year  2000  discount  marketers 
could  represent  well  over  half  of  such 
mutual  hind  sales.  By  then  mutual 
fund  assets  could  total  $3.5  trillion. 

More  confident  perhaps  than  their 
elders,  the  baby  boom  generation 
seems  to  require  less  hand-holding 
from  salespeople  than  their  fathers 
and  mothers  did.  "Baby  boomers  see 
professionals  as  counselors,  while  old- 
er people  are  more  likely  to  see  them 
as  priests.  That  has  ramifications  for 
all  kinds  of  industries,"  says  Brad 
Edmondson,  editor-in-chief  of 
American  Demographics  Magazine. 

"While  their  parents  used  brokers 
or  banks,  the.  younger  generation  is 
less  likely  to^do  so,"  says  Howard 
Stein,  chairman  of  $86  billion  Drey- 
ftis  Corp.  An  American  Banker/Gal- 
lup survey  recendy  revealed  that  24% 
of  bank  customers  have  litde  or  no 
confidence  in  the  banking  system, 
compared  with  12%  in  1988.  No  sur- 
prise that,  considering  the  widespread 
publicity  about  bad  loans  and  failing 
banks  and  s&ls. 

Requiring  less  hand-holding,  the 

vounger  generation  seems  more  will- 

!ig  to  save  money  by  using  discount 
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brokers.  The  American  Association  of 
Individual  Investors  reports  that  over 
70%  of  their  members  under  45  years 
old  now  use  discount  brokers,  versus 
30%  for  members  over  60. 

Discounters  like  Charles  Schwab 
and  Dreyfus  aim  their  advertising  at 
younger,  educated  and  affluent  con- 
sumers. Fidelity  and  Dreyfus  will  each 
spend  over  $50  million  on  advertising 
this  year. 

Scudder,  which  was  founded  in 
1919  and  already  has  a  grip  on  the 
older  generation  through  an  alliance 
with  the  American  Association  of  Re- 
tired Persons,  is  even  targeting  grand- 
children. Scudder's  new  Tuition 
Builder  account  encourages  annual 
gifts  to  grandchildren  by  investing 
money  in  Scudder  mutual  fiinds  de- 
signed to  pay  for  college  education. 

A  good  part  of  the  younger  genera- 
tion's wealth  will  be  vested  in  401  (k) 
and  403(b)  defined-contribution 
pension  plans.  In  the  battle  for  this 
market,  large  fiind  management  com- 
panies have  already  gained  a  20% 
share  of  this  low-margin  but  vast  busi- 
ness. Defined-contribution  plans  are 
expected  to  grow  threefold,  to  $1 
trillion,  within  the  decade. 

Mutual  fimd  managers  are  count- 
ing on  retaining  the  loyalty  of  401  (k) 
clients  when  many  of  these  clients 
inherit  lump  sums  that  require  invest- 


ment. "It's  a  great  source  of  introduc- 
tion to  a  whole  bunch  of  people  who 
are  right  now  in  the  net  spending 
stage  with  kids  and  houses,"  says 
Vanguard  Group  President  John 
Brennan.  "Right  now  company  re- 
tirement plans  are  the  only  place 
where  they  are  accumulating  capital. 
Without  401(k)s,  millions  of  people 
wouldn't  know  us." 

Don't  write  off  the  bankers  and 
brokers.  They  are  fighting  back.  Mer- 
rill has  long  been  noted  for  its  market- 
ing savvy,  and  it  clearly  hasn't  lost  it. 
Recently  Merrill  introduced  a  pro- 
gram called  Parent  Power,  aimed  di- 
rectly at  forming  intergenerational 
ties  with  clients.  The  program  allows 
well-heeled  parents  to  use  collateral  in 
Merrill  Lynch  Cash  Management  Ac- 
counts as  additional  collateral  against 
a  100%  mortgage  loan  to  offspring. 

The  nation's  biggest  retail  broker 
has  corralled  $11  billion  into  Merrill 
Lynch  Trust  operations.  Says  Jerome 
Kenney,  executive  vice  president  of 
corporate  strategy  at  Merrill  Lynch, 
"Most  of  the  accounts  we  lose  each 
year  are  to  death.  Our  client  dies  and 
our  brokers  find  out  that  the  will 
directs  the  money  to  an  outside  trust 
account.  It  is  not  a  question  of  wheth- 
er they  like  Merrill  or  not,  the  mon- 
ey's gone."  The  purpose  of  the  trust 
department  is  to  give  the  inheritors  a 
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Financial  services 


Who  has 
the  wealth 


'Based  upon  simulated  median 
net  worth  for  U.S.  households  in 
1990  by  age  of  head  of  household. 
Source:  Investment  Company  Institute 


Who  handles 
the  money 
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Sources:  Upper  Analytical  Services,  Inc.;  Sanford  C.  Bernstein  &  Co.,  Inc. 


Seniors  control 
most  of  the  wealth 
now,  but  eventu- 
ally it  will  pass 
to  the  baby 
boomers.  They 
are  likely  to  be 
the  nation's  firsts 
generation  inherit- 
ing substantial 
wealth. 


With  the  excep- 
tion of  Los 
Angeles-based 
Capital  Research, 
whose  mutual 
funds  are  sold 
exclusively  by 
brokers,  the 
no-load  fund 
managers  are 
clearly  winning 
the  battle  to 
gather  assets. 


way  to  leave  the  trust  money  in  Mer- 
rill's care  for  the  long  run. 

Bank  trust  departments  and  the 
fees  they  generate  are  one  of  the  last 
strongholds  banks  have  in  the  inter- 
generational  battle.  One  trillion  dol- 
lars still  sits  in  bank  and  trust  company 
trust  accounts.  Can  the  banks  hang  on 
to  a  major  part  of  it? 

Only  if  they  can  better  utilize  the 
expensive  but  expansive  branch  net- 
works they  already  have.  They  must 
find  a  way  to  use  their  automatic  teller 
machines  to  tap  a  younger  generation 
comfortable  with  investing  by  tele- 


phone or  computer. 

One  way  would  be  to  allow  mutual 
fund  transactions  through  bank  cards 
at  the  ATM  windows.  Fidelity's  Visa 
card  is  already  hooked  into  ATMs. 

Citicorp  already  has  its  own  propri- 
etary Landmark  mutual  fijnds.  But  to 
supplement  this.  Citibank  offers  addi- 
tional fiinds,  including  Dreyfus, 
Franklin,  Kemper  and  Putnam  at 
branch  offices.  Besides  earning  fees,  it 
helps  Citibank  retain  clients. 

"Last  year  banks  accounted  for 
over  20%  of  our  fluid  sales.  By  the  end 
of  the  decade,  I  think  the  banks  will 


surpass  the  brokers,"  says  William 
Shiebler,  managing  director  of  The 
Putnam  Cos.  in  Boston. 

Traditional  life  insurance  compa- 
nies, with  their  cosdy  distribution  sys- 
tem and  high  commission  schedules, 
may  lose  the  most  in  the  coming 
wealth  transference. 

"Most  life  insurance  companies  are 
still  in  the  death  benefit  business," 
says  Eli  Broad  of  Los  Angeles  insurer 
Broad  Inc.  Realizing  that  cosdy  old- 
line  life  products  were  a  ticket  to 
irrelevance.  Broad  is  paying  thou- 
sands of  independent  financial  plan- 
ners to  court  baby  boomers  with  vari- 
able and  fixed  annuities.  Insurer 
Kemper  Corp.  has  moved  deeply  into 
the  fijnd  business.  Fees  from  over  $70 
billion  under  management  are  ex- 
pected to  generate  $90  million  in 
1992,  or  55%  of  operating  income. 

Waiting  in  the  wings  as  fiirther 
competition  for  full-service  brokers 
and  banks  are  tens  of  thousands  of 
accountants  and  tax  preparers.  These 
have  long  been  a  big  source  of  referral 
business  for  brokers,  but  many  of 
them  now  sell  investments  them- 
selves. Ernst  &  Young  has  teamed  up 
with  Dreyfus  to  help  steer  retirement 
dollars  to  its  funds.  Even  General 
Motors,  with  its  newly  issued  credit 
card,  may  eventually  be  a  player. 

Grano  of  PaineWebber  is  confident 
that  wealthy  baby  boomers  will  want 
to  upgrade  from  no-load  funds  to 
quality  fiill-service  brokers.  "Just  be- 
cause I  started  out  driving  a  Chevy 
doesn't  mean  I  won't  buy  a  Mercedes 
when  I  get  richer,"  he  says. 

With  all  that  money  sloshing 
around  out  there  and  with  tens  of 
billions  more  piling  up  every  year, 
there  will  be  plenty  of  business  avail- 
able. But  the  Merrills  and  PaincWeb- 
bers  are  going  to  face  lots  of  new 
competition — even  in  the  Mercedes 
end  of  the  market.  Fidelity  and 
Schwab  now  market  through  finan- 
cial planners,  and  Fidelity  now  offers 
hand-holding  to  high  net  worth  cli- 
ents, even  offering  a  discounted  1% 
wrap  fee  account  for  those  investing 
more  than  $100,000. 

"There  is  going  to  be  a  brawl, 
almost    beyond    description,"    says 
Kcnney  of  Merrill  Lynch,  serving  no 
tice  on  his  competitors  that  the  old 
line  brokerage  houses  aren't  going  to 
roll  over  and  die.  ■§ 
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Selling  infant  formula  used  to  be  a 
gentlemanly  game  of  calling  on  doctors 
and  hospitals.  Now  it's  a  cutthroat  business. 

Baby  milk  wars 


By  Marcia  Berss 

Brutish  competition  is  breaking 
out  in  the  $1.6  billion-a-year  U.S. 
market  for  infant  formula.  The  com- 
batants: Abbott  Laboratories,  Bristol- 
Myers  Squibb,  American  Home 
Products  and  Nestle  S.A.'s  Carnation 
Co.  Of  the  four,  Nestle/Carnation 
has  the  most  to  gain,  Abbott  the  most 
to  lose. 

Infant  formula  used  to  be  marketed 
solely  as  a  pharmaceutical  product. 
The  producers'  salespeople  called  on 
pediatricians,  who  recommended  one 
product  or  another  to  young  moth- 
ers, who  bought  whatever  the  doctors 
ordered  at  their  local  drug  and  gro- 
cery stores.  At  the  request  of  the 
American  Academy  of  Pediatrics, 
there  was  no  direct  consumer  market- 
ing of  infant  formulas;  the  pediatri- 
cians' group  feared  that  advertising 
would  encourage  mothers  to  switch 


from  breast-feeding  to  using  infant 
formulas.  (The  latter,  agree  pediatri- 
cians, are  nutritionally  inferior  to 
mother's  milk.) 

This  comfortable  littie  marketing 
system  was  first  shaken  in  1988,  when 
the  federal  government  directed  the 
states  to  buy  all  their  infant  formula 
from  one  manufacturer,  to  get  lower 
prices.  This  was  a  serious  shock.  The 
states  purchase  about  35%  of  all  for- 
mula via  the  Women,  Infants  and 
Children  (wic)  program.  The  pro- 
grams had  allowed  mothers  to  obtain 
whatever  brand  formula  their  doctors 
recommended.  But  suddenly,  the  for- 
mula makers  found  themselves  com- 
peting direcdy — and  on  price — for 
WIC  contracts. 

Enter  Carnation,  which  was  pur- 
chased by  Nesde  in  1985.  Carnation 
had  never  been  a  factor  in  the  infant 


formula  business.  But  as  competition 
flared  after  1988,  Carnation  decided 
to  get  into  the  market.  It  did  so  by 
aggressively  marketing  its  Good  Start 
and  Follow- Up  formulas  not  only  to 
pediatricians  but  also  directiy  to  con- 
sumers. Good  Start  and  Follow-Up 
were  essentially  the  same  product  as 
Abbott's  Similac  and  Isomil,  Bristol- 
Myers  Squibb's  Enfamil  and  Proso- 
bee,  and  American  Home  Products' 
SMA  and  Nursoy.  The  only  real  dif- 
ference: Carnation's  product  was  a 
good  deal  cheaper. 

Meanwhile,  infant  formula  caught 
the  eyes  of  trustbusters  at  the  Federal 
Trade  Commission,  who  wondered 
why  there  hadn't  been  more  competi- 
tion in  the  past.  Last  June  the  FTC 
charged  that  Abbott,  Bristol-Myers 
and  American  Home  had  fixed  prices 
for  infant  formula  in  government  nu- 
trition programs  in  1990,  and  that 
Abbott  and  Bristol  conspired  not  to 
advertise  the  product  directiy  to  con- 
sumers. American  Home  Products 
(with  around  14%  of  the  formula  mar- 
ket) and  Bristol-Myers  Squibb  (with 
30%)  immediately  settied  with  the 
government.  But  Abbott  Labs,  with 
50%  of  the  market,  is  fighting  the 
FTC's  charges. 

Whatever  happens  with  the  ftc 
suit,  the  new  competition  in  the  for- 
mula market  is  certain  to  hurt  Abbott. 


Winners  and  losers 


Company 


Recent 
price 


Latest  12-     P/E         Total       Baby  formula Price/       5-year 

month  sales        sales     %  of  total    market       cash         ROE 

EPS  ($mil)      ($mil)       sales        share        flow 


Abbott  Laboratories 

27V2 

$1.38 

19.9 

$6,877 

1,060 

15.4% 

50% 

15.9 

32.8% 

American  Home  Products 
Bristol-Myers  Squibb^ 
Carnation^ 

64% 

63 

NA 

4.63 

4.07 

NA 

14.0 

15.5 

NA 

7,079 

11,159 

7,0003 

156 

547 

65 

2.2 

4.9 
1.0 

14 

30 

6 

13.2 

14.2 

NA 

43.0 

30.7 

NA 

Sales  figures  are  for  1991.  U.S.  market  share  data  as  of  second  quarter  of  1992. 

USA.    ^Nestle  USA  revenues.    NA:  Not  applicable. 

Sources:  Value  Line  via  Lotus  One  Source;  Inforrvation  Resources,  Inc. 

'Includes  Gerber  Products  sales. 

^A  subsidiary 

of  Nestle 

As  the  marketing  of  infant 
formula  clianges,  Abbott  Labs, 
with  the  most  market  share, 
also  has  the  most  to  lose. 
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Baby  milk 


Carnation  is  pricing  its  formula  12% 
to  35%  below  Abbott's  products — 
whereas  a  16-ounce  can  of  Abbott's 
Similac  powder  goes  for  $10,  the 
same  quantity'  of  Carnation's  Foliow- 
Up  costs  around  $6.50.  And  Bristol- 
Myers,  which  licensed  the  well- 
known  Gerber  Products  name  in 
1989  to  develop  a  consumer  brand,  is 
giving  away  coupons  for  free  trial 
quantities  of  Gerber  formula  in  order 
to  build  market  share. 

Prices  in  the  big  state -controlled 
wic  sector  are  really  falling.  Example: 
Oregon  used  to  pay  the  manufactur- 
ers' fijll  wholesale  price  for  formula 
until  sole  sourcing  cut  its  formula  pro- 
curement cost  to  56%  of  wholesale. 
This  year  Oregon  and  other  states  have 
allied  for  the  first  time  to  get  yet  lower 
prices,  and  in  July  Oregon  began  pay- 
ing only  20%  of  wholesale.  To  offset 
these  cuts,  Abbott  last  year  raised  its 
consumer  prices  a  big  16%. 

Last  year  infant  formula  generated 
around  15%  of  Abbott's  $7  billion  in 
sales  and  around  20%  of  its  operating 
earnings.  But  the  competition  has 
already  pushed  operating  margins  on 
Similac  and  Isomil  ft-om  the  30%-to- 
35%  range  (better  than  Abbott's  drug 
and  hospital  supply  units),  down  to 
25%  to  30%.  Also  worrisome:  Abbott's 
share  of  the  formula  market  has  slipped 
ft-om  55%  to  50%.  Its  formula  sales  are 
growing  at  3%  a  year,  down  ft-om  10%  a 
year  through  most  of  the  1980s. 

Abbott  executives  say  the  company 
knows  how  to  market  drug  products  to 
doctors  and  hospitals.  But  they  admit 
they  don't  have  much  expertise  when  it 
comes  to  selling  directiy  to  consumers. 
Abbott's  handfiil  of  consumer 
goods — including  Murine  eyedrops 
and  Selsun  Blue  dandruff  shampoo — 
are  also-rans  in  their  markets.  Abbott 
continues  to  market  Similac  and  Iso- 
mil only  to  pediatricians. 

What  of  Carnation,  the  company 
that  ignited  the  baby  milk  wars?  It  has 
taken  only  a  6%  share  of  the  formula 
market,  but  one  knowledgeable  com- 
petitor expects  that  figure  to  climb 
rapidly.  Gerber  Products'  Chairman 
Alfred  Piergellini  led  Carnation's  for- 
mula efforts  before  joining  Gerber  in 
1989.  Says  Piergellini,  referring  to 
giant  Nestle:  "Remember  who's 
bankrolling  Carnation.  It  doesn't 
have  to  be  profitable  for  a  long  time. 
They  are  willing  to  invest."  ^M 


Even  the  most  crowded  and  competitive  businesses 
offer  opportunities  to  those  who  can  develop  some  kind 
of  an  edge.  In  a  service  business,  Osman  Siddique 
figured  out  how  to  give  extra  service  at  no  extra  cost. 

In  the  shadow 
of  American 


Express 


By  Tatiana  Pouschine 

There  are  only  32  travel  agencies  in 
the  countr)'  that  generate  more  than 
$100  million  in  revenues.  Big  corpo- 
rate business  tends  to  go  to  tra\'el 
industr)'  giants  like  American  Express, 
Carlson  Travel,  Thomas  Cook,  Ro- 
senbluth  and  U.S.  Travel  rather  than 
to  small  independents.  It's  tough 
breaking  into  this  charmed  circle. 

But  42 -year-old  Osman  Siddique  is 
tr\'ing  to  do  just  that.  His  16-year-old 
Washington,  D.C.- based  corporate 
travel  business.  Travelogue,  Inc., 
generates  $40  million  a  year  in  reve- 
nues and  is  growing  rapidly. 

Osman  Siddique  is  living  proof  that 
even  the  toughest  business  offers  op- 
portunit}'  for  those  who  can  find  a 
unique  approach. 

One  of  nine  children  of  a  Banglade- 
shi ambassador  and  university  presi- 
dent, Siddique  broke  with  his  family's 
mandarin  tradition  to  become  a  busi- 
nessman. It  started  when  he  needed 
money  to  pay  for  an  American  educa- 
tion. Working  his  way  though  Indi- 
ana University',  he  picked  up  trash  at 
the  football  stadium  and  summers 
worked  as  a  waiter,  bartender  and 
later  on  as  captain  at  a  posh  restaurant 
in  Washington. 

In  1974  he  was  equipped  with  an 
M.B.A.  and  a  fiair  for  salesmanship 
that  owed  something  to  his  diplomat- 
ic background,  something  to  his  res- 
taurant experiences.  He  joined  Met- 


ropolitan Life  in  Washington  to  help 
develop  individual  financial  plans  and 
made  sales  calls. 

It  was  a  start  on  the  American 
ladder  but  not  at  all  what  Siddique 
wanted.  Asking  himself  where  he 
would  be  in  20  years,  he  answered: 
"I'd  be  an  assistant  vice  president 
posted  somewhere  dull."  He  decided 
he  would  start  his  own  business.  In 
what.>  Well,  he  loved  travel.  In  1976 
he  scraped  together  $25,000  and 
started  a  travel  agency. 

Selling  travel  to  the  Indian  subcon- 
tinent would  have  been  the  obvious 
route  for  someone  with  his  back- 
ground and  experience,  but  Siddique 
felt  it  would  be  too  limiting.  Corpo- 
rate travel  offered  promise,  but  the 
big  accounts  were  sewn  up  by  Thom- 
as Cook  and  American  Express.  He 
decided  to  go  after  small  corporate 
clients — not  the  $50  million  account 
but  the  $300,000  account. 

To  live  frugally  he  moved  into  the 
basement  of  his  brother's  Washing- 
ton home  (his  brother  was  an  econo- 
mist at  the  World  Bank)  and  rented 
office  space  right  next  to  American 
Express.  He  hired  a  travel  agent  to 
handle  the  tariff  books  and  write  tick- 
ets while  he  hit  the  pavement  drum- 
ming up  business  for  TraNeloguc.  He 
began  with  cold  calls,  using  the  Yel 
low  Pages  for  names,  walking  into 
office  buildings  and  pitching  anyone 
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To  some  this  glass  is  half  full. 
To  our  flight  attendants  it's  definitely  half  empty 


On  every  British  Airways  flight  our  highly  trained  staff  pays  special  attention  to  even  the  smallest  detail.  So  you 
always  arrive  refreshed  and  ready.  It's  the  way  we  make  you  feel  that  makes  us  the  worlds  favourite  airline. 


British  Airways 


The  world's  favourite  airline.* . 


■.  mmjii 
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Just  because  you  have  kids  doesn't 
mean  you  have  to  drive  a  bus. 


You  are  part  of  shouldn't  be  one  of 

a  generation  that  has      them.  Which  is  why 
been  raised  and  fed      we  designed  the 
on  0-60  times,  horse-     new  Nissan" Quest"  to 
power  and  skid  pad       be  as  much  fun  to 

drive  as  the  sedan 


you  now  own. 
Slip  behind  the 
results.  And  yet  for         wheel  and  you  im- 
some  inexplicable  mediately  notice  an 

reason,  the  moment      absence  of  the  sway- 
you  have  kids,  car  ing  motion  minivans 


companies  expect 
you  to  setde  for  some 
oversized,  ungainly 
minivan  that's  about 
as  much  fun  to  drive 
as  a  bus. 

Well,  at  Nissan,  we 
believe  that  parents 
have  enough  sacri- 
fices to  make.  The 
pleasure  of  driving 

Nissan  Motor  Q/rpimUiim  in  U.S.A. 


are  known  for  A 
fi"ont  stabilizer  bar 
keeps  it  level  during 
cornering  or  lane 
changes.  And  an 
independent  front 
suspension  allows 


steering  response. 

If  you  think  the 

Nissan  Quest  has  an 

each  fi"ont  wheel  to     appetite  for  curves, 

<■ 

react  independently  however,  you'll  find 

to  the  road  surfece  it's  positively  fam- 

for  exceptional  trac-  ished  when  it  comes 

tion  control.  to  hills.  A  3.0  liter  V6 


van  has  more  stan-    r 
dard  horsepower.*   *i 
Period.  And  it's  the 
only  import  brand 
minivan  to  combine  i 
both  V6  power  and 
front-wheel  drive; 
But  perhaps  the  i 


overhead  cam  en- 
gine delivers  an 
impressive  151  hp. 
No  other  mini- 


most  importiuit  arc- 
where  the  Nissan 
Quest  performs  like 
a  sedan  is  in  safct\. 


This  uncanny 
feeling  that  you're 
driving  a  sedan  is 
further  enhanced  by 
a  sophisticated  fi"ont- 
wheel  drive  that 
is  able  to  deliver  a 
tighter  and  quicker 

Form/re  info,  call  l-HDONISSAN-  3,  mt.  51)0.  Smart  fx'opk  nbrnw  nmllfw/wf/nml.  Ami  l/iif  ahimi  imn  Ihv 


1  "  it  is  one  of  the 
minivans  that  is 

2  e  to  meet  1993 
leral  passenger- 
safety  standards^ 
A  day  filled  with 
nper  tantrums, 

I  \  ter  balloon  fights 


settle  on  a  steering  made  available  so  you 

wheel  graced  with  can  concentrate  on 

fine  leather***  Your  the  scenery  instead  of 

eyes  gaze  at  an  array  the  speedometer 

of  easy-to-read  ana-  Attention  to  ei^o- 

log  instruments.  And  nomics  is  so  complete         A  second  row  of      System  can  be  re- 


d  potty  training, 
enough  to  give  any- 
e  jagged  nerVes, 
lich  is  why  our 
curious  interior  is 
signed  to  soothe 
d  pamper 
Your  fingertips 


your  ears  are  lulled       that  the  controls  to        luxurious  captain's 
by  an  advanced  the  power  windows,      chairs"  has  been 

provided  to  keep 
your  children  from 
squirming  about. 
To  keep  them 
entertained,  the  sec- 
ond row  even  has 
its  own  set"  of  air 
conditioning  con- 
trols, headphone 
jacks  and  remote 
audio  controls. 

And  since  we 
know  how  much 
kids  enjoy  playing 
musical  chairs,  you 


AM/FM  audio  cas- 
sette system? 
Cruise  control^ 


door  locks  and  mir- 
rors have  been 
thoughtfully  nestled 
close  at  hand  in  the 
driver's-side  door.^ 
Of  course,  we 

and  an  optional  sun-    intend  to  spoil  your      our  QUEST  TRAC 
roof***  have  been         children  as  well.  Flexible  Seating 


should  know  that 


configured  up  to  as 
many  as  twenty-four 
different  ways!" 

The  new  Nissan 
Quest  offers  better 
handling  and  more 
luxurious  comfort 
than  you'd  ever  ex- 
pect from  a  minivan. 
In  fact,  it'll  make 
you  feel  like  you're 
driving  a  car 

That  is,  of  course, 
until  one  of  the  kids 
in  the  back  seat 
throws  another  tem- 
per tantrum. 


""«^»e>- 


The  New  Nissan 

Quest 

It's  time  to 
expect  more  from 


a  minivan. 

1992  model  comparison.  ** Except  models  with  privacy  glass.  ***GXE  model.  ^Optional  on  XE  model,  standard  on  GXE.  "^Optional  on  GXE  model.  "*GXE  mth  optional  2nd-row  captaini  chain. 
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The  Game 
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Since  our  entry  into  the 

^ 

golf  market,  Cross  Creek 

0 

Pro  Collection  has  con- 
tinued its  rapid  growth  as 

CrossCreck 

a  leading  resource  of 

quality  knit  shirts.  Backed 

by  57  years  of  experience, 
Cross  Creek  offers  a  full 
range  of  superior  cotton 

in 

H 

knit  shirts,  sweaters,  and 

.    T»^                                                                                                                                                            i 

shorts  created  exclusively 

m.                                                  i 

for  the  golf  market. 

1^                                                 / 

Look  for  Cross  Creek,  the 

jA^i.                ««^ 

finest  golf  apparel  made. 

9. 

P 
1 

fa 

Cross  Creek 

Pro  Collection.  Since  1935. 

The  Experience  Shows? 

CrossCreek* 

ProCollcction 
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CCrora  Ciedi  Appaid  Inc.  VMl 


::q  Jrravelogue 

available.  Like  anyone  starting  a  busi- 
icss  from  scratch,  he  met  plenty  of 
discouragement:  Only  2  out  of  every 
100  calls  resulted  in  business.  But 
idling  insurance  had  given  him  a 
:ough  hide. 

Success  did  not  come  quickly.  It 
:ook  Siddique  a  month  to  land  his  first 
iccount,  a  one-person  law  firm.  It 
:ook  three  years  to  break  even.  By 
1980  Travelogue  was  generating 
53.5  million  in  sales,  but  the  margins 
A^ere  slim;  airlines  typically  pay  travel 
igents  10%  of  a  ticket's  price. 

Then,  as  it  often  does  to  people 
mih  persistence,  luck  came  to  Osman 
siddique.  He  was  eating  lunch  in  the 
fehade  of  a  building  not  far  from  his 
affice  and  on  impulse  decided  to  call 
3n  some  of  the  offices  inside.  One  of 
Jiem  was  Booz,  Allen's  government 
iaison  ofiice.  It  was  the  wrong  office 
br  travel  business,  but  he  received  a 
dp:  Booz,  Allen  was  unhappy  with  its 
ravel  agent. 

Siddique  won  the  $2  million  ac- 
;ount  in  bidding  against  17  competi- 
tors. Tapping  a  bank  credit  line,  he 
lired  four  travel  agents,  placing  sever- 
il  inside  Booz,  Allen's  office  building. 
The  expansion  was  a  gamble:  Booz, 
\llen  had  warned  him  that  in  two 
/ears  he  would  automatically  lose  the 
iccount,  because  the  firm  had  done  a 
>tudy  showing  that  after  two  years 
ervice  levels  drop  off"  sharply. 

Twelve  years  later  the  nattily 
iressed  Siddique  still  has  the  account, 
low  worth  about  $5  million. 

What  was  the  edge  that  enabled 
lim  to  hold  this  account  and  win  so 
nany  others  against  powerfial  compe- 
titionJ"  Highly  personalized  service  at 
lo  extra  cost.  His  domestic  fares  aver- 
ige  $330;  his  international  fares, 
$900.  The  average  domestic  business 
are,  by  comparison,  is  between  $425 
and  $450,  the  average  international 
fare,  between.$900  and  $1,200,  ac- 
cording to  George  Glaskin  at  Corp- 
Net  International,  a  consortium  of 
corporate  travel  agents. 

Charles  Molster,  a  litigator  in  the 
Washington  office  of  Keck,  Mahin  & 
Cate,  a  Chicago-based  firm  with  375 
awyers  nationvvide,  used  to  change 
ravel  agents  regularly,  but  Molster 
las  stayed  with  Travelogue  for  three 
\ears  now.  He  says:  "To  be  able  to 
■service  a  bunch  of  laywers  is  a  monu- 
mental task.  They  are  always  changing 
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[their  travel  plans],  and  half  of  them 
think  they  are  prima  donnas,  includ- 
ing me.  Travelogue's  people  are  al- 
ways polite  and  accommodating." 

Siddique  requires  his  agents  to 
build  a  computer  profile  of  each 
client's  travel  idiosyncracies:  seating 
preferences,  special  meal  requests, 
frequent  flyer  numbers,  hotel  corpo- 
rate discounts,  his  wife's  and  secre- 
tary's names.  One  Travelogue  agent, 
Debra  Georgianna,  notes  for  example 
that  one  of  her  clients  is  6  foot  8  and 
that  another  has  a  bad  left  arm.  The 
tall  client  simply  must  have  an  aisle 
seat,  and  the  man  with  the  bad  left 
arm  a  window  seat  on  the  left  side  of 
the  plane. 

Siddique  smiles  when  he  thinks  of 


Steady,  predictable  revenues  help 
cover  fixed  costs;  they're  welcome, 
given  the  erratic  nature  of  other  reve- 
nues, which  are  affected  by  price  wars 
or  sudden  dropoff's  in  travel.  Govern- 
ment now  accounts  for  10%  of  Trave- 
logue's business. 

Siddique  now  also  helps  his  corpo- 
rate clients  take  their  vacations.  He 
got  fed  up  writing  a  S300  business 
ticket  only  to  watch  his  customer 
cross  the  street  to  book  a  $10,000 
luxury  cruise.  Safaris,  treks  to  Nepal 
and  other  pleasure  travel  now  repre- 
sent 20%  of  revenues. 

Hand-holding  sendee  is  expensive, 
especially  so  in  a  business  with  low 
margins.  To  pay  for  his  personalized 
service,  Siddique  cuts  costs  elsewhere. 


Travelogue's  Os- 
man Siddique 
Painstakingly 
building  a  $40  mil- 
lion business  of- 
fering extra 
service  to 
demanding 
travelers. 


one  young  traveler  who  went  to  Ha- 
waii. He  called  Siddique  and  com- 
plained: "It's  raining  here.  Do  some- 
thing." Siddique  booked  him  on  the 
next  flight  to  Tahiti. 

The  Washington- based  Black  En- 
tertainment Television  Network  is  a 
Travelogue  customer.  Its  clients,  like 
many  entertainers,  can  be  tempera- 
mental and  demanding.  Which  is  why 
Black  Entertainment  does  over  $2 
million  of  business  with  Travelogue, 
the  only  travel  agent  that  spent  time 
to  come  up  with  customized  state- 
ments and  controls. 

In  the  mid-1980s  Siddique  started 
bidding  on  government  contracts. 
Thv^ugh  it's  not  particularly  profit- 
able,   Siddique    likes    the    volume. 
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For  example,  he  could  have  grown 
much  faster  if  he  had  made  acquisi- 
tions, but  this  would  have  required 
borrowing  money  and  paying  inter- 
est— another  layer  of  costs.  Because 
he  pinches  the  pennies,  Travelogue 
nets  an  estimated  1.5%  of  revenues, 
compared  with  the  1%  industry'  norm. 
Siddique  is  now  involved  in  a  new 
venture  called  America  on  Wheels,  of 
which  he  owns  55%.  It  rents  RVs  to 
travelers  and  uses  its  agent  network  to 
book  campsites  and  map  out  itinerar- 
ies. Not  a  huge  business,  but  it  repre- 
sents the  kind  of  incremental  growth 
that  can  be  financed  without  borrow- 
ing. Having  come  up  the  hard  way, 
Siddique  prefers  slow  growth  to  tak- 
ing big  chances.  ^M 
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Bob  Brennan,  benefactor 

With  New  Jersey  Governor  Jim  Florio  (front  left)  looking  on,  he  announces  $520,000  gift  to  state  colleges. 

Robert  E.  Brennan  no  longer  uses  First  Jersey 
Securities  to  fleece  small  investors.  He  has  found 
safer  ways  to  pick  their  pockets. 


But  where 
are  the  copsl 


) 


By  Richard  L.  Stern  and  Amy  Feldman 


Late  last  year  and  early  this  year 
salesmen  in  the  brokerage  firms  of 
Hibbard  Brown  &  Co.  and  F.N.  Wolf 
&  Co.  in  offices  around  the  country 
hit  the  phones.  Did  they  have  a  deal 
for  you! 

The  deal  was  a  stock  called  Site- 
based  Media,  Inc.,  selling  at  $6  to  $7  a 
share.  Site -based  proposed  to  provide 
supermarkets  with  in-store  video  ad- 
vertising. It  would  revolutionize  the 
supermarket  business. 

What  the  pitchmen  didn't  tell  the 
prospects  was  that  Site-based  had 
piled  up  losses  of  $7.6  million  on  sales 
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of  just  $673,000  in  the  three  years 
ending  in  1991.  Nor  did  they  men- 
tion that  Site-based's  chairman  until 
November  I99I  was  Robert  Landau, 
convicted  in  1989  of  charges  involv- 
ing attempts  to  defraud  the  Miller 
Brewing  Co.  and  the  U.S.  Olympic 
Committee. 

The  Site-based  Media  shares  that 
the  public  bought  at  $6  a  share  and 
higher  currently  sell  at  only  P/2 — if 
you  can  find  a  buyer. 

Nowhere  in  the  deal  did  there  ap- 
pear the  name  of  Site's  largest  share- 
holder, Robert  E.  Brennan.  Yes,  that 


Brennan.  The  same  who  a  decade  ago 
built  First  Jersey  Securities  into  a  for 
midable   branch   network  of  1,000  , 
brokers  in  35  offices  peddling  penny  i^ 
and  junk  stocks  (Forbks,  July  16, 
1984).  Appearing  regularly  on  iv  in  a 
slick  $I9-million-a-ycar  ad  campaign, 
the     handsome     Brennan     became 
something  of  a  national  figure  as  hi. 
urged   l^v  viewers  to  "C/omc  grow 
with  us."  I 

Hundreds  of  thousands  of  invcs 
tors  took  the  bait,  and  lost  several 
hundred  million  dollars.  Brennan 
lived  luxuriously,  gave  generously  to 
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:harity  and  hobnobbed  with  promi- 
lent  politicians. 

With  Forbes  having  exposed  his 
tactics  and  with  state  and  federal  regu- 
lators closing  in  on  First  Jersey  Securi- 
ties, Brennan  in  January  1987  seemed 
to  fade  out  of  the  picture.  He  sold 
almost  all  First  Jersey's  regional 
Dranch  offices  for  $19  million. 

Brennan,  however,  did  not  retire. 
He  just  assumed  a  lower  profile.  In- 
stead of  selling  directiy  to  the  public, 
he  switched  to  using  other  brokers  to 
distribute  his  shoddy  merchandise. 
Site -based  Media  and  many  other 
Brennan  companies  were  flogged  to 
the  public  by  Hibbard  Brown  and 
F.N.  Wolf  brokers,  Brennan's  pres- 
ence hidden  behind  such  corporate 
names  as  Due  Process  Stables,  Austin 
Bernet  and  First  Jersey.  But  one  thing 
adn't  changed  much:  The  Site  shares 
that  the  public  was  buying  at  $6  and 

ore  a  share  had  cost  Brennan  only 
pennies. 

In  the  five  years  since  he  supposedly 
retired  from  the  business  of  creating 
and  retailing  phony  stocks,  Brennan 
as  remained  active  and  has  probably 
etted  several  hundred  million  dollars 
ji  a  zero-sum  game  wherein  he  and 
the  salespeople  who  push  his  wares 
almost  always  win,  and  the  public 
almost  always  loses. 

You  can  tiiink  of  Bob  Brennan  like 
this:  In  First  Jersey  days  he  was  ftilly 
integrated.  He  would  ofi:en  manufac- 
ture the  companies  and  finally  retail 
them  to  the  public.  What's  changed  is 
that  Brennan  is  out  of  the  risky  and 


highly  visible  retail  business. 

How  do  you  manufacture  this  kind 
of  merchandise.^  One  of  Brennan's 
methods  is  quite  simple.  He  will  ac- 
quire a  publicly  traded  corporate  shell 
and  then  merge  a  small  business  into 
the  shell.  The  kind  of  business  doesn't 
much  matter  so  long  as  the  Wolf  and 
Hibbard  Brown  salespeople  can  build 
a  story  around  it.  Through  his  control 
of  the  shell — which  cost  him  very 
littie — Brennan  controls  the  new 
business. 

The  final  act  takes  place  in  the 
brokerage  houses  that  are  associated 
with  Brennan  and  unload  stock  at 
prices  as  much  as  100  times  what  he 
paid  for  it. 

In  this  final  stage  the  brokers  use  a 
finely  honed,  three-call,  cold-calling 
selling  technique  refined  by  Brennan 
at  First  Jersey.  If  you  ever  find  yourself 
on  the  receiving  end  of  such  a  call, 
watch  your  wallet. 

The  first  call  is  a  mild,  friendly  pitch 
about  how  from  time  to  time  the 
salesman  comes  up  with  a  real  winner 
of  a  stock.  "May  I  call  you  if  I  get 
one?"  Customers  who  agree  get  a 
second  call.  "I  will  be  in  a  research 
meeting  on  Monday  with  some  of  the 
top  people  going  over  two  veiy  excit- 
ing situations.  I'll  call  you  as  soon  as 
the  meeting  is  over." 

The  third  call  hits  home.  Here's 
how  Hibbard's  King  of  Prussia,  Pa. 
office  finalized  the  pitch  on  Site: 

"We're  working  with  a  very  explo- 
sive o-t-c  company  called  Site-based 
Media.  They  build  a  system  called 


Shoppers'  Video.  The  system  pro- 
vides in-store  advertising  through  TV 
ads,  which  all  are  designed  to  influ- 
ence shoppers'  buying  decisions.  .  .  . 
We  feel  this  could  be  one  of  the 
biggest  winners  we've  ever  had.  .  .  . 
I'm  putting  the  stock  in  every  one  of 
my  preferred  portfolios.  Take  20,000 
shares." 

The  sales  pitch  didn't  mention  that 
the  company  had  infinitesimal  sales 
and  was  deep  in  the  red.  It  certainly 
didn't  mention  Bob  Brennan.  Nor 
that  another  major  shareholder 
through  relatives'  trusts  is  Randolph 
Pace,  of  the  defunct  boiler  room  firm 
of  Rooney  Pace  Inc.  Pace  has  been 
suspended  indefinitely  from  the  bro- 
kerage business. 

Documents  filed  in  connection 
with  a  lawsuit  in  the  Superior  Court  of 
New  Jersey  by  the  New  Jersey  Bureau 
of  Securities  show  that  Brennan 
bought  shares  and  warrants  packaged 
together  in  units  in  Site's  predecessor 
for  prices  ranging  from  10  cents  to  38 
cents.  Soon  thereafter  he  sold  units 
and  warrants  for  as  much  as  $4,  and 
stock  for  as  high  as  $6.25.  New  Jersey 
securities  regulators  figure  that  in  18 
months  Brennan  made  nearly  $70 
million. 

That's  one  deal.  In  just  18  months. 

The  history  of  his  Site  deal  is  a 
fascinating  exercise  in  financial  ma- 
nipulation. Documents  from  the  Se- 
curities &  Exchange  Commission  and 
the  New  Jersey  Bureau  of  Securities 
on  file  in  the  Superior  Court  of  New 
Jersey  tell  the  story: 


/.. 
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Robert  Brennan 


In  October  1989  First  Philadel- 
phia, a  tiny  brokerage  firm  with  past 
ties  to  Brennan,  brought  public 
something  called  Future  Funding 
Corp.  What  was  Future  Funding?  A 
blind-pool  offering,  in  which  the 
company  says,  give  us  your  money 
and  we'll  figure  out  what  to  do  with  it 
later  on. 

Who  was  Future  Funding?  Bob 
Brennan.  New  Jersey  regulators  al- 
lege that  96%  of  the  units — a  package 
of  stock  and  warrants — issued  by  the 
brokerage  ended  up  in  Brennan's 
portfolio. 

From  August    1990   to  _ 

June  1991,  according  to 
transfer  records  in  the  court 
documents,  Brennan  used  First  Jersey 
(still  registered  as  a  broker/dealer) 
and  an  entity  known  as  Austin  Bernet 
to  buy  6.7  million  Future  Funding 
units.  He  paid  $1.3  million. 

Now  to  acquire  a  business.  In 
March  1991  Future  Funding  ac- 
quired a  partnership,  pardy  owned  by 
convicted  felon  Landau,  known  as 
Advertising  Graphics  Network.  In 
July  1991  Future  Funding  changed 
its  name  to  Site -based  Media.  Now 
Future  Funding  had  a  new  name  and  a 
story  to  sell  to  the  public. 

In  late  July  1991  through  February 
of  this  year,  Brennan  unloaded  his 
shares — not  directly  through  Wolf 
and  rarely  through  Hibbard,  but 
mostly  through  a  small  firm  called 
Hill,  Thompson,  Magid  &  Co.  Next, 
huge  quantities  of  the  shares  some- 
how found  their  way  to  Hibbard 
Brown  and  F.N.  Wolf 

By  autumn  1991  Hibbard  and 
Wolf  were  unloading  enormous 
amounts  of  Site  stock  on  their  cus- 
tomers, according  to  ex-salesmen.  In 
one  week  during  October  1991  Hib- 
bard reportedly  sold  $28  million  in 
Site  stock  to  the  public.  In  November 
Wolf  offices  in  places  like  Metairie, 
La.  and  Houston  were  selling  Site  for 
prices  ranging  from  6  to  6^¥i6  and 
continued  to  sell  the  stock  as  late  as 
this  June. 

One  F.N.  Wolf  broker  sold  25,000 
shares  at  prices  ranging  from  4^  Vie  to 
7V8.  So  massive  were  the  sales,  Bren- 
nan obviously  was  not  the  only 
source.  Also  selling  Site  stock  ac- 
quired in  other  manners  were  Randy 
Pace  family  trusts,  and  others. 

Total  proceeds  to  Brennan  came  to 
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$72.5  million  for  securities  that  cost 
him  $2.8  million,  according  to  New 
Jersey  court  documents. 

What  had  happened  to  Site-based 
Media  to  justify  such  a  huge  increase 
in  its  price?  Virtually  nothing.  Grant- 
ed, Site-based  earlier  this  year  an- 
nounced a  possible  joint  venture  with 
NBC.  But  there's  stiff  competition  out 
there  from  at  least  two  other  firms. 
Lately,  Site  has  been  selling  for  1  Vi.  So 
Hibbard  investors  paid  a  heavy  price 
for  something  that  may  or  may  not 
amount  to  anything.  In  any  case, 
Brennan  wasn't  waiting  around  to 
find  out. 

Site  may  rank  as  one  of  Brennan's 
best  coups,  but  it  hasn't  been  the  only 
recent  one.  Brennan,  or  entities  relat- 
ed to  him,  in  a  similar  manner  during 
the  last  18  months  may  have  made 
$40  million  in  a  Texas-based  wood- 
work company  called  Nacoma  Con- 
solidated Industries.  And  he  may  have 
made  millions  more  through  stock 
sales  in  Treats  International  Enter- 
prises, a  Canadian  bakery  franchise 
company. 

The  two  bear  remarkable  similar- 
ities to  Site.  Nacoma  merged  with  a 
First  Philadelphia  blind  pool  called 
L.S.  Capital  in  October  1990;  Treats 
merged  with  another  First  Philadel- 
phia blind  pool  called  S.L.  Resources 
in  January.  Ex -brokers  say  securities 
of  both  have  been  sold  massively  by 
Hibbard  and  Wolf — Nacoma  in 
spring  1991  at  prices  up  to  3V2,  Treats 


this  spring  and  summer  as  high  as  4V4. 
Both  are  tiny  companies  and  both 
are  in  the  red.  Nacoma's  sales  last  year 
were  $5.5  million.  Treats'  last  report- 
ed sales — 1990 — were  $3  million.  Yet 
near  their  highest  prices,  these  two 
companies  had  market  capitalizations 
of  about  $53  million  and  $23  million, 
respectively. 

Nacoma  recendy  sold 
for  50  cents  a  share,  Treats 
^^         for  278. 

\'V\  There  are  no  public  re- 

cords to  tie  Brennan  to 
Nacoma,  nor  were  there 
for  Treats.  But  hidden  ties 
were  uncovered  this  June 
by  the  Securities  &  Ex- 
change Commission.  The 
SEC  temporarily  stopped 
-^:^._  trading  in  Treats,  charg- 

ing the  company  failed  to 
reveal  that  Brennan  was 
lurking  behind  the  scenes. 

The  company  denied  it  knew  about 
Brennan.  However,  recent  filings 
from  the  company  show  he  owned 
3.2  million  warrants  through  Austin 
Bernet,  one  of  his  private  investment 
companies. 

Moreover,  through  trusts,  Bren- 
nan's three  sons  owned  2.6  million 
shares  and  an  additional  10.2  million 
warrants  in  Treats.  In  all,  according  to 
the  company,  the  Brennans  hold  96% 
of  Treats'  warrants,  and  if  all  the 
warrants  were  exercised,  they  in  effect 
would  own  31%  of  the  company. 

FoRBKS  figures  that  by  exercising 
the  Treats  warrants,  the  Brennan  fam- 
ily could  reap  profits  of  over  $30 
million  at  a  recent  Treats  price  of 
2"% — and  $7.5  million  more  if  they 
sold  the  trust's  2.6  million  shares.  The 
SKC  has  put  a  fly  in  the  ointment — at 
least  temporarily.  It  is  holding  up  a 
Treats  registration  statement  that 
would  allow  conversion  of  the  war 
rants  to  stock. 

What's  clear  from  all  this  is  that  Bob 
Brennan  has  survived  his  bad  publici- 
ty and  an  apparent  government  crack 
down  in  the  1980s,  and  is  still  going 
strong  in  the  1990s.  What's  also  clear 
is  that  neither  federal  nor  state  regula 
tors  are  able  to  protect  the  public 
from    his    depredations.    His    high 
priced   lawyers  seem  to  be  smarter 
than  their  lawyers. 

By  cutting  retail  brokers  like  Hib 
bard  Brown  in  on  his  deals,  Brennan 
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has  managed  to  stay  out  of  sight  while 
carrying  on  his  old  games. 

What's  in  it  for  the  brokers  who 
unload  the  junk  on  the  public?  We 
can't  prove  this,  but  other  facts  sug- 
gest Brennan  is  cutting  Hibbard  in  on 
some  of  his  cheap  stock. 

In  a  different  case,  the  National 
Association  of  Securities  Dealers  has 
charged  Hibbard  with  making  an  esti- 
mated $11  million  in  profits  in  1990 
by  manipulating  the  stock  of  First 
National  Realty  Associates,  Inc.,  a 
residential  real  estate  concern.  The 
NASD  alleges  Hibbard  and  one  of  its 
principals  bought  warrants  for  prices 
ranging  from  7  cents  to  75  cents  and 
converted  them  to  stock  for  a  total 
cost  of  $3.5  million.  Then,  through 
massive  sales  campaigns,  Hibbard 
sold  2.2  million  shares  to  the  public 
for  $6.50  to  $7  a  share. 

First  National  Realty  shares  recent- 
ly sold  at  Vie. 

Here's  what  makes  us  think  Bren- 
nan quietly  splits  the  loot  with  Hib- 
bard: In  October  1991,  when  Site- 
based  was  being  retailed  by  Hibbard 
for  5%  a  share,  Brennan's  Due  Pro- 
cess Stables  sold  4.4  million  warrants 
to  Hibbard,  entitling  Hibbard  to  buy 
Site -based  common  at  only  12  cents. 
The  price:  $10.9  million.  If  Hibbard 
exercised  those  warrants,  it  could 
have  made  at  least  a  $12  million  prof- 
it. And  this  is  but  one  of  three  such 
Site-based  Media  transactions  be- 
tween Brennan  and  Hibbard  before 
the  end  of  the  year. 

Bob  Brennan's  fingerprints  are  all 
over  Hibbard  and  Wolf  Many  of  the 
former  offices  and  salespeople  from 
First  Jersey  are  now  part  of  either 
Hibbard  or  Wolf  For  example,  for- 
mer First  Jersey  Atlanta  manager 
Matthew  Wochele  now  runs  Wolfs 
Atlanta  office;  another  First  Jersey 
branch  manager,  Brian  Walsh,  oper- 
ates out  of  yibbard's  Cherry  Hill, 
N.J.  office. 

More    fingerprints:    John    (Jack) 

Dell,  Brennan's  number  two  man  at 

irst  Jersey  Securities,  is  listed  only  as 

consultant  at  Wolf,  but  he  calls  the 
hhots,  according  to  former  salesmen 
of  the  firm. 

« 

In  1985  Brennan  and  Dell  set  up  a 

erbartnership  registered  in  New  Jersey 

as  Robdell  Associates.  Robdell  was 

one  of  the  entities  that  were  selling 

Site-based  as  Wolf  and  Hibbard  cus- 


tomers were  buying. 

A  minority  stake  in  Hibbard  Brown 
was  purchased  in  the  late  1980s  by  a 
man  named  George  Stamos.  Where 
did  Stamos  get  the  money?  It  was  lent 
to  him  by  Bob  Brennan.  Brennan's 
offices  at  50  Broadway  are  steps  away 
from  the  headquarters  of  Hibbard, 
where  his  former  trader  Anthony  Na- 
dino  runs  Hibbard's  trading  opera- 
tion and  Brennan's  son  Robert  Jr.  was 
until  recently  an  analyst. 

Circumstantial  evidence?  Yes,  but 
pretty  convincing. 

So  Bob  Brennan's  game  goes  on. 
His  pride  and  joy  these  days  is  a 
company  called  CCC  Franchising 
Corp.  At  a  recent  price  of  6^4,  Bren- 
nan's 11.6  million  shares  are  worth 
about  $72.5  million.  Acquisition 
cost?  About  9  cents  a  share. 

What  is  CCC?  Until  recently,  a  sort 
of  conglomerate  holding  a  shoddy 
collection  of  moneylosing  compa- 
nies. Then  last  year  ccc  bought  two 
companies,  Primedex  Corp.  and  Rad- 
Net  Management,  Inc.,  that  run  med- 
ical clinics  in  California.  Primedex  is 
actually  giving  CCC  operating  earn- 
ings— unusual  for  a  Brennan  compa- 
ny. For  the  six  months  ending  Apr. 
30,  CCC  reported  operating  profits  of 
$2  million,  or  8  cents  a  share,  basically 


aJl  of  it  from  Primedex. 

Just  this  April  Brennan  sold  for 
$7.75  each  some  400,000  shares  that 
cost  him  9  cents.  Hibbard  and  Wolf, 
through  regular  sales  campaigns,  have 
been  helping  to  keep  the  price  up.  In 
May,  a  month  after  Brennan's  sale, 
salesmen  in  Wolf's  Clearwater,  Fla. 
office  were  on  the  phones  pushing 
CCC  for  $9  a  share. 

Late  last  year  CCC  got  control  of  a 
near-bankrupt  medical  research  outfit 
called  ImmunoTherapeutics.  It  paid 
$445,000  for  91%  of  the  company.  In 
an  offering  of  ImmunoTherapeutics 
in  August,  Hibbard  and  Wolf  sales- 
men told  customers  that  the  company 
is  on  the  verge  of  a  cancer  cure. 
Brennan  stands  to  make  a  lot  of  mon- 
ey on  that  offering,  even  though  Im- 
munoTherapeutics has  until  recently 
had  virtually  no  money  for  research, 
and  has  lost  $4.1  million  on  virtually 
no  revenues  since  1985. 

Now  Brennan  plans  to  refill  CCC's 
coffi^rs  to  the  tune  of  $29  million  by 
selling  another  4  million  of  CCC's 
shares  to  the  public  at  6yi6.  The  un- 
derwriter? F.N.  Wolf 

Neat,  huh?  But  that's  not  all  that 
Bob  Brennan  gets  away  with.  Men- 
tion his  name  to  people  at  a  lot  of 
worthy  causes  and  they  beam  with 
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Robert  Brennan 


pleasure.  Bob  Brennan  is  a  charitable 
man.  In  late  May  1991,  when  ccc 
Franchising  was  selling  for  about  6  at 
Hibbard  and  Wolf  offices,  Brennan 
gave  200,000  shares  to  the  Benedic- 
tine Abbey  in  Newark,  200,000  to  his 
alma    mater,    Seton    Hall 
University,  and  100,000  to 
Jersey  Shore  Medical  Cen- 
ter. The  charities  sold  the 
following    September    for 
6%.  A  generous  gift,  but 
also  a  generous  tax  deduc- 
tion  for   Brennan.   Those 
charitable  shares  may  have 
cost  Brennan  $45,000  but 
gave  him  a  presumed  chari- 
table deduction  of  $3  mil- 
lion. Thus,  though  he  did 
share  his  profits  with  chad-  ^^d-, 

ties,    he    probably    saved 
close  to  $1  million  in  taxes 
by  giving  away  stock  that 
cost  him  one-twentieth  of  that.  Even 
when  he's  being  charitable,  Brennan 
makes  money. 

Brennan  has  some  interesting  asso- 
ciates. A  consultant  to  Primedex,  for 
$250,000  a  year  plus  2%  of  the  pretax 
profits,  is  Stanley  Goldblum.  That 
name  may  ring  a  bell  for  some  older 
readers,  but  not  for  younger  readers, 
because  Goldblum  dropped  out  of 
the  news  after  he  went  to  jail  in  1975. 

Goldblum  is  one  of  the  most  fa- 
mous swindlers  of  modern  times.  His 
Equity  Funding  Corp.  insurance 
company  was  a  Wall  Street  darling 
until  it  was  discovered  that  a  lot  of  the 
policies  Goldblum  was  selling  to  rein- 
surers were  fake. 

If  you  have  read  this  far  in  the  story, 
you  must  be  wondering:  Where  in  hell 
are  the  securities  cops?  How  can  this 
man  still  be  in  the  securities  business? 

The  SEC  since  1985  has  been  pursu- 
ing a  civil  action  against  Brennan 
stemming  from  charges  of  excessive 
markups  on  stocks  by  First  Jersey. 
Now  there  are  rumblings  that  the  sec 
may  be  coming  after  him  anew  with 
charges  related  to  Site-based  Media, 
Treats  and  Nacoma.  But  the  SEC  has 
been  watching  Brennan  for  nearly  a 
decade  now  with  little  result. 

It's  not  that  the  cops  haven't  tried. 
Under  a  congressional  mandate,  the 
SEC  passed  a  rule  prohibiting  securi- 
ties salesmen  from  making  cold  calls 
on  stocks  selling  under  $5  a  share 
unless  those  shares  are  listed  by  the 
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NASD  or  an  exchange;  the  idea  was  to 
make  it  harder  to  sell  obscure  penny 
stocks.  No  problem  for  penny  stock 
promoters.  They  simply  raised  prices, 
selling  stocks  for  more  than  $5. 

The  penny  stock  promoters  also 
figured  out  how  to  get  some  of  their 
junk  companies  listed  on  the  National 
Association  of  Securities  Dealers' 
Nasdaq  system.  To  meet  then-exist- 
ing Nasdaq  equity  requirements  for 
listing,  in  September  1991  Site-based 
converted  $1.1  million  in  debt  into 
convertible  preferred  stock.  Instant 
equity — though  only  on  paper. 

It  boils  down  to  this:  Operators  like 
Brennan  hide  behind  the  vast  array  of 
securities  laws  designed  to  help  young 
companies  raise  capital  without  exces- 
sive red  tape.  Unfortunately,  these 
laws  cannot  discriminate  between  the 
genuine  entrepreneur  with  an  honest- 
ly risky  proposition  and  the  manufac- 
turer of  phony  stocks.  An  ordinary 
con  man  who  promises  you  vast  riches 
by  lying  about  what  he  sells  can  wind 
up  in  jail.  All  the  stock  promoter  need 
do  is  to  list  the  ifty  prospects  in  stilted 
language  in  stock  prospectuses  filed 
with  the  SEC.  Most  people  don't  read 
them,  or  if  they  do,  they  usually  ig- 
nore the  fine  print  in  favor  of  the 
salesman's  pitch. 

And  often,  if  salespeople  are 
caught,  they  get  slap-on-the  wrist 
fines  or  temporary  suspensions  from 
the  business.  At  worst,  they  may  be 
thrown  out  of  the  business.  States 


may  even  try  to  ban  boiler  shops  from 
doing  business  in  their  states,  as  Dela- 
ware is  trying  to  do  with  Hibbard.  But 
proving  that  individual  acts  of  wrong- 
doing are  part  of  a  nationwide  con- 
spiracy is  another  thing  entirely. 

There  are  at  least  half  a 
dozen  separate  state  inves- 
tigations against  Hibbard 
these  days  as  well  as  an  nasd 
probe.  Missouri  is  seeking  a 
substantial  fine  from  Hib- 
bard for  violation  of  sales 
practices.  But  so  what  if 
Hibbard  has  to  pay?  It's  just 
the  firm's  cost  of  doing 
business. 

Even  if  Hibbard  Brown 
were  to  be  thrown  out  of 
business  in  some  states,  it 
would  probably  reappear  in 
another  form  in  the  same 
places.  Some  Hibbard  bro- 
kers are  already  moving  into  a  firm 
known  as  L.C.  Wegard  &  Co.  Wegard 
has  already  opened  offices  in  Prince- 
ton N.J.,  and  Bensalam  and  Monroe - 
ville.  Pa.,  and  has  made  moves  to  open 
up  in  Kansas  and  Missouri — all  states 
with  investigations  under  way  into 
Hibbard. 

The  owner  of  Wegard  is  a  broker 
named  Leonard  Greer.  Public  docu- 
ments on  file  in  New  Jersey  allege  that 
part  of  the  purchase  price  for  Wegard 
came  from  profits  in  Site  and  Nacoma 
and  a  $500,000  loan  Greer  got  from 
the  Bank  of  New  York.  The  loan,  it 
turns  out,  was  coUaterized  by  Bren- 
nan's  Austin  Bernet. 

Brennan  and  friends  can  hire  the 
best  lawyers  money  can  buy.  Bren- 
nan's  attorney,  Lewis  Lowenfels,  is 
one  of  the  best  securities  lawyers  in 
the  business.  Hibbard's  Richard 
Brown,  a  former  Secret  Service  man, 
was  paraded  around  a  national  meet- 
ing of  state  securities  commissioners 
by  his  attorney,  Michael  Unger,  a 
former  Massachusetts  securities  com- 
missioner. Hibbard  is  being  defended 
against  Kansas  charges  by  Tom  Dock- 
ing, a  former  Democratic  gubernato- 
rial candidate  whose  father  was  a 
three-time  governor  of  the  state. 

Close  the  door,  he  comes  in  the 
window.  C>lose  the  window,  he  comes 
in  the  door.  For  now  at  least,  Bob 
Brennan  looks  untouchable.  So  watch 
your  pockctbook  and  beware  of  cold 
calling  brokers.  HI 
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The  Bombay  Sapphire  Martini.  As  Interpreted  by  Adam  Tihany 

POUR  SOMETHING  PRICELESS. 

Bombay®  Sapphire      Gin.  47%  alc/vol  (94  Proof).  100%  grain  neutral  spirits.  ©1992  Carillon  Importers,  Ltd  .  Teaneck,  N.J.  ©1992  Adam  Tihany. 
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2N    the     1990's     called     fc 


restructurings  the  MANAGEMENT 


Federated  Department  Stores  didn't  sett 


for  ALTERATIONS,  they  complete 


REDESIGNED    the    BALANCE   SHEE 


During  1990,  in  the  midst  of  a  retailing 

nturn,  department  stores  were  collapsing 

after  another.  But  when  Federated  ran 

trouble,  management  fought  back.  And 

ited  an  unprecedented  turnaround. 

Armed  with  a  roster  of  some  of  the  most 
itigious  names  in  retailing:  Bloomingdale's, 
aham  and  Stfaus,  The  Bon  Marche,  Bur- 
:s,  Jordan  Marsh,  Lazarus,  Rich's,  Gold- 
h's  and  Stern's,  Federated's  management 
an  restructuring.  Their  goal:  to  emerge  from 
kruptcy  and  return  to  the  capital  markets. 

One  of  the  first  steps  was  to  turn  to 
iman  Brothers,  for  sixty  years  Federated's 
ncial  counselor  and  business  ally. 


{ 


MAPPING  THE  BEST  ROUTE 
TO  MARKET 


Together  with  Lehman  Brothers,  Fed- 
:ed's  management  conceived  and  imple- 
ited  a  plan  with  two  objectives:  to  improve 
rating  performance  while  simultaneously 
orking  the  capital  structure. 

F'ederated  successfully  negotiated  a 
e  of  financial,  legal,  and  business  issues  in 
er  to  restore  revenues  while  convincing 
Jitors  of  its  long-term  viability.  In  February 


of  1992,  Federated  successfully  emerged 
from  Chapter  U. 

Within  several  weeks,  I>ehman  Broth- 
ers advised  Federated  that  the  combination  of 
the  company's  new  capital  structure  and  cur- 
rent market  conditions  indicated  the  time  was 
right  for  a  return  to  the  equity  market.  Feder- 
ated chose  Lehman  Brothers  to  lead  manage  an 
offering  of  over  40  million  shares,  which  gener- 
ated more  than  $500  million  in  new  equity  cap- 
ital. The  largest  retail-  restructuring  in  history 
had  been  completed  in  record  time. 

CUSTOM-DESIGNED 
SOLUTIONS. 

Crucial  to  the  plan's  success  was  a  team 
that  combined  industry  expertise  with  market 
intelligence  and  distribution  strength. 

At  Lehman  Brothers,  we  ser\^e  our  cli- 
ents by  drawing  upon  the  skills  of  individuals 
from  every  area  of  our  firm,  a  practice  which 
ensures  that  our  clients  get  the  best  solution 
rather  than  the  solution  with  which  one  indi- 
vidual is  best  acquainted. 

If  your  company  has  a  problem  or 
opportunity  that  could  use  that  kind  of 
approach,  we'd  like  to  be  involved. 


Lehman  Brothers 


1992  Shearson  Lehman  Brothers  Inc.  Lehman  Brothers  is  a  division  of  Shearson  Lehman  Brothers  Inc. 
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Rick  MacArthur  is  a  somewhat  bizarre  capitalist, 
backing  left-wing  causes  while  getting  rich  through  crass 
commercialism.  But  then,  there's  long  been  a  kind  of 
split  personality  in  the  MacArthur  family. 

Limousine 


liberal 


By  Phyllis  Berman  with  R.  Lee  Sullivan 


John  R.  (Rick)  MacArthur,  publisher 
of  Harper's  Magazine,  had  a  self- 
made  billionaire  for  a  grandfather  and 
a  justly  famous  American  playwright 
for  a  great-uncle.  "I'm  the  product  of 
competing  strains  in  my  family,"  Rick 
MacArthur  says,  seeking  to  explain  his 
vigorous  entrepreneurship  on  the  one 
hand  and  his  enthusiastic  embrace  of 
far-left  causes  on  the  other. 

At  36,  this  grandson  of  Chicago 
insurance  magnate  John  D.  MacAr- 
thur and  grand-nephew  of  the  co- 
author of  71?;^  Front  Pa£ie  makes  a 
handsome  living  selling  collectibles  of 
dubious  artistic  and  commercial  val- 
ue. His  avocation,  though,  seems  to 
be  the  support  of  radical  causes 
through  the  J.  Roderick  MacArthur 
Foundation,  which  he  and  his  sister 
and  brother  control,  and  publishing, 
through  another  tax-exempt  founda- 
tion, Harper's  Majiazine,  a  lively  in- 
tellectual monthly. 

Using  his  late  father's  foundation. 
Rick  MacArthur  backs  causes  like  El 
Rescate,  which  investigates  alleged 
human-rights  abuses  by  El  Salvador's 
armed  forces,  guerrillas  and  death 
squads,  and  Camera  News,  which  is 
producing  a  documentary  about  the 
"wrongfiil  incarceration"  of  former 
Black  Panther  leader  Dhoruba  Bin 
Wahad.  "I  wouldn't  call  the  founda- 
tion left  wing,"  Rick  MacArthur 
maintains.  "I'd  call  it  radical  human- 
rights  oriented." 

Call  it  what  you  will,  MacArthur 
clearly  does  not  have  an  accepting 
attitude  toward  the  society  that  made 
him  rich  and  has  kept  him  rich.  He 
wrote  a  book,  published  this  summer, 
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John  R.  (Rick)  MacArthur 
Publisher  of  Harper's. 


entitled  Second  Front:  Censorship  and 
Propajjanda  in  the  Gulf  War.  In  it  he 
accused  the  U.S.  media  of  surrender- 
ing meekly  to  censorship  during  the 
Gulf  war.  A  questionable  point,  since 
both  during  the  war  and  after  the 
media   have   ceaselessly  complained 


about  alleged  muzzling  by  the  U.S. 
militar)^  but  it  enabled  MacArthur  to 
air  his  favorite  thesis:  that  the  Ameri- 
can media  are  too  self-serving. 

There  is,  however,  nothing  elee- 
mosynary about  the  way  MacArthur 
runs  his  own  business,  Bradford  Ex- 
change of  Niles,  111.  With  his  mother 
and  tA\'o  siblings.  Rick  inherited  the 
business  from  his  father,  J.  Roderick 
MacArthur,  who  started  it  out  of  des- 
peration. Rod  MacArthur  was  deter- 
mined to  show  his  own  demanding 
father,  John,  that  he  could  succeed  on 
his  own.  He  did  by  starting  Bradford 
in  1972,  and  his  son  has  since  built  the 
business  fiirther.  Bradford  makes  and 
sells  collector  plates  decorated  with 
popular  themes,  ranging  from  Gone 
with  the  Wind  to  Elvis  Presley. 

Bradford  is  a  nicely  profitable  busi- 
ness. By  Forbes'  estimate,  Bradford's 
revenues  this  year  will  probably  ap- 
proach $250  million,  its  pretax  in- 
come $20  million.  Forbes  figures  the 
closely  held  business  is  worth  over 
$180  million,  making  Rick  MacAr- 
thur and  his  family  plenty  rich. 

In  its  high-pressure  ads  and  mail- 
order promotion,  Bradford  touts  its 
plates  as  investment  items,  since  Brad- 
ford not  only  sells  plates  but  also 
offers  to  make  a  market  in  them  as  well 
as  in  those  issued  by  other  companies. 
Bradford  promotion  boasts  of  run- 
ning "a  kind  of  Dow  Jones  index  of 
the  collector's  plate  market." 

Trading  on  this  particular  "Dow 
Jones"  carries  a  stiff"  price.  Selling 
your  plates  in  Bradford's  secondary 
market  will  set  you  back  30%  in  com- 
missions in  the  U.S.  Bradford  loves  to 
point  out  that  commemorative  plates 
and  other  collectibles  sometimes 
show  handsome  gains  (a  Danish  Ring 
&  Grondahl  plate  that  sold  for  50 
cents  in  1895  is  now  worth  $4,500). 
But  Bradford's  own  plates  don't  fare 
nearly  as  well.  Accorcling  to  its  "mar- 
ket report"  of  the  most  actively  traded 
plates,  only  about  18%  of  Bradford's 
plates  trade  above  what  they  original- 
ly sold  for  once  commission  charges 
are  taken  into  account.  The  latest 
"Bradford  Exchange  C'urrent  Quota- 
tions" shows  declines  outnumbering 
advances  by  475  to  269 — and  that 
before  the  30%  commission. 

This  doesn't  prevent  Bradford 
from  mailing  market  analyses  that 
read  like  stock  prospectuses.  "All  in- 
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BENTLEY  INTRODUCES 

BUSINESS  Class. 

So  You  CAN  Fly  More 

Frequently 


To  seasoned  air  travelers,  business  class  means 
being  able  to  fly  in  first-class  comfort  for  less.  In  automo- 
tive travel,  it  means  getting  the  power  and  prestige  of 
a  Bentley  for  a  surprisingly  affordable  price.  If  this  sort 
of  finzmcial  coup  is  your  goal,  then  the  new  Brooklands 
has  been  designed  by  Rolls-Royce  Motor  Cars  for  you. 
Two  and  a  half  tons  of  steel  sculpture,  the  ultimate 
union  of  advanced  technology  and  the  craftsman's  skill. 


A  6.75  liter  power  plant  built  and  balanced  totally  by 
hand.  The  same  state-of-the-art  automatic  ride  control 
found  in  the  legendary  Bendey  Turbo  R.  A  cockpit  where 
every  inch  of  premivim  Connolly  hide  and  glistening  burl 
veneer  breathes  elegance  and  exclusivity.  At  $138,500t 
however,  the  Brooklands  costs  only  a  little  more  than 
lesser  luxury  sedans.  To  fly  the  Bentley  way,  please 
contact  your  authorized  dealer  or  call  1-313-350-0500. 
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©  Rolis-Royce  Molor  Cars  Inc.,  1992.  The  name  "Brooklands "  is  a  trademark,  and  the  names  "Bentley "  and  "Turbo  R"  and  the  badge  and  radiator  grille  are  registered  trademarks. 

•Manufacturer's  suggested  retail  price.  Taxes,  title  and  registration  fees  additional. 
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Human  Electronics-Technology  for  the  Benefit  of  Mankind: 


Advanced  Matsushita  research 

In  the  U.S.  today  will  create  opportunities 

across  America  tomorrow 


Every  day  around  the  world  more  than 
15,500  Matsushita  scientists  and  engineers 
start  their  day  by  asking,  "What  if. . .  ?"  And 
so  begins  a  quest  that  knows  no  boundaries 
and  is  only  limited  by  one's  imagination. 
The  quest  is  to  create  products  and 
technologies  that  make  life  easier,  safer 
and  more  enjoyable. 

Eight  U.S.  research  facilities  are  a 
cornerstone  in  this  global  research  effort. 
Today,  they  are  working  on  a  vast  array 
of  new  technologies  including  Avionics, 
Speech  Therapy  Systems,  Speech 
Recognition  and  Synthesis  Systems, 
Advanced  Television  Research  and 
Information  Systems. 

When  these  technologies  are  translated 
into  new  products,  there  are  Matsushita 
group  factories  across  America  capable  of 
producing  them.  In  fact,  today  there  are 
15  factories  and  150  business  locations  in 
the  U.S.  employing  more  than  10,000 
Americans,  all  part  of  the  Matsushita 
family.  As  these  operations  in  the  U.S. 
expand,  they  create  new  technologies  along 
with  new  opportunities  for  all  Americans. 


■MATSUSHITA  ELECTRIC 

PANASONIC  TECHNICS  QUASAR 
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MacArthur 

dications  are  that  the  market  will  con- 
tinue to  go  up,"  proclaims  one  blurb. 
"Its  price  could  go  through  the 
roof,"  reads  another.  And  also:  "Col- 
lector's plates  can  offer  an  important 
financial  opportunity." 

Until  last  year  Rick  MacArthur 
signed  personal  appeals  that  accom- 
panied these  direct-mail  pieces.  One 
letter    (with    the    genial    salutation 


J.  Roderick  (Rod)  MacArthur 
Founder  of  the  Bradford  Exchange. 


"Dear  Friend")  compared  purchas- 
ing the  first  plate  in  the  "Wings  Upon 
the  Wind"  series,  at  $19.80  apiece,  to 
investing  in  IBM  in  the  1960s. 

Aft:er  a  recent  lawsuit  (since  dis- 
missed) charging  it  with  deceptive 
advertising,  Bradford  has  changed  its 
promotional  material  to  make  its  re- 
turn policy  and  commission  charges 
more  explicit  and  to  soft:en  claims 
about  price  appreciation. 

In  1985  Bradford  branched  out. 
Through  an  affiliate.  Ash  ton -Drake 
Galleries,  it  is  marketing  a  line  of 
dolls.  These,  it  claims,  are  no  ordinary 
dolls  but — you  guessed  it — collec- 
tor's items.  Typical  promotion: 
"Each  doll  is  numbered  and  comes 
with  a  matching  Certificate  of  Au- 
thenticity." The  mailing  includes  a 
chart  purporting  to  show  that  other 
dolls  in  the  series  have  sharply  in- 
creased in  value.  For  example, 
"Heather,"  which  cost  $48  in  1987, 
is  now  supposedly  worth  $409.  But 
the  small  print  warns  that  the  touted 


price  is  based  on  an  Ashton- Drake 
survey  of  doll  dealers,  and  "prices 
realized  by  collectors  may  be  lower." 

On  the  side,  the  MacArthur  family 
also  owns  Hammacher  Schlemmer, 
the  stores  and  mail-order  house  fa- 
mous for  its  high-priced  gadgets 
aimed  at  people  who  have  everything 
else.  Yet  this  is  the  same  Rick  MacAr- 
thur who  espouses  "radical  human 
rights"  and  at  every  opportunity  criti- 
cizes other  publishers  for  what  he 
regards  as  their  deceptive  ways.  A 
favorite  target  is  S.I.  Newhouse  of 
Conde  Nast.  MacArthur  considers  it 
outrageous  that  Newhouse  chose  for- 
mer Vanity  Fair  Editor  Tina  Brown 
to  run  the  New  Yorker.  He  calls  her  "a 
pandering,  schlocky  editor  who  will 
do  anything  to  get  advertising."  Mac- 
Arthur  insists,  "1  make  a  distinction 
between  collector  plates  and  maga- 
zines." A  strange  distinction  this  from 
a  man  who  proclaims  himself  to  be 
"an  unreconstructed  capitalist." 

No  surprise  that  Rick  MacArthur 
would  himself  get  into  publishing, 
and  not  much  surprise  that  he  was 
shrewd  enough  to  do  so  in  a  way  that 
would  limit  any  potential  losses.  In 
1980  the  142 -year-old  Harper's  was 
about  to  cease  publishing.  Though 
possessed  of  a  distinguished  history. 
Harper's  had  seen  its  advertising 
dwindle,  and  it  maintained  its  circula- 
tion only  with  giveaway  prices  and 
gimmicky  marketing.  Rick  persuaded 
the  trustees  of  his  grandfather's  John 
D.  and  Catherine  T.  MacArthur 
Foundation  to  buy  the  magazine  and 
set  it  up  in  its  own  not-for-profit 
foundation;  the  Atlantic  Richfield 
Corp.  also  kicked  in  some  money. 
Rick  MacArthur  became  publisher  in 
1983.  In  that  year  Harper's  \ost  close 
to  $1  million,  on  $2  million  in  reve- 
nues. This  year  it  will  lose  just 
$60,000,  on  revenues  of  $4.6  million. 
Circulation  was  around  120,000,  ac- 
cording to  his  own  figures,  and  is  now 
200,000.  But  while  MacArthur  has 
saved  Harper's,  its  closest  rival  among 
middlebrow  monthlies,  the  Atlantic, 
now  owned  by  Mortimer  Zuckerman, 
has  more  than  twice  its  circulation. 
Needless  to  say,  MacArthur  dispar- 
ages his  rival:  "The  Atlantic''^  circula- 
tion is  loaded  with  garbage,"  he  says. 

Rick  MacArthur's  radical  idealism 
regarding  publishing  and  politics 
seems  to  contradict  his  sharp  com- 


mercialism at  Bradford.  Yet  in  many 
ways  this  conflict  is  a  product  of  his 
personal  history.  While  the  family  was 
loaded  with  immensely  successftil 
businessmen,  it  was  also  extremely 
proud  of  Rick's  great-uncle  Charles 
MacArthur,  a  great  literary  figure  of 
the  1930s  who  coauthored  with  Ben 
Hecht  the  Pulitzer  Prize-winning 
newspaper  comedy  TJie  Front  Pa^e, 


John  D.  MacArthur 

The  billionaire  patriarch. 


married  to  the  great  actress  Hcler 
Hayes,  Uncle  Charles  moved  in  higl 
intellectual  circles. 

Life  was  not  easy  for  the  youn^ 
MacArthurs,    despite    their   wealth 
Grandfather  John  was  a  stern  mar 
who  spoiled  neither  his  children  noi 
his  grandchildren.  Rick's  father  wa? 
54  years  old  when  he  finally  tired  o 
old  John  D.'s  criticism  and  went  oui 
on  his  own.  He  failed  in  several  ven 
tures    before    finding    success   wit) 
Bradford  Exchange.  Rick  was  a  soph 
omorc  at  Columbia  University  wher 
the    business    was    launched.    "I'r 
thinking  the  Bradford  Exchange  is  J 
joke,"  he  remembers.  "I  mean,  m{ 
father  had  tried  other  schemes,  anc 
who  knows  if  this  is  going  to  work?'] 
But  it  turned  out  that  Rod  MacArthi 
really  had  inherited  old   John   D.'l 
commercial  genes.  So  has  Rick,  for  al| 
his  antiestablishment  fervor. 

Grandpa  John  wouldn't  have  likct 
Rick's  politics,  but  he  would  havt| 
admired  his  business  acumen. 
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that  delivers  affordable  lasef-quality  300  dpi  textH 

graphics^  in  less  desk  space  than  a  sheet  of  paper. 

The  Kodak  Diconix  701  printer  delivers  desktoo^ 
quality  that  makes  your  communications,  and  ">s?''llh 

you,  look  good.  Yet  it  needs  only  7.4  x  11. 7"  of  desk  ^^%i 
space,  even  with  the  ingenious  30-page  built-in  paper 
feeder.  It's  a  compact  ink-jet  printer,  in  the  award- 
winning  Diconix  tradition,  quiet,  easy-to-use,  sleekly 
handsome.  And  it  prints  up  to  three  pages  per  minute. 
At  less  than  6  lbs.,  including  the  optional 
battery,  this  is  the  definitive  mobile  printer.  Use 
it  artiie  office,  at  home,  or  anywhere  in 
betwe^  Wherever  you  work,  don't  wait:  call 
for  the  naif»^fa  dealer  near  you  in  the 
\U.S.  and  Can^^J  800  344-0006,  Ext.  413. 
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MONEY  &  INVESTMENTS 


Picking  money  managers  on  the  basis  of  their 
records  doesn't  work  well.  Here's  a  better  way. 

Wanted:  miserly 
conniver 

too  brilliant 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 


An  annoying  frjhnd  recently  la- 
mented. "Shad,"  he  said,  "I  really 
envy  you.  All  you  have  to  do  is  pick 
stocks.  My  job  is  tougher.  I  have  to 
pick  money  managers."  My  friend  is 
one  of  a  growing  legion  of  consultants 
who  scour  the  world  attempting  to 
identify  superior  money  managers. 

What  these  consultants  are  look- 
ing for  are  investment  managers  with 
the  ability  to  stick  strictly  to  their 
particular  investment  disciplines  and 
to  produce  consistent  results  over 
perhaps  a  five-year  period.  What's  so 
hard  about  finding  people  who  stick 
to  their  principles.^  It's  not  that;  the 
trouble  is  that  when  you  do  find 
them  they  usually  are  about  to  enter  a 
fallow  period.  As  an  example,  the 
investment  manager  whose  niche  is 
"distressed  securities"  is  invariably 
flooded  with  money  to  manage  just 
as  the  field  of  distressed  securities  has 
been  picked  clean. 

If  I  traded  jobs  with  my  friend,  I 
would  go  about  the  job  of  identifying 
potentially  outstanding  investment 
managers    somewhat    differently.    I 


would  pick  them  by  personality'  rather 
than  by  past  results.  In  my  opinion, 
those  individuals  who  can  be  expect- 
ed to  be  long-term  stars  at  the  invest- 
ment management  game  have  an  odd 
set  of  personalit}'  attributes  that  are 
normally  apparent  in  childhood.  If  I 
ran  a  help-wanted  ad,  it  would  read 
something  like  this: 

"Help  Wanted:  For  this  high-pay- 
ing job  we  are  looking  for  a  mildly 
miserly  individualist.  Applicant 
should  be  highly  competitive,  but  so 
far  unfi-ilfilled  as  a  competitor.  Appli- 
cant should  be  smart,  but  not  too 
smart,  and  conniving  without  being 
criminal.  Applicant  should  constantly 
question  authority  and  conventional 
wisdom.  Applicant  should  be  self- 
objective  and  flexible.  Please  send  ref- 
erences from  childhood  friends  and 
baby-sitters." 

In  The  Money  Masters,  lohn  Train 
quotes  the  legendarv'  hedge  fimd 
manager  Bob  Wilson  as  saying,  "The 
dumbest  thing  you  can  do  with  mon- 
ey is  spend  it."  Deep  down,  whether 
or  not  they  will  admit  it,  the  stars  of 
the  investment  management  world 
share  this  feeling.  The  investment  star 
of  tomorrow  instinctively  knows  as  a 
child  that  the  dollar  he  blows  today 
compounded  annually  at  30%  for  30 
years  would  be  worth  a  mere  $2,620. 

While  there  may  be  women  who 
share  Wilson's  attitude  toward  mon- 
ey, I  have  not  met  them.  Interesting- 
ly, so  far  there  haven't  been  any  wom- 
en who  have  consistently  starred  as 
investment  managers.  Is  this  because 
of  lack  of  opportunity  or  because 
women  instinctively  have  more  im- 
portant things  to  nurture  than  mon- 


ey? My  guess  is  the  former. 

I  am  sure  that  will  change.  One 
investment  manager  I  know  says  that 
his  9-year-old  daughter  shows  great 
promise.  She  has  convinced  her 
younger  brother  that  they  would 
both  be  better  off  if  he  gave  all  of  his 
rrioney  to  her.  Each  night  she  stays  up 
late  computing  the  closing  value  of 
her  fund. 

The  world  of  money  management 
is  competitive  and  is  peopled  with 
intense  competitors.  My  theory 
holds  that  the  future  investment  star 
is  somewhat  frustrated  as  a  young 
competitor.  The  future  investment 
star  does  not  win  the  state  tennis 
championship  or  make  the  Olympic 
track  team.  In  fact,  this  early  frustra- 
tion helps  sustain  the  competitive 
fires  in  the  future  investment  star. 
Consistently  beating  the  market 
might  seem  trivial  and  unexciting  to 
someone  who  had,  for  example,  won 
a  Super  Bowl. 

It  has  been  said  that  a  successful 
football  coach  must  be  smart  enough 
to  win  but  dumb  enough  to  think 
that  it  is  important.  Perhaps  the  same 
thing  is  true  of  investment  managers. 
Realistically,  compounding  money 
more  efficiently  than  one's  competi- 
tors is  perhaps  not  the  supreme  call- 
ing that  an  individual  can  aspire  to  on 
this  planet.  Further,  excessively  bril- 
liant investment  managers  tend  to 
get  out  of  touch  with  the  crowd — 
which  can  be  dangerous.  What  you 
want  is  a  manager  who  is  just  a  little 
smarter  and  a  little  quicker  than  the 
competition. 

It  also  helps  to  be  a  little  conniving 
and  a  little  shameless.  Most  people 
would  be  surprised  at  the  number  of 
investment  managers  who  are  able  to 
stand  up  on  jiational  television  tout- 
ing as  buys  the  ver^'  stocks  that  they 
are  selling. 

When  your  child  questions  your 
authority  and  ever)'  single  routine  of 
normal  living,  do  not  despair.  He  or 
she  might  be  a  future  investment  star. 
Great  investors  do  not  take  anything 
for  granted.  The  child  who  happily 
and  willingly  accepts  the  explanation, 
"Because  I  said  so,"  may  have  a  bright 
future  in  the  military',  but  not  in  in- 
vestment management. 

In  investment  management,  per- 
sonalit)'  is  the  great  predictor  of 
future  success.  ^ 
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Pictured  clockwise  from  top:  Don  Clay,  Assistant 
Administrator,  Office  of  Solid  Waste  b  Emergency 
Response,  EPA;  former  New  York  Governor  Hugh 
Carey,  Executive  Vice  President,  W.R.  Grace  b  Co.; 
an  executive  exchange  session  at  the  "Corporate 
Environmentalism"  conference;  Richard  Barth, 
Chairman  of  the  Board  and  President,  CIBA-Geigy 
Corp.;  John  W.  Johnstone,  Chairman,  CEO  Cr 
President,  Olin  Corp. 
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Dear  Readerf 

It  is  with  a  great  deal  of  pleasure  and  optimism  that  we 
offer  this  second  report  on  the  environmental  challenges 
facing  Corporate  America. 

A  few  weeks  ago,  we  sponsored  a  two-day  executive  envi- 
ronmental conference,  "Corporate  Environmentalism: 
Creating  Strategic  Initiatives,"  in  New  York  City.  This 
unique  event  brought  together  leading  members  of  govern- 
ment and  America's  corporations  to  discuss  a  powerful 
agenda:  our  national  and  global  responsibility  for  environ- 
mental stewardship. 

Many  of  America's  corporations  have  already  demon- 
strated firm  and  unflagging  resolve  in  furthering  the  cause 
of  environmentalism.  They  have  taken  the  initiative  to 
push  talent,  technology  and  resources  forward  in  the 
cleanup  of  existing  waste  sites.  They  are  changing  the  way 
they  manufacture  products,  employ  energy  and  guard  the 
safety  of  their  workers  and  communities. 

At  the  same  time,  some  70,000  private  and  public  com- 
panies are  already  in  the  environmental  industry,  employ- 
ing almost  1  million  people  and  generating  annual  sales  of 
$130  billion  in  new  products,  systems  and  services.  This 
move  toward  corporate  environmentalism  is  fostering  new 
jobs  across  a  wide  spectrum  of  industries. 

On  the  following  pages  —  and  in  the  two  successive 
reports  that  will  follow  —  we  will  share  the  results  of  our 
conference  with  you.  We  will  introduce  the  participants, 
let  you  hear  their  views  and  share  their  concerns.  To  our 
knowledge,  this  two-day  conference  was  the  largest  gather- 
ing of  federal  environmental  officials  with  corporate 
America's  senior  operating  officers  and  chief  environmen-- 
tal  officers  to  date.  '• 

One  of  the  most  productive  features  of  the  conference 
was  the  series  of  special  workshop  sessions  focusing  on 
what  individual  company  executives  felt  were  the  biggest 
roadblocks  to  environmental  cleanup.  These  executive 
exchanges  will  continue  in  months  ahead  to  address  issues 
such  as  speeding  the  cleanup  of  hazardous  waste  sites.  The 
actions  they  are  taking  are  presented  in  this  and  the  next 
two  reports. 

Being  committed  to  environmental  quality  is  not  only 
good  for  business,  it  is  business.  American  businesses  are, 
as  we  titled  this  conference,  "Creating  Strategic  Initia- 
tives" to  foster  ongoing  environmental  improvement. 
We  hope  you  will  continue  to  follow  our  progress. 


Edward  B.  Jobe 

President  &  CEO 

American  Re-Insurancc 

Company 


Paul  H.  Inderbitzin 
1  Executive  Vice  President 
American  Rc-Insurance 
(Company 
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MERICAN  INDUSTRY  IS  FACING  a  new  challenge 
Confronted  by  reams  of  environmental  regu- 
lations and  assailed  by  a  frequently  skeptical 
public,  American  business  is  trying  to  com- 
pete in  an  increasingly  competitive  world 
while  heeding  the  call  to  clean  up  its  own 
backyard.  On  August  12  and  13,  American 
Re-Insurance  Company,  Forbes  Inc.  and  the 
Wharton  School  of  the  University  of  Penn- 
sylvania brought  the  major  players  of  gov- 
ernment and  business  together  for  a  conference  in  New 
York  called  "Corporate  Environmentalism:  Creating 
Strategic  Initiatives." 

The  conference  welcomed  senior 
operating  and  environmental  officers 
from  31  of  the  nation's  largest  in- 
dustrial companies,  including  three 
of  the  four  largest  U.S.  chemical 
companies  and  four  of  the  five 
largest  U.S.  pharmaceutical  firms. 
Representing  the  public  sector  were 
Maurice  Strong,  secretary  general  of 
the  United  Nations  Conference  on 
Environment  and  Development 
(UNCED  —  the  Earth  Summit); 
Michael  Deland,  chairman  of  the 
President's  Council  on  Environmental  Quality;  David 
Mcintosh,  executive  director  of  the  Council  on  Com- 
petitiveness; Don  Clay,  assistant  administrator,  Office  of 
Solid  Waste  &  Emergency  Response,  U.S.  Environ- 
mental Protection  Agency  (EPA)  ;  F.  Henry  Habicht, 
deputy  administrator,  EPA;  and  Herbert  Tate,  assistant 
administrator  of  enforcement,  EPA. 

Together,  these  participants  convened  to  address  one 
of  the  most  formidable  challenges  facing  corporate  man- 
agement today:  environmental  performance.  This  is  the 
first  of  three  continuing  reports  on  the  conference  and 
industry's  ongoing  environmental  initiatives. 

THE  ENVIRONMENTAL  AGENDA 

By  the  year  2000,  $160  billion  will  be  spent  annually  on 
improving  and  protecting  this  nation's  environment. 
Where  compaoiies  once  focused  on  ensuring  on-the-job 
safety,  they  have  now  broadened  their  responsibility  to 
include  providing  environmental  protection  to  workers, 
customers  and  the  communities  in  which  they  conduct 
iheir  business. 

At  the  same  time,  the  movement  toward  a  cleaner 
America  has  produced  a  rush  of  new  technology  and 
■new  jobs.  814,000  people  are  employed  in  the  environ- 
mental industry  —  one  out  of  every  143  U.S.  workers. 
Roughly  490,000  jobs  will  be  added  in  the  next  five 
years. 

Priorities  have  changed  as  the  expense  for  cleanup  has 
increased.  The  share  of  total  environmental  costs  spent 
on  water  purification  has  dropped  from  48%  in  1972  to  a 
projected  35%  in  the  year  2000.  Expenditures  for  clean- 


The  world  we  have 
created  today  has  problems 

that  cannot  he  solved  by 

thinking  the  way  we  thought 

when  we  created  them. 


er  air  have  gone  from  32%  to  a  projected  30%.  But  land 
reclamation  costs  —  including  the  removal  of  solid 
wastes  —  have  risen  from  20%  to  a  projected  32%.  An 
evolving  regulatory  focus,  spearheaded  by  EPA  litiga- 
tion, cited  nearly  1,400  cases  of  land  abuse  in  1990. 
There  were  fewer  than  50  in  1980.  Clearly,  the  removal 
and  prevention  of  hazardous  waste  is  high  on  the 
national  agenda. 

As  the  conference  opened,  it  quickly  became  clear  that 
the  cleanup  of  hazardous  waste  sites  is  one  of  the  most 
pressing  environmental  concerns  among  America's  cor- 
porations. "In  large  part,"  said  American  Re-Insurance 
Company  President  and  CEO  Edward  B.  Jobe,  "this 

gathering  today  is  a  response  to  the 
growing  concerns  over  environmen- 
tal liabilities  associated  with  past, 
present  and  future  hazardous  waste. 
Although  the  financial  exposures 
appear  ominous,  strong  corporate 
leadership  will  guide  proactive  com- 
panies to  a  prosperous  future." 


Albert  Einstein 


THE  LESSONS  OF  RIO 

In  a  forceful  conference  address, 
Maurice  Strong,  the  architect  and 
guiding  force  behind  the  180-nation 
delegation  Rio  conference,  stated:  "If  there  is  one  mes- 
sage to  be  gained  from  the  Rio  Earth  Summit,  it  is  this: 
Rio  pulled  the  whole  issue  of  environmentally  sustain- 
able development  irreversibly  into  the  center  of  the 
global,  political  and  business  agenda." 

Strong  said,  "The  condition  of  our  planet  has  clearly 
deteriorated,  and  the  basic  underlying  driving  forces 
that  have  created  that  condition  have  not  significantly 
changed.  The  evidence  is  very  strong,  and  that  is  why 
I'm  encouraged  to  see  a  group  of  professionals  meeting 
here  today.  Finally,  environmentalism  has  arrived  as  a 
serious  business  issue. 


Maurice  Strong,  Secretary  General  of  the  United 
Nations  Conference  on  Environment  and  Develop- 
ment (the  Earth  Summit) 
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EXECUTIVE  ENVIRONMENTAL  SURVEY  RESULTS 


Prior  to  the  conference,  the  participants  —  whose 
companies  realize  total  annual  sales  ranging  from 
$1  billion  to  more  than  $40  billion  —  were  asked  to 
complete  a  formal  Executive  Survey  on  Corporate 
Environmentalism.The  results  show  that  American 
business  has  invested  heavily  in  the  environmental 
arena,  both  to  minimize  its  liabilities  and  to  capital- 
ize on  environmental  business  opportunities. 

Of  the  31  companies  attending  the  conference, 
28  responded  to  the  surv^ey  questionnaire.  Fifteen  of 
the  28  were  chemical  companies.  All  28  companies 
reported  that  environmental  concern  and  commit- 
ment are  a  part  of  their  corporate  agenda:  69%  said 
these  issues  were  of  "great  concern,"  while  29% 
have  put  corporate  environmentalism  on  their  "top 
priority"  list. 

Based  on  their  annual  budgets,  these  28  of  the 
nation's  largest  industrial  companies  ranked  their 
collective  environmental  priorities  as  follows: 
(1)  site  remediation  (e.g.,  Superfund  cleanups), 


(2)  air  pollution,  (3)  solid/hazardous  waste  and 
(4)  water  pollution. 

This  speaks  to  the  philosophy  to  which  many 
corporations  ascribe:  clean  up  existing  waste  and,  at 
the  same  time,  aggressively  pursue  ongoing  mini- 
mization practices.  Waste  minimization  was  over- 
whelmingly ranked  as  having  the  greatest  benefit  to 
the  environment  of  all  corporate  activities.  It  also 
had  the  highest-ranked  perceived  benefit  to  compa- 
nies themselves  next  to  the  subject  of  operational 
compliance. 

The  challenge  of  responsible  environmentalism 
has  taken  on  such  importance  in  the  halls  of 
American  business  that  27  of  these  28  corporations 
now  have  a  chief  environmental  officer  as  an  inte- 
gral member  of  top  management.  In  the  approval 
process  of  major  corporate  environmental  projects, 
a  team  of  company  officers  (chief  executive,  operat- 
ing, financial  and  environmental  officers)  now 
actively  participates  in  the  decision  making  process. 


"If  we  are  headed,  as  I  believe  we  are,  toward  an  era  of 
zero  emissions  requirements,  technology  is  not  the  only 
answer.  Management,  capital  and  technology  are  the 
movers,  in  that  order.  We  are,  in  my  view,  in  a  process  of 
civilization  change,  and  the  agents  of  that  change  are 
the  corporations  you  represent.  Your  concerns  and  your 
new  initiatives  show  the  degree  to  which  industry  is 
responding." 

LONG-TERM  PARTNERSHIPS  ARE  VITAL 

Michael  Deland,  chairman  of  the  President's  Council  on 
Environmental  Quality,  addressed  the  issue  of  how 
industrial  America  can  move  along  a  cooperative  course. 
"Long-term  partnerships  between  government  and 
industry  are  the  key  to  how  we  deal  with  the  environ- 
ment in  the  future.  Here  in  the  United  States  we  have 
had  a  highly  restrictive  'command  and  control'  regulato- 
ry structure.  On  balance,  it  has  served  us  well  over  the 
course  of  the  last  20  years,  although  there  were  some 
tough  times  at  the  outset.  Nevertheless,  the  result  has 
been  that  we  have  increased  environmental  protection. 

"But  we  have  paid  an  enormous  price  for  that.  We 
have  spent  some  $850  billion  in  the  1980s  to  clean  up 
our  environment.  We're  spending  now  at  the  rate  of 
$130  billion  a  year.  The  projections  for  the  '90s  are  total 
expenditures  in  the  range  of  $  1 .2  trillion  —  and  we're 
even  likely  to  exceed  that.  This  puts  us  ahead  of  any 
other  nation  in  the  world  in  both  real  costs  and  percent- 
age of  gross  domestic  product. 

"There's  got  to  be  a  better  way  ....  The  real  challenge 
is  for  you  in  the  private  sector  to  work  with  us  in  gov- 


ernment to  see  how  we  can  better  harness  this  power  of 
the  marketplace  and  capture  our  collective  creativity  in 
serving  to  protect  the  environment  we  all  share.  This 
conference,  in  particular,  has  enormous  potential  to  fur- 
ther partnership  building  and  to  cooperatively  and  con- 
structively protect  our  environment  in  a  cost-effective 
fashion." 

According  to  Don  Clay,  EPA  assistant  administrator, 
Office  of  Solid  Waste  &  Emergency  Response,  who 
heads  the  Superfund  cleanup  program,  we  need  to  look 
for  new  ways  to  handle  the  problems  of  contaminated 
soil  and  debris,  as  well  as  groundwater.  "Right  now,  for 


Michael  Deland,  Chairman  of  the  President's 
Council  on  Environmental  Quality 
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One  of  six  executive  exchange  sessions  at  the 
conference 

example,  if  you  have  waste  on-site,  you  can't  move  it. 
You  have  to  treat  it  before  you  put  it  down.  The  defini- 
tion of  hazardous  material  can  be  changed  so  you  can 
move  wastes  around  your  site  without  triggering  a 
Resource  Conservation  and  Recovery  Act  (RCRA)  con- 
cern. I  think  that's  important  and  will  save  a  lot  of 
money.  For  example,  you'll  be  able  to  temporarily 
remove  material  to  recycle  it.  That  will  produce  about 
$300  million  to  $400  million  in  dollar-savings,  but  a 
whole  lot  more  in  frustration-savings.  Next  year,  one  of 
the  things  I'll  be  focusing  on  is  a  'National  Voluntary 
_  Cleanup  Plan.'  Many  companies  want  to  clean  up  their 
sites  on  a  voluntary  basis,  and  we're  going  to  be  looking 
at  ways  to  provide  solutions  for  those  concerns.  As  you 
can  see,  these  are  very  challenging  times,  and  we  need 
your  continued  involvement  and  support." 

ENVIRONMENTAL  LIABILITY  IS  ON  THE  FRONT  BURNER 

The  conference  then  began  to  address  one  of  the  most 
sobering  corporate  concerns  —  environmental  liability. 
William  N.  Edwards,  an  independent  claims  consultant, 
said,  "The  prospect  of  environmental  liability  operates 
in  an  emotion-charged  atmosphere.  In  the  environmen- 
tal arena,  I  believe  that  the  costs  from  litigation  might 
well  be  greater  than  the  cost  of  the  cleanups  themselves." 

His  remarks  were  followed  up  on  by  John  Quarles, 
who  is  a  noted  Washington  attorney,  author  of  Cleaning 
Up  America,  a  member  of  the  board  of  directors  of  the 
Environmental  Law  Institutes  and  the  head  of  the 
Information-Network  of  Superfund  Settlements.  He 
cautioned:  "Vou  should  be  conscious  of  the  criminaliza- 
tion of  environmental  implementation  ....  During  the 
remainder  of  your  professional  careers,  the  intensity  and 
stringency  of  environmental  regulation  will  continue  to 
increase.  This  presents  a  twofold  challenge:  How  can 
industry  get  out  in  front  of  that  curve  and  provide  lead- 
ership? And,  how  can  industry  turn  the  corner  to  gain 
credibility  to  meet  the  demands  of  consumer  interest? 

"We  see  political  pressure  on  a  series  of  new  issues, 
new  initiatives  and  new  agendas:  global  warming,  ozone 
depletion,  wetlands  and  indoor  air.  There  are  a  lot  of 
new  frontiers  we're  going  to  be  hearing  about  in  the 
years  ahead.  This  conference  presents  a  chance  for  us, 
working  together,  to  deal  with  these  questions." 


WORKSHOP  SESSIONS  EXPLORE  ENVIRONMENTAL  STRATEGIES 

During  the  remainder  of  the  conference,  attending  cor- 
porate leaders  met  in  six  separate  executive  exchange 
sessions  to  explore  strategies  for  meeting  the  nation's 
environmental  demands.  Preliminary  reports  were  pre- 
sented by  one  of  the  executives  from  each  group  at  the 
closing  session.  Their  reports  are  summarized  below. 

WORKING  WITH  THE  ENVIRONMENTAL  COMMUNITY 

Robert  Hehir,  vice  president  of  health  and  environmen- 
tal affairs  for  the  Goodyear  Tire  &  Rubber  Company, 
presented  steps  that  industry  can  take  to  work  with  the 
environmental  community  to  develop  a  better  approach 
to  managing  hazardous  waste: 

■  Start  with  projects  that  have  reasonably  achievable 
goals  to  build  up  credibility 

■  Give  corporate  volunteer  efforts  special  recognition 
and  consideration 

■  Publicize  industry's  environmental  programs  and 
their  effects  on  ecosystems  and  the  economy 

■  Set  cleanup  requirements  that  are  technically  feasi- 
ble, productive  and  appropriate  for  each  site. 

Richard  Barth,  chairman  of  the  board,  chief  executive 
officer  and  president  of  CIBA-Geigy  Corporation,  pro- 
posed a  joint  industry-government  forum  to  discuss  and 
work  toward  agreement  on  the  question  of  "how  clean 
is  clean?"  as  well  as  to  discuss  risk  standards  and  the 
appropriate  balance  between  cleanup  costs  and  benefits. 
It  was  the  consensus  of  this  group  that  "Public  expecta- 
tion of 'zero  risk'  has  created  a  condition  in  which  we 
are  now  addressing  cleanup  standards  that,  in  our  esti- 
mation, are  not  achievable.  This  lack  of  reality  has 
introduced  remediation  requirements  into  the  risk 
assessment  equation  that  cannot  be  realized." 

Barth,  among  others  in  his  group,  believes  that  in 
order  to  get  more  objectivity  in  this  process,  "We  have  to 
engage  credible  outside  parties  such  as  the  scientific  and 


John  Quarles,  Esq.,  Morgan,  Lewis  fr  Bockius 
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academic  communities.  They  could  help 
facilitate  an  educational  process  for  all 
stakeholders,  including  the  public,  in  these 
reforms." 

STEPS  FOR  BUILDING  PUBLIC  TRUST 

John  Johnstone,  chairman,  president  and 
chief  executive  officer  of  the  Olin  Corpo- 
ration, echoed  Earth's  beliefs  and  suggest- 
ed that  a  main  corporate  issue  is  "How  to 
regain  environmental  trust  and  credibili- 
ty." Johnstone  then  suggested  several 
opportunities: 

■  Develop  internal  and  external  aware- 
ness programs 

■  Encourage  community  involvement 
and  teamwork  with  activist  groups 

■  Support  EPA  voluntary  initiatives 

■  Develop  educational  curricula  that  rec- 
ognize environmental  stewardship  and  sustainable 
development 

Garth  Fort,  director  of  environmental  operations  at 
the  Monsanto  Company,  maintained  that  "Developing 
cooperation  for  new  approaches  to  improving  environ- 
mental performance  is  a  definite  priority  issue.  If  we 
improve  our  performance,  we  will  improve  our  public 
trust. 

"We  also  have  opportunities  to  share  information  and 
technology  with  small  companies  and  developing 
nations,  as  well  as  with  each  other  in  this  room.  In  addi- 
tion, we  can  conduct  cooperative  research  among  com- 
panies and  governments  with  similar  problems." 

THE  CALL  FOR  PROACTIVE  INVOLVEMENT 

Edward  Pollak,  senior  vice  president  of  the  Olin 
Corporation,  reported  that,  "Proactive  involvement,  as 
opposed  to  hiding  in  the  weeds,  is  the  key  when  you 
know  that  you're  involved  in  a  hazardous  waste  issue. 
Early  involvement  provides  an  opportunity  to  have  sig- 
nificant influence  on  the  outcome. 

"One  of  the  roadblocks  has  been  the  abdication  of 
business  leadership.  What  can  we  do  about  it?  We  need 
to  treat  environmentalism  as  a  serious  management 
issue  affecting  the  long-term  health  of  our  companies. 
Senior  management  needs  to  provide  this  direction.  We 
must  also  define  our  communities  as  one  of  our  cus- 
tomers and  counsel  with  them  to  set  goals  for  improve- 
ment to  satisfy  their  expectations." 

BUILOING  EFFECTIVE  LEADERSHIP 

Bruce  Karrh,  vice  president  for  safety,  health  and  envi- 
ronmental affairs  at  the  DuPont  Company,  reported: 
"Existing  public  policy  is  quite  flawed  and  needs  to  be 
changed,  primarily  because  misplaced  priorities  put  a 
large  burden  on  American  competitiveness  in  global 


markets.  New  policies  should  be  more  cost-effective, 
and  cleanup  standards  should  be  based  on  what  is  con- 
sidered 'reasonable'  risk." 

Karrh  indicated  that  companies  must  take  a  variety  of 
steps  to  promote  action,  including: 

■  Building  effective  and  strong  business  leadership 
among  various  trade  associations 

■  Reaching  a  consensus  on  industry  goals 

■  Letting  the  public  know  what  business  is  doing  to 
clean  up  the  environment 

■  Identifying  ways  to  better  involve  the  academic  and 
scientific  communities  to  develop  ongoing  research. 


WHERE  DO  WE  GO  FROM  HERE? 

In  response  to  the  recommendations  of  the  executive 
exchange  groups'  presentations,  John  Reynolds,  vice 
president,  American  Re-Insurance  Company,  said: 
"Business  leaders  recognize  the  advantages  of  respon- 
sible environmental  policy.  They  are  prepared  to  expand 
their  role  as  environmental  leaders,  implementing  ini- 
tiatives addressing  waste  minimization,  communica-  . 
tions  and  technological  innovation.  This  leadership 
will  enable  American  industry  to  meet  environmental 
challenges,  enhancing  competitiveness  in  the  global 
economy." 

THE  NEXT  REPORT 

The  third  of  American  Re's  four  reports  on  "Corporate 
Environmentalism:  Creating  Strategic  Initiatives"  will 
appear  in  the  December  21  issue  oi' Forbes.  The  report 
will  examine  some  of  the  specific  programs  and  initia- 
tives companies  are  undertaking  to  protect  the  commu- 
nities in  which  they  operate. 

We  hope  you  will  continue  to  follow  the  progress  of 
these  critical  issues  as  we  present  them.B 


'  There  has  been  talk  for  years  about  the  commercial 
I  banks  getting  back  into  securities  underwriting. 
This  bank  isn't  just  talking. 

Morgan  makes 
its  move 


By  James  R,  Norman 

As  COMMERCIAL  BANKS  slowly  get 
back  into  the  lucrative  business  of 
.  selling  new  stock  issues,  one  name  in 
particular  is  making  its  Wall  Street 
rivals  very  nervous.  That  name  is  J.P. 
Morgan  &  Co.,  parent  of  Morgan 


Guaranty  Trust. 

The  last  of  the  triple -A- rated  mon- 
ey center  banks,  Morgan,  with  $100 
billion  in  assets,  is  determined  to  be- 
come a  heavy  hitter  in  the  fast-paced, 
sharp-elbowed  equities  game.   "We 


need  to  be  in  that  flow,"  says  John 
Mayer  Jr.,  Morgan's  head  of  corpo- 
rate finance. 

In  the  first  nine  months  of  1992, 
Morgan's  worldwide  corporate  debt 
and  equity  underwriting  volume  to- 
taled $23.7  billion,  or  2.7%  of  die 
market.  That's  up  from  $13.8  billion, 
or  2.2%,  in  the  year-earlier  period  (see 
chart,  opposite). 

It's  all  part  of  an  ambitious  strategy 
begun  under  former  chairman  Lewis 
T.  Preston  to  make  Morgan  a  global 
competitor  by  remodeling  it  along 
the  lines  of  Germany's  mighty  Deut- 
sche Bank  and  Europe's  other  power- 
ful "universal"  banks. 

In  a  sense,  Preston,  who  retired 
from  Morgan  two  years  ago  and  now 
heads  the  World  Bank,  had  litde  alter- 
native. When  the  business  of  making 
corporate  loans  migrated  from  the 
banks  to  the  commercial  paper  mar- 
ket in  the  1980s,  Morgan  had  two 


J.P.  Morgan's    *' 
Clayton  Rose, 
Brian  Watson 
and  John  Mayer 
In  the  battle 
to  win  more 
securities 
underwritings, 
"They  have  a 
Rolodex  to 
kill  for." 
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choices:  It  could  make  riskier  loans. 
Or  it  could  offer  more  corporate 
finance  services  to  hang  on  to  its 
gold-plated  client  base.  But  until  re- 
cently banks  have  been  banned  from 
underwriting  stocks  and  bonds  by 
the  Glass-Steagall  Act  passed  in 
1933.  It  was  that  legislation  which 
led  former  J. P.  Morgan  partners  to 
split  off  and  form  what  is  now  Mor- 
gan Stanley  &  Co. 

Preston  chose  to  stick  with  Mor- 
gan's clients  and  fight  for  broader 
powers.  And  his  successor  as  chair- 
man, a  determined  Englishman 
named  Dennis  Weatherstone,  has 
been  implementing  Preston's  strate- 
gy brilliantly.  Already,  almost  half  of 
Morgan's  $4  billion  in  revenues  come 
from  trading,  corporate  finance  and 
corporate  risk  management — where 
Morgan  trades  hitures,  options, 
swaps  and  other  derivatives  to  hedge 
its  clients'  business  exposures.  Mor- 
gan's total  trading  revenues  last  year 
topped  $1 .3  billion,  up  from  only  $82 
million  in  1984. 

What  makes  Morgan  such  a  formi- 
dable potential  rival  to  smart  and  well- 
capitalized  Wall  Street  firms  like 
Goldman,  Sachs,  Merrill  Lynch,  Salo- 
mon Brothers  and  Shearson  Lehman? 
Deep  pockets,  for  one  thing.  Morgan 
has  $6  billion  in  capital  and  a  credit 
rating  that  sometimes  enables  it  to 
borrow  below  the  U.S.  Treasury's 
cost — a  crucial  advantage  in  the  high- 
leverage  securities  game. 

Another,  less  visible,  advantage: 
Morgan  has  long-standing  relation- 
ships with  senior  financial  manage- 
ment at  most  of  the  world's  biggest 
companies.  "They  have  a  Rolodex  to 
kill  for,"  says  James  McDermott  of 
Keefe,  Bruyette  &  Woods,  the  bank 
stock  analysts. 

Because  of  Morgan's  capital  and  its 
boardroom  access.  Wall  Street  firms 
fear  that  Morgan  will  be  in  the  posi- 
tion of  grabbing  their  business  by 
tying  underwriting  services  to  com- 
mercial lending  practices.  In  other 
words:  If  you  want  our  loans,  we'll 
raise  your  capital. 

Wall  Street's  fears  are  not  ground- 
less. The  bulk  of  Morgan's  underwrit- 
ing business  is  being  done  with  its 
commercial  banking  clients. 

Two  months  ago  Morgan  Stanley 
wrote  a  letter  to  the  Federal  Reserve 
Board,  which  is  mulling  further  loos- 


ening of  the  Glass-Steagall  Act.  The 
letter  complained  that  the  securities 
subsidiaries  of  J. P.  Morgan,  Citicorp 
and  Bankers  Trust  were  wooing  un- 
derwriting business  "not  on  the  basis 
of  price  or  quality,  but  on  the  basis  of 
preexisting  creditor  leverage." 

Attached  to  its  letter,  Morgan  Stan- 
ley enclosed  a  copy  of  a  written  pro- 
posal from  an  unnamed  bank  to  a 
client  specifically  tying  the  bank's 
credit  services,  Morgan  Stanley  says, 
"to  a  role  in  selling  the  bonds  to  be 
offered." 

Morgan's  corporate  finance  head 
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Deep  pockets  and  long-standing  relation- 
ships with  its  banking  clients  have 
helped  J.P.  Morgan  expand  its  worldwide 
underwriting  business  dramatically. 


Mayer  pooh-poohs  such  fears.  Other 
rules  on  banks  and  fireproof  Chinese 
walls  still  separate  lending  from  un- 
derwriting, says  Mayer.  Besides,  he 
says:  "Our  clients  would  scream  if  we 
tried  that." 

What  do  Morgan  banking  clients 
say.>  "We  didn't  feel  obligated  at  all 
to  use  them,"  says  Daniel  P.  Barry, 
chief  financial  officer  at  Pittsburgh- 
based  AMSCX)  International  Inc., 
which  borrows  money  from  Morgan 
and  which  Morgan  helped  take  pub- 
lic last  year. 

Only  three  years  after  getting  per- 
mission from  the  Fed  to  underwrite 


corporate  bonds,  J.P.  Morgan  Securi- 
ties has  leapt  to  seventh  place  in  that 
market,  with  more  than  $7  billion  in 
deals  led  so  far  this  year.  That's  3%  of 
the  market.  Its  clients  read  like  a 
corporate  Who's  Who  list — GE,  Du 
Pont,  Shell,  Ford,  Xerox  and  the  like. 
•  Bonds,  of  course,  earn  the  under- 
writer a  small  fraction  of  1%.  But 
underwriting  commissions,  discounts 
and  fees  on  a  stock  deal  can  reach  6%. 
So  even  though  $10  of  debt  is  sold  for 
every  $1  of  new  equity,  equity  is 
where  the  money  is. 

With  the  stock  market  trading  at 
high  multiples  of  earnings  and  with 
balance  sheets  still  in  need  of  delever- 
aging,  the  past  year  has  seen  a  stam- 
pede of  companies  eager  to  take  ad- 
vantage of  the  cheap  equity  capital 
now  available.  Just  since  the  start  of 
this  year,  $57  billion  of  new  stock  has 
been  sold  in  the  U.S.,  up  by  half  from 
a  year  ago.  Despite  that,  "We've  only 
put  back  a  tenth  of  the  equit>'  taken 
out  of  the  markets  in  the  1980s," 
notes  Clayton  Rose,  who  manages 
equit\'  sales  and  research  for  Morgan. 
"The  Nineties  will  be  the  decade  of 
equit}'." 

Morgan,  Rose  makes  clear,  wants  a 
big  piece  of  the  action. 

So  far,  Morgan's  involvement  in 
equities  underwriting  has  been  fairly 
modest.  Since  getting  the  go-ahead 
to  underwrite  and  distribute  stocks 
from  the  Fed  in  late  1990,  Morgan 
has  led  just  tu'o  stock  deals:  an  $837 
million  initial  public  offering  for  Mex- 
ico's Grupo  Financiero  Bancomer  in 
March  and,  in  June,  a  $172  million 
IPC)  for  paperboard- maker  Riverwood 
International.  Lead -managing  is  what 
counts,  because  that  "book  runner" 
gets  most  of  the  fees. 

But  that  modest  showing  as  a  lead 
manager  masks  a  much  bigger  effort. 
To  gain  experience,  Morgan  has  also 
taken  on  21  lower-paying  comanager 
jobs,  like  amsco,  and  almost  100 
deals  where  it  was  just  one  of  many 
underwriters.  F!ven  so,  it  has  covered 
the  estimated  $30  million  cost  of 
staffing  up  an  equities  force  of  some 
125  well-paid  professionals.  C'laims  I 
Brian  Watson,  head  of  equity  under 
writing  for  Morgan's  securities  arm: 
"We  were  in  the  black  almost  from 
day  one." 

No  wonder  Morgan's  rivals  on  Wall 
Street  arc  jittery.  ■ 
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i      The  only  thing  more 

attractive  than  our  hotels 
\  are  our  rates. 

i5  It's  something  you  don 't  see  today.  The 

,_    quality  of  a  hotel  going  up  and  the  rate  going 
down.  At  ITT  Sheraton,  we  spent  $1  billion 
improving  our  hotels  and  then  added  one  final 
touch— SureSavers.  Rates  that  make  business 
■■'■     travel  simpler  and  easier. 


Previous      SunSmtr     SureSamr       SureSaver 
Rack         Bmbua        14-Day          Weekend 
Rates           Half      Advance  Rates       Rales 

San  Diego 

Sheraton  Harbor  Island 

$175 

$129 

$119 

$119 

San  Francisco 

Sheraton  Palace 

$295 

$186 

$159 

$139 

San  Francisco 

Sheraton  Fisherman's 
Wharf 

$230 

$150 

$120 

$130 

LaJolla 

Sheraton  Grande  Torrey 
Pines 

$210 

$140 

$125 

$135 

Long  Beach 

Sheraton  Long  Beach 

$140 

$122 

$  90 

$90 

Rancho  Cordova 

Sheraton  Rancho 
Cordova 

$110 

$  85 

$  79 

$  59 

mipitas 

Sheraton  San  Jose 

$125 

$100 

$  85 

$  65 

Seattle 

Sheraton  Seattle 

$195 

$155 

$135 

$  98 

Anchorage 

Sheraton  Anchorage 

$185 

$109 

$  90 

$  90 

Spokane 

Sheraton  Spokane 

$  90 

$  85 

$  69 

$  61 

Billings 

Sheraton  Billings 

$  72 

$  65 

$  60 

$55 
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Fall  Sure  mSaver 
Business  Rates  5%-30%  off 

The  business  traveler  finally  gets  a  break. 
This  option  is  available  Sunday  through  Thursday 
with  no  advance  reservations  or  purchase 
requirement. 

Special  offer  for  Visa^  cardholders 

Now  there's  even  more  for  you  to  enjoy  when 
you  charge  your  stay  on  your  Visa  card.  Simply 
ask  for  the  special  Visa 
upgrade  when  you  check 
in  on  your  SureSaver 
rate.  Based  upon 
availability,  you'll  be 

upgraded  to  an  Executive  Floor  or  the  next  best 
available  room.  (Offer  valid  through  12131192.) 

At  ITT  Sheraton,  there's  no  such  thing  as 
business  without  pleasure. 

For  reservations,  call  your  travel  professional 
or  800-325-3535. 

SureSaver  rates  are  available  in  continental  U.S.,  the  Bahamas  and 
Canada.  Not  applicable  to  groups.  Subject  to  change  without  notice 
and  based  upon  availability  ^t  participating  properties.  Rates  do  not 
include  taxes  and  gratuities.  Some  restrictions  apply.  Kids  17  and 
under  stay  free  when  sharing  room  with  an  adult  using  existing 
bedding.  ©  1992  ITT  Sheraton  Corporation. 
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THE  ONIY  NAME  YOU  NEED  TO  KNOW 
IN  OFFICE  EQUIPMENT. 
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A  "FUZZY  lOGIC"  COPIER  THAT  MAKES 
BEAUTIFULIY  CLEAR  COPIES  EVERY  TIME, 

IN  NO  TIME. 

Once  again,  Panasonic  has  turned  advanced  technology  into  an  office  reality.  Witness, 
our  new  FP-4080  copier  with  Digital  System  Control. 

Its  neural  network  and  fuzzy  logic  technology 
give  you  good  looking  copies  every  time,  even 
from  "difficult"  originals.  Even  from  photos 
and  halftones. 

And  with  no  compromise  in  copying  speed: 
3.8  seconds  for  the  first  copy,  40  cpm  with  a 
single  original;  38  originals  per  minute.  Auto- 
matic duplex  copying,  too.  And  many  more  good 
things,  which  you  can  learn  about  just  by  calling  us 

For  printers,  computers,  monitors  and 
peripherals,  dial  1-800-742-8086;  for 
racsimilies,  copiers  and  typewriters, 
1-800-843-0080,  ext  4016. 
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Panasonic 
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As  they  prepare  to  harvest  a  bumper  crop 
with  tractors  that  are  wearing  out, 
farmers  say  they're  still  not  ready 
to  buy  new  equipment.  Deere  &  Co.'s 
Hans  Becherer  is  betting  they  will. 

Plowing  ahead 


By  Gary  Slutsker 

Thanks  to  coolish  weather  and 
enough  rain  and  sun  at  the  right  time, 
the  U.S.  Department  of  Agriculture  is 
projecting  bumper  crops  nationwide 
this  year,  including  the  best  corn  and 
soybean  yields  on  record.  Prices  are  a 
litde  soft,  so  farmers'  cash  incomes 
won't  rise  much.  But  they'll  still  be 
near  the  record  high  set  in  1990  and 
approached  last  year. 

This  is  good  news  for  Deere  &  Co., 
a  company  that  can  use  some  good 
news.  After  three  strong  years,  Deere 
lost  S20  million  last  year  and  expects 
to  report  another  loss  on  sales  of  its 
tractors  and  construction  equipment 
in  the  fiscal  year  ended  this  month,  on 
revenues  of  around  S5.4  billion.  If 
Deere  manages  to  break  even  on  the 
year  it  will  be  because  of  profits  from 
its  successful  credit  subsidiary'.  Last 
year  this  operation  turned  in  SI 64 
million  of  operating  profit  (income 
before  interest  expense,  taxes  and  cur- 
rency' effects)  and  is  likely  to  best  that 
performance  this  year. 

Deere  does  still  face  some  intracta- 
ble problems,  especially  with  its  SI 
billion  construction  equipment  busi- 
ness. This  is  still  in  the  red,  with  no 
prospect  of  change  in  sight.  But  the 
company  is  now  clearly  feeling  more 
confident  about  the  all-important 
farm  machinery'  business,  57%  of  total 
company  revenues  of  $7  billion  last 
year.  Another  potential  problem: 
Deere  faces  an  unusually  large  charge 
to  its  net  worth — over  SI  billion — 
under  a  new  accounting  rule  that 
requires  companies  to  recognize  fti- 
ture  health  benefits  for  retirees. 

This  is  the  context  in  which  nor- 
mally reticent  Deere  invited  a  group 
of  bargain-hunting  institutional  in- 
vestors from  around  the  country  to 
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I  hear  the  company's  dapper  chairman, 
Hans  Becherer,  and  president,  David 
Stowe  Jr.,  tell  their  story,  for  the  first 
such  event  in  a  decade.  The  company 
even  chartered  a  727  jet  to  fly  the 
investors  fi"om  Chicago  to  Deere 's 
headquarters  town,  Moline,  111. 

Becherer  and  Stowe  had  a  good 
story  to  tell.  Deere's  earnings  run  in 
cycles — three  to  five  strong  years  in 
which  Deere  will  typically  net  $4  or 
$5  a  share,  followed  by  several  down 
or  moneylosing  years,  followed  by 
several  strong  years.  Based  on  past 
;  patterns,  Deere's  profits  should  turn 


Deere's  new  7800 
tractor 

The  biggest  cabs 
around,  fully 
adjustable  ai^ 
conditioning 
vents,  and 
dancing  girls. 


Hans  Becherer  of 
Deere  &  Co. 
"Our  market 
share  gains  have 
come  historical- 
ly when  we 
introduce  new 
products." 


up  again  starting  next  year,  and  pull  its 
stock,  recendy  at  42,  near  its  four-year 
low,  back  up.  In  the  meantime,  the 
company  pays  a  $2  dividend;  the  yield 
(5%)  is  well  covered  by  Deere's  cash 
flow — $613  million  last  year. 

A  few  weeks  before  the  institutional 
investors  came  to  town,  Deere 
brought  9,000  farm-implement-deal- 
er personnel  to  its  factories  in  Water- 
loo, Iowa,  and  Mannheim,  Germany, 
where  they  watched  dancing  girls  sing 
the  praises  of  a  new  tractor  line  amid  a 
laser  light  show.  The  serious  side  to 
Deere's  pitch:  The  new  tractors  con- 


won't  be  rushing  down  to  his  Deere 
dealer.  "It  don't  take  a  lot  of  figur- 
ing," says  Fine,  "to  say  that  if  my 
income  is  pretty  much  the  same  as  it 
was  ten  years  ago  and  machinery  and 
everything  else  has  doubled  or  tripled 
in  price,  I'm  not  interested  in  spend- 
ing $50,000  on  a  new  tractor."  He 
says  he'll  make  do  with  four  vintage 
tractors — two  1974  models,  and  one 
each  from  1964  and  1954.  "My 
brother  in  town  has  a  '48,"  he  says. 

The  good  news  for  Deere  in  that 
comment  is  that  it  isn't  new:  Farmers 
have    been    postponing    equipment 


tain  the  biggest  changes  since  1960, 
when  Deere  started  making  engines 
with  more  than  two  cylinders. 

The  new  tractors  are  the  result  of  a 
restructuring  program  that  cost  $120 
million  last  year  and  has  boosted  re- 
search and  development  expenses 
19%  over  the  last  two  years,  to  more 
than  $280  million  in  1992.  The  new 
tractors  have  the  biggest  cabs  around, 
with  comfortable  seats,  stereo  cassette 
decks,  fully  adjustable  air-condition- 
ing vents  and  29%  more  glass,  for 
much  better  visibility.  They  also  have 
new,  durable  automatic  electronic 
transmissions.  Deere  demonstrates 
how  tough  they  are  by  throwing  a 
tractor  into  reverse  while  going  flat 
out  in  top  forward  gear. 

At  anywhere  from  $26,000  to 
$80,000,  these  new  tractors  aren't 
cheap.  So  will  farmers  pay.'' 

Ray  Fine,  a  feed  grain  and  catde 
farmer  from  southern  Iowa,  says  he 
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purchases  for  several  years  now.  There 
is  considerable  pent-up  demand  for 
new  equipment;  another  year  of  good 
income  will  unleash  some  of  that  la- 
tent demand.  Although  the  USDA 
doesn't  track  such  things,  the  Wall 
Street  Journal  recentiy  said  the  aver- 
age U.S.  tractor  is  19  years  old. 

On  the  supply  side,  too,  things  are 
getting  better.  For  the  last  few  years 
manufacturers  have  heavily  discount- 
ed prices  to  get  rid  of  excessive  inven- 
tories. That  includes  Deere,  despite 
its  estimated  40%  market  share  of  the 
big  farm  tractor  business.  Deere  cut 
production  by  17%  (in  tonnage 
terms)  in  1991  and  by  another  14% 
this  year,  and  it  is  still  taking  10%  off 
the  price  of  last  year's  tractors. 

But  Becherer  believes  that  the 
worst  of  this  price-cutting  and  inven- 
tory liquidating  is  past.  One  key 
change  concerns  Deere's  biggest 
competitor,  Tenneco's  I.I.  Case  oper- 
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Deere's  David  Stowe  Jr. 

Did  a  quick  contract  buy  labor  peace  at  a  crucial  crossroads? 


ation,  which  lost  $1  bilhon  in  1991. 
Now  Tenneco's  new  chairman,  Mi- 
chael Walsh,  says  he'll  tolerate  no 
more  losses  from  Case.  Production 
rates  have  been  slashed,  and  Walsh  has 
replaced  Case's  chairman  with  Dana 
Mead,  his  second  in  command  from 
the  home  office.  Rumors  are  rampant 
in  the  industn'  that  Case  is  up  for  sale. 

Deere's  franchise  is  as  solid  as  ever. 
The  company  is  gaining  market  share 
in  a  down  market.  The  losers?  Mostly 
Case,  but  also  Varit)'  Corp.  (Massey- 
Ferguson  tractors).  Ford  New  Hol- 
land and  Japan's  Kubota.  Through 
July,  for  example,  the  U.S.  market  for 
Deere's  specialt)',  big  tractors  (lOOhp 
and  up),  declined  by  30%,  from 
13,565  units  last  year  to  9,523.  But 
Deere's  North  American  farm  sales 
were  down  just  10%  for  the  same 
period.  "Everyone  is  figuring  it's 
Case  that  has  suffered  most,"  says 
market  analyst  Frank  Manfredi  of 
Chicago-based  Manfredi  Associates. 

Putting  pressure  on  the  rest  of  the 
industry,  Deere  is  spending  heavily  to 
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develop  new  products.  For  example,  a 
new  smaller  tractor  model  was  added 
earlier  this  year  specifically  to  com- 
pete directly  with  Ford  New  Holland 
machines.  Aimed  at  the  small-farm 
market,  where  Deere  is  weak,  this 
tractor  is  made  in  Augusta,  Ga. 
(smack  in  the  middle  of  the  small- 
farm  belt).  Says  Becherer:  "Our  mar- 
ket share  gains  have  come  historically 
when  we  introduce  new  products." 

Deere  is  moving  cautiously  in  an- 
other new  direction:  direct  export 
sales.  Unlike  its  downstate  competi- 
tor. Caterpillar  Inc.,  Deere  has  never 
been  much  of  an  exporter,  preferring 
to  manufacture  overseas.  But  the  U.S. 
has  become  so  competitive  that  it  is 
rethinking  this  practice.  Already  trac- 
tors made  in  Waterloo  are  being 
shipped  to  Argentina  and  Mexico. 

To  avoid  Germany's  high  (and  ris- 
ing) manufacturing  costs,  Deere  is 
also  shift:ing  some  manufacturing 
from  its  German  plant  in  Mannheim 
back  to  the  U.S.  At  the  same  time, 
Deere -made  bulldozers,  painted  or- 


ange and  white,  are  shipped  to  Japan, 
where  they  are  sold  under  the  name  of 
joint  venture  partner  Hitachi. 

Deere  says  overseas  farm  trends  are 
working  in  its  favor.  Notably  in  Eu- 
rope, Becherer  expects  farms  to  con- 
solidate and  get  larger  as  European 
consumers  grow  tired  of  subsidizing 
their  inefficient  small  farmers.  Bigger 
farms  will  create  more  demand  for 
Deere's  big  tractors. 

What  about  his  quick  agreement 
last  fall  with  Deere's  principal  union, 
the  United  Auto  Workersi"  In  light  of 
Caterpillar's  criticism  of  the  contract, 
Becherer  is  defensive,  but  he  says  it 
bought  labor  peace  at  a  crucial  time, 
when  Deere  needed  more  flexibility. 
Blue-collar  workers  now  perform 
scheduling  and  quality  inspection, 
which  eliminates  unneeded  manag- 
ers, supervisors  and  inspectors. 

Bottom  line  on  Deere:  Sooner  or 
later,  farmers  arc  going  to  start  buying 
again.  When  they  do,  the  green -and- 
yeliow  colossus  from  Molinc  will  be 
ready  for  them.  ■§ 
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Banyan  now  offers 
two  ways  to  get  enterprise- 
wide  networliing. 


Traditional. 

For  years,  the  world's  largest  enterprise 
networks  have  run  on  Banyan  VINES? 
Banyan  is  the  leader  in  enterprise- wide 
PC  networking. 

Others  try,  but  none  can  equal  our 
ability  to  integrate  PCs,  minicomputers 
and  mainframes. 

This  is  because  VESIES  was  built  for 
the  enterprise -not  the  workgroup.  Our 
enterprise  network  services  are  unified 
for  a  single  system  view,  creating  a 
network  that  is  infinitely  easier  to  use 
and  manage. 

In  fact,  independent  research  shows 
VINES  is  also  the  most  cost-effective 
network. 

Indeed,  no  matter  how  large  your 
VINES  network  becomes,  expense  will 
always  be  held  to  the  barest  minimum. 

This  effortless  expansion  is  made  pos- 
sible in  part  by  StreetTalk,-  the  industry's 
best  global  directory,  plus  enterprise- 
wide  services  such  as  administration, 
security  and  messaging,  which  speeds 
and  streamlines  network  tasks,  making 
network  managers  far  more  productive. 

Field-proven  and  perfected  over  nine 
years,  VINES  is  a  critical  component 
of  some  of  the  world's  largest  computer 
networks.  And  is  used  by  nearly  two 
million  eminently  satisfied  people. 

For  more  information  on  Banyan 
VINES,  call  1-800-828-2404. 


VINES 


Outrageous. 

Are  we  really  suggesting  loyal  NetWare* 
customers  turn  to  Banyan  to  fulfill  their 
dreams  of  enterprise-wide  networking? 

Absolutely! 

Introducing  ENS.  You  can  have  enter- 
prise network  capability  for  your  2.X,  3.X, 
and  4.x  workgroups  without  disrupting 
your  current  environment  or  budget. 

ENS  from  Banyan  is  not  a  network  oper- 
ating system.  It's  a  powerful  family  of 
unified  software  products  that  will  give 
users  and  managers  immediate  advantages: 

1 .  StreetTalk.  The  best  global  naming 
and  directory  system  available  anywhere 
-the  key  to  greatly  simplified  manage- 
ment and  ease  of  use.  2.  The  ability  to 
add  users,  access  profiles,  and  security 
data  all  at  once,  across  the  entire  network. 
3.  Single  system  integration  of  all  NetWare 
users,  regardless  of  network  revision- no 
upgrades  are  necessary. 

Outrageous,  yes,  but  what  potential! 
Products  that  will  turn  your  NetWare 
workgroups  into  a  true  enterprise-wide 
network.  A  whole  new  class  of  network 
capability  to  increase  your  IS  utilization, 
reduce  costs  and  increase  productivity. 
Don't  commit  to  any  upgrades  until 
you  have  assessed  ENS,  the  ultimate 
NetWare  enhancement. 

For  more  information  on  Banyan  ENS, 
call  1-800-828-2404. 


System  Software 
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vv  herieyer  Hitachi  is  located,  we  work  at  being 
a  committed  part  of  the  community.  That's 
because  we  believe  the  purpose  of  technology  is 
not  simply  to  make  clever  products.  It  is  also  to 
discover,  to  nurture  and  to  be  involved  in  order 
to  achieve  a  basic  goal:  A  better  world  for 
succeeding  generations.  This  is  the  operating 
philosophy  behind  the  20,000  different 
products  made  by  our  500  manufacturing 
companies  around  the  world.  It  has  been  our 
commitment  for  the  past  80  years.  And  even 
more  important,  it  is  our  definition  of  the  future. 
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Unless  you  have  a  voyeur's  interest  in  sex, 
you  probably  won't  like  the  new  hit  TV  show  Studs. 
But  if  you're  in  the  television  business, 
you'll  love  the  money  it  makes. 
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By  Rita  Koselka 

"His  body  covered  mine  like  hot 
fudge  on  a  sundae,"  cooed  one 
contestant. 

Hissed  another:  "I  would  have 
kissed  him,  but  hell  hadn't  frozen 
over  yet." 

"He  was  an  octopus,  hands  here, 
there  and  everywhere,"  gasped  a 
third. 

Welcome  to  what  is  becoming  the 
fliture  of  television:  Studs,  the  syndi- 
cated game  show  that  has  built  up  a 
cult  following  among  the  young  adult 
crowd  that  advertisers  drool  over. 
With  that  audience,  it  often  tops  the 
Tonight  Show  and  Arsenio  Hall  in  the 
late  night  ratings. 


A  racy  version  of  The  Dating  Game, 
Studs  pits  v^'o  men  of  the  young,  vain 
and  high-testosterone  variety  against 
each  other  for  a  dream  date  with  one 
of  three  bimboesque  women,  often 
decked  out  in  miniskirts  and  cowboy 
boots.  The  two  men  have  each  had 
one  date  with  each  of  the  women 
before  the  show,  which  allows  them 
to  compare  the  physiques,  perfor- 
mance and  prospects  of  each  other — 
in  titillating  detail. 

To  paraphrase  the  rules  a  bit:  Each 
of  the  gals  makes  anonymous  state- 
ments about  one  of  the  guys — for 
example,  how  he  kisses.  The  guy  then 
tries  to  guess  which  gal  made  which 


Studs  on  the  air 

"His  lips  were  tlie  overture,  his  body  tiie  sympliony.  I  begged  for  an  encore." 


comment  about  his  kissing  tech- 
niques. If  he  guesses  right — "It  was 
Megan  who  said  I  kiss  better  than  her 
springer  spaniel" — then  he  gets  a  Vel- 
cro  heart.  The  idea  is  to  build  up  a 
bunch  of  hearts  and  win  a  fantasy 
second  date  at  the  end  of  the  show. 
The  program  contributes  $500  to  the 
dream  date. 

It's  all  supposed  to  be  in  fun,  but 
there's  litde  sexual  innocence,  and 
egos  can  get  bruised.  "My  competi- 
tion was  stiff,"  laughs  Lindsay  Black,  a 
contestant  who  didn't  get  picked  for  a 
second  date.  "One  girl  had  hickeys  all 
over  her  neck  and  the  other  one  said 
green  m&m's  made  her  horny." 
.  But  audiences  and  most  contes- 
tants love  it.  "Its  all  innuendo,  but  it's 
a  great  time,"  raves  former  contestant 
Richard  Emanuele,  a  24-year-old 
night  club  general  manager.  "Every- 
one watches  it.  Joe  Pesci  and  Robert 
DeNiro  came  into  [my]  club  one 
night,  and  they  were  all  over  me  about 
being  on  it." 

What's  interesting  about  Studsisn't 
so  much  its  contribution  to  the  popu- 
lar culture.  It's  that  measly  $500  the 
show  gives  the  winner.  Here's  why: 

The  nation's  93  million  television 
households  are  being  inundated  with 
more  and  more  viewing  choices.  The 
average  home  received  9  channels  in 
1980,  33  channels  in  1990  and  is 
expected  to  get  50  by  1995.  Ameri- 
cans are  watching  more  television, 
but  there  are  fewer  watching  any  giv- 
en channel  at  a  particular  time. 

What  that  means  for  television  pro- 
ducers is  this:  They  must  make  cheap- 
er shows  that  can  make  money  with 
smaller  audiences.  A  show  that  can  get 
away  with  giving  out  a  $500  prize  is 
worth  thinking  about. 

Game  shows  and  other  so-called 
reality  shows — shows  that  don't  need 
high-priced  writers  to  tell  a  stoiy  or 
actors  to  act  it  out — have  been  good 
moneymakers  on  television  for  the 
last  few  years.  But  Studs  is  setting  new 
standards  for  inexpensive  program- 
ming costs.  A  product  of  Rupert  Mur- 
doch's Fox  Television  Stations  pro- 
duction unit  (not  the  Fox  television 
network).  Studs  was  produced  for  the 
Fox-owned  stations  and  to  be  sold 
nationally  in  syndication.  The  group 
previously  developed  such  succcssfiil 
reality  shows  as  Cops  and  Americans 
Most  Wanted.  Like  Studs,  they  are 
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Studs 


cheap,  distinctive  and  do  not  rely  on 
potentially  expensive  and  tempera- 
mental talent. 

Studs  \\'3is  dreamed  up  by  two  tele- 
vision neophytes,  Brian  Graden,  a  29- 
year-old  Harvard  M.B.A.,  and  Scott 
St.  John,  a  27-year-old  Princeton  en- 
gineer. They  sensed  opportunity'  in 
"relationship  shows,"  such  as  the 
outdated  Love  Connection,  The  New- 
lywed  Game  and  The  Dating  Game. 

By  using  the  Fox  stations'  own 
production  equipment,  casting  an 
unknown  comic  named  Mark  De- 
Carlo  as  the  host,  and  keeping  over- 
head and  staff  to  a  minimum,  Fox  cut 
production  costs  dramatically.  Six 
shows  are  shot  in  a  day.  (Any  Shake- 
spearean scholar  will  remind  you  that 
sexual  innuendo  has  a  long  shelf  life.) 

The  result  of  all  these  shortcuts: 
While  the  average  network  show  costs 
upwards  of  5500,000  per  half  hour. 
Studs  costs  just  SI 3,000  a  program, 
an  annual  production  cost  of  about 
S2.5  million. 

For  each  half  hour  of  Studs,  Fox 
retains  one  minute  of  advertising  time 
to  sell  to  national  advertisers.  With 
Studs'  strong  audience  rating  and  its 
draw  with  affluent  young  people  in 
the  18-to-34  age  group.  Fox  can 
charge  a  premium  rate  for  its  late 
night  slot  of  about  S40,000  a  min- 
ute— or  about  SIO  million  a  year  for 
200  original  shows,  plus  repeats.  Fox 
also  receives  an  estimated  SIO  million 
in  cash  payments  from  the  120  televi- 
sion stations  nationwide  that  buy  the 
show.  Against  a  production  cost  of 
about  $2.5  million,  that's  S20  million 
in  revenues  before  the  SV2  remaining 
minutes  of  commercials  that  the  seven 
Fox-owned  stations  sell  to  local 
advertisers. 

What  really  excites  advertisers  on 
Studs  and  other  shows  that  attract  a 
similar  kind  of  viewer  is  the  feeling 
that  this  is  an  audience  whose  tastes 
are  unformed.  A  consumer  who  has 
been  buying  Tide  detergent,  Coca- 
Cola  and  Crest  toothpaste  for  years  is 
not  likely  to  change  brands  easily.  But 
younger  consumers  are  still  making 
brand  choices,  making  them  a  tempt- 
ing target  for  advertising. 

Cheap  shows  like  Studs  are  manna 
from  heaven  for  station  owners,  who 
have  had  a  bad  time  of  it  the  last  few 
years.  One-third  of  all  stations  lost 
money  last  year,  including  one-quar- 


Studs  co-creator  Brian  Graden 

Intellectually  stimulating  television?  No.  Smart  economics?  Absolutely! 


ter  of  all  network  affiliates.  One  rea- 
son is  that  the  cost  of  aftermarket 
syndication — shows  that  first  ran  on 
the  net\\'orks,  like  the  Cosby  Show — 
has  gotten  out  of  hand.  The  Cosby 
Show  came  to  be  known  as  "the  bank- 
ruptc)'  syndication"  because  of  a  pan- 
icky bidding  war  among  local  stations 
for  the  syndication  rights.  It  has  taken 
in  more  than  SI  billion,  and  wound 
up  financially  crippling  many  stations. 

Now  hard-pressed  station  opera- 
tors are  demanding  cost-effective 
programming,  and  threatening  to 
preempt  low- rated  network  entries 
like  CBS  This  Mornin£[. 

"The  station  people  have  taken 
over,"  says  Stewart  Billett,  producer 
of  the  granddaddy  of  realit)'  shows, 
Tlje  People's  Court.  "They've  had  to. 
They  understand  where  the  money  is 
made." 

Where  the  .money  is  not  being 
made  is  in  the  traditional  television 
networks.  Only  Capital  Cities/ abc,  a 
network  run  by  station  people,  earned 
money  last  year.  The  CBS  and  NBC 
networks  had  a  combined  negative 
cash  flow  of  S54  million  in  1991 . 

What  is  making  money  arc  cheaper, 
nonnetwork  shows,  such  as  Studs,  or 


targeted  cable  channels  like  Viacom' 
MTV  and  Nickelodeon  (Forbes,  Mai 
16).  For  advertisers,  the  ability  to  bu^ 
national  distribution  works  to  erast 
the  difference  between  networks  anc 
syndicated  shows. 

"We  make  programming  that 
designed  to  break  even  at  2%  [o 
television  households],"  says  Stun 
co-creator  Graden.  Networks  requir 
a  9%  rating  on  average  for  their  pro 
gramming  to  be  profitable. 

The  net^vorks  have  also  been  fillinj 
out  their  schedules  with  cheap  realit 
shows.  The  lure  of  copycat  program 
ming,  often  becoming  raunchier  o, 
more  sensationalist  in  each  rendition 
is  irresistible.  This  season  at  least  fou 
Studs  knockoffs  are  debuting,  grea 
news  for  people  eager  for  titillation. ' 

For  now,  everybody's  getting  ric 
off  Studs — everybody,  that  is,  save  th 
contestants.  But  there  are  othc 
things  in  life  than  money.  Two-tim 
contestant  Richard  Hmanuele  says  th 
show  has  been  a  great  boon  to  his  lo\ 
life.  "Girls  from  all  over  the  countt 
call  me  to  ask  me  out,"  he  chirps.  "It 
a  great  way  to  meet  pretty-  girls 
Cyoming  soon  to  your  televisi 
screen:  Son  of  Stud. 
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.  or  over  eight  decades  our  single  focus  has  been  the  preservation, 
enhancement  and  transfer  of  wealth  for  families. 

One  of  America's  most  successful  entrepreneurs  gave  Bessemer  its 
start  and  after  five  generations  those  heirs  continue  to  entrust  their 
assets  to  our  care.  If  you  have  accumulated  substantial  wealth,  you 
need  an  Advisor  who  has  the  knowledge  and  skills  to  assure  that  your 
assets  are  properly  managed  during  your  lifetime,  and  subsequently 
well  managed  for  your  heirs. 

We  provide  investment,  custody,  trust,  private  banking,  tax  and  other 
financial  services  to  a  limited  number  of  individuals  and  families. 
Presently,  some  700  clients  have  entrusted  over  $10  billion  to  our  care. 

The  exponential  demands  of  future  generations  require  an  Advisor 
who  can  achieve  consistently  superior  investment  performance  over 
the  long-term.  If  you  have  $5  million  or  more  and  would  like  to  learn 
more  about  Bessemer,  please  call  or  write  to  Robert  C.  Elliott,  Senior 
Executive  Vice  President  at  (212)  708-9141. 
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Yes,  those  new  first-to-die  insurance  policies  may  make 
sense  if  you  are  part-owner  of  a  small  business. 
But  you're  not  getting  something  for  nothing. 

Hot  product, 
new  problems 


By  Carolyn  T.  Geer 

Blt  one,  get  one  free.  That's  the 
concept  behind  "first-to-die"  life  in- 
surance, a  new  kind  of  cash  value 
policA'  being  touted  as  a  bonanza  for 
small -business  owners  and  cost-con- 
scious two-income  families. 

This  new  polic\'  makes  sense  for 
some  people.  But  its  attractive  pricing 
doesn't  represent  cheaper  insurance. 
Rather,  the  lower  premiums  reflect 
the  fact  that  you  are  really  buying  less 
insurance. 

A  first-to-die  polic)'  covers  two 
people  and  pays  off  when  the  first  one 
dies.  It's  cheaper  than  two  single-life 
policies  because  there's  only  one 
death  benefit. 

First-to-die  insurance  is  riding  the 
coattails  of  its  wildly  popular  older 
cousin,  second-to-die  insurance, 
which  also  covers  two  lives  but  pays 
off  after  the  second  death.  Second-to- 
die  is  sold  primarily  as  an  estate 
planning  tool. 

To  date  only  a  half-dozen  insur- 
ers— including  Aetna,  Phoenix 
Home  Life  and  Securit)^-Connecti- 
cut— sell  first-to-die  policies,  but 
many  more  have  plans  for  the  product 
on  the  drawing  board,  says  Mark 
Donohue  of  Chestnut  Hill  Financial 
Group  in  Brookline,  Mass.  "The  mar- 
ket is  about  to  explode,"  he  says. 

Here's  how  not  to  get  burned  in 
the  explosion. 

First,  remember  that  first-to-die  in- 
surance leaves  the  sur\'ivor  without 
coverage  (unless  you  opt  to  extend  it 
and  keep  paying).  Thus,  a  business 
owner  can  use  the  policy  to  buy  his 
deceased  partner's  share  of  the  com- 
pany, but  then  he  will  be  left  with  a 
much  larger  estate  of  his  own  than 
before.  Depending  on  what  he  wants 
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to  happen  to  the  business  when  he 
dies,  he  may  need  to  buy  his  own 
insurance  to  cover  estate  taxes.  Since 
he  will  be  starting  late  in  life,  this 
insurance  could  be  extremely  expen- 
sive. "This  product  is  not  for  every- 
body," says  James  Clar)',  a  partner  in 
the  Chicago  office  of  the  Todd  Orga- 
nization, a  benefits  consulting  firm. 

First-to-die  is  right  for  only  some 
families.  A  two-income  couple  with 
no  children  may  require  some  insur- 
ance at  the  first  death — say,  to  help 
the  survivor  pay  the  mortgage — and 
none  at  the  second  death.  But  a  work- 
ing couple  with  children  probably 
needs  insurance  on  both  lives. 

How  good  are  the  premium  sav- 
ings? Two  men  in  their  40s  who  are 
50  50  owners  of  a  $2  million  Chicago 


shipping  company  bought  a  $1  mil- 
lion first-to-die  policy.  When  one  of 
them  dies,  the  other  will  use  the  $1 
million  to  buy  the  decedent's  share  of 
the  company.  The  cost:  $12,720  per 
year  for  life,  versus  a  combined 
$16,540  for  two  $1  million  single-life 
cash  value  policies.  This  is  a  23% 
savings  for  half  the  death  benefit. 

The  more  people  you  load  onto  a 
first-to-die  policy  (some  insure  up  to 
three  lives,  others  more),  the  higher 
the  premium,  but  the  greater  the 
policy  looks  in  comparison  with  sever- 
al individual  policies.  Agent  Donohue 
recently  sold  a  first-to-die  policy  to 
the  three  owners  of  a  manufacturing 
business  worth  $3  million.  Cost: 
$33,700  a  year  for  a  $1  million  policy 
projected  to  be  paid  up  after  nine 
years,  versus  $51,800  for  three  sepa- 
rate SI  million  cash  value  policies. 

But  the  premium  savings  come  at 
the  price  not  only  of  lower  death 
benefits  but  also  of  lower  cash-value 
accumulation.  So  first-to-die  isn't 
right  for  people  looking  to  build  a 
reser\'e  fund  they  could  tap  to  buy  out 
a  business  partner  who  retires  or  be- 
comes disabled. 

Before  buying,  pay  attention  to  the 
tax  consequences  that  stem  from  how 
the  policy  is  owned.  Owning  the  poli- 
cy jointly  with  your  partner  is  a  bad 
idea,  says  Boston  attorney  Michael 
Fay,  because  it  can  lead  to  double 
taxation,  with  both  an  interest  in  the 
policy  and  an  interest  in  the  company 
counted  in  the  decedent's  taxable 
estate. 

What  if  the  business  owns  the  poli- 
cy? This,  too,  has  serious  drawbacks, 
warns  Larry  FLlkin,  a  personal  financial 
planner  at  Arthur  Andersen  in  New 
York.  Among  them:  The  insurance 
proceeds  will  be  the  company's  prop- 
erty and  thus  prey  to  creditors;  they 
may  trigger  for  the  corporation  an 
alternative  minimum  tax;  the  surviv- 
ing partner  would  pay  a  higher  capital 
gains  tax  because  he  gets  no  cost  basis 
for  the  shares  he  inherits. 

A  better  solution  is  to  create  a  trust 
and  name  the  partners  as  beneficia- 
ries. The  corporation  would  put  cash 
into  the  trust  periodically  to  cover  the 
premiums. 

"It  solves  some  problems,  it  creates 
some  new  ones,"  says  Fay  of  first  to- 
die  insurance.  "That's  one  of  the 
earmarks  of  a  hot  new  product."   ^ 
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Imagine  Owning  A  Copier  That  Copies 
Reports  Cover  To  Cover  For  Only  $14.75*A  Day 
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Imagine  a  copier  that  automatically  feeds,  edits,  sorts, 
makes  double-sided  copies,  staples  and  covers  your  reports  as 
easy  as  1-2-3. 

Imagine  getting  all  this  work  done 
at  a  speed  of  52  copies  per  minute  and 
getting  your  first  copy  in  just  3.6  seconds. 

Think  of  the  dramatic  improvement 
in  productivity  your  company  would  experience  since 
your  employees  wouldn't  have  to  stand  around  the 
copier  all  day  to  get  their  reports  done. 

Now  imagine  putting  the  RICOH  FT6750  copier 
in  your  office  for  a  lower  cost  than  you  could  ever 
imagine— only  $14.75  a  day 

Call  1-800-63-RICOH,  ext.  1251  and  make  it  a  reality 

And  if  you  call  now  you'll  get  a  free  video  that  shows  just 
how  much  the  RICOH  FT6750  can  do  for  your  office. 
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Where  Imagination  Becomes  ReaUty 

1-800-63-RICOH 

ext,  1251 

*  Based  on  suggested  retail  price  for  copier,  recycling  document  handler  and  finisher  over  a  5-year  period. 
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The  perfect  system  ijt 

There  are  trends  and  fashions  even  in  th^ 
logical  world  of  IS,  and  right  now  "down-sizii 
hot  one.  You  read  about  it  all  the  time,  usually  i 
panied  by  an  obituary  for  mainframes. 

Needless  to  say,  this  gets  our  attention  at 
and  not  just  because  we  make  big  systems. 

We  make  systems  of  every  size,  and  based 
experience  with  real  customers,  we'd  say  that  1 
sizing"  is  a  more  useful  term  than  "down-sizi 
Especially  since  a  number  of  companies  descr 
as  down-sizers  not  only  keep  their  mainframeij 
use  them  as  actively  as  ever. 


'9 1992  IBM  Core  IBM  and  AS/400  am  regrsleted  IraOemarks  ot  IBM  Corp  ES/9000  ana  RIX  S/slem/6000 are  traaemarks  o'  IBM  Co'P 


ats  fashionable,  its  what  fits. 


■: 


To  us,  the  real  challenge  is  choosing  the  right 
nation  of  systems,  not  just  for  running  client/ 

applications  but  for  managing  their  complexity. 
Open,  distributed  environments  can  make 

demands  for  storage,  security  and  network 
gement — ^jobs  that  mainframes  are  made  for. 

nly  companies  who  never  dreamed  of  owning 

iS/9000"s  will  praise  their  arrival  but  not 
ise  they're  big,  because  they're  right. 
Meanwhile,  other  companies  who  chose 
rames  ten  years  ago  may  be  considering  other 
js  like  AS/400 ®s  or  RISC -based  networks. 


and  we're  helping  them  do  it. 

For  example,  while  Lincoln  National  Life  has 
a  network  of  IBM  RISC  System/6000™s  for  running 
client/server  applications,  the  University  of  Virginia 
Medical  Center  chose  an  ES/9000  for  developing 
and  processing  medical  record  applications.  For  Royal 
Caribbean  Cruise  Lines,  an  IBM  AS/400  is  just  the 
ticket  for  booking  passengers.  Who's  right?  They  all  are. 

What's  right  for  you?  Call  us,  we  can 
help  you  decide.  Believe  it  — —— —  -—  ^^® 

or  not,  we  aren't  biased  about  sys-     E    =:z  ZITZ 
tem  types.  We  make  all  types.  =  JLS"  ^  T  ^ 
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The  end  of  the  Cold  War  probably  means  more 
espionage,  not  less.  Both  European  and  Asian  spies  are 
busier  than  ever  trying  to  steal  our  technology. 

The  valley 
of  the  spies 


i! 


By  Norm  Alster 

In  the  FBI's  Palo  Alto  office,  under 
the  tiny  red  blinking  light  of  a  motion 
detection  device,  three  agents  paint  a 
frightening  picture  of  government- 
sponsored  industrial  espionage  in  Sili- 
con Valley.  More  than  half  the  nations 
of  the  world — nearly  100  in  all — are 
now  running  industrial  espionage  op- 
erations against  U.S.  firms,  the  agents 
contend.  Targets  are  the  technology 
and  trade  secrets  of  U.S.  high-tech 
firms — everything  from  laser  research 
to  rocket  engine  test  data  to  market- 
ing plans,  contract  bids,  manufactur- 
ing cost  analyses  and  proprietary 
software. 

The  offenders.^  "I  think  any  large 
industrial  nation  has  some  involve- 
ment in  this,"  says  Edward  Appel, 
who  heads  up  the  FBI's  foreign  coun- 
terintelligence efforts  in  the  San  Fran- 
cisco Bay  area.  "I  include  our  allies  as 
well  as  our  traditional  adversaries." 
Japanese,  French,  Pakistani,  Indian, 
Israeli,  Syrian  and  Egyptian  agents  are 
trying  to  get  their  hands  on  critical 
aerospace  technologies  like  radar, 
navigation,  communications  encryp- 
tion and  electronic  warfare  systems, 
says  Appel . 

With  its  concentration  of  electron- 
ics, aerospace  and  biotech  industries, 
its  natural  ties  to  the  Far  East  and  its 
mobile,  multinational  work  force,  Sil- 
icon Valley  offers  an  ideal  setting  for 
espionage. 

"We  are  a  spy's  playground  for 
people  from  East  Asia,"  Appel  con- 
tinues, noting  that  several  intelligence 
services  from  the  People's  Republic  of 
China  have  become  increasingly  ac- 
tive in  the  valley.  Also  active  are  ex- 
KGB  officers  who  arc  busy  setting  up 

200 


l^^^i^^^^^^H 

■ 

^^^^^^^^^^■j^^^^^^^^^B, 

L*J 

^^^^^^^^^^^^^^1^   '                           ^^L^i^^^^l 

JD 

1 

^H/J 

^^^^n             i^^^^^^^^^^^H 

^^^^^^^^^^^^^^^^^^^^^^H 

H| 

joint  ventures  with  American  part- 
ners. Often,  Appel  says,  the  money, 
technology  and. Russian  partner  dis- 
appear. 

French  engineers  working  for  a 
French  government  agency  recently 
tried  to  pry  information  on  the  secret 
chemical  coatings  of  radar-evading 
(Stealth)  aircraft  from  several  firms, 
including  Dow  Corning.  "They  tried 
to  bluff  a  dozen  firms,"  reports  Rich- 


ard Heffernan,  an  information  securi- 
ty consultant  in  Branford,  Conn 
(Dow  Corning  declines  comment.) 

Appel  notes  that  since  a  recent 
agreement  with  Japan  limits  the  tech 
nolog)'  Japan  can  access  as  it  develops 
its  own  fighter  planes,  the  proscribed 
technology  is  now  a  high-priority  tar- 
get for  the  Chinese,  Koreans  and  Tai- 
wanese, as  well  as  Japanese.  Informa- 
tion brokers  now  scour  the  valley  for 
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Santa  Clara  County 
investigator 
Jolin  Smitti 
Some  of  the  big- 
gest thefts  are  of 
computer  bits. 


Edward  Appel,  tine 
FBI's  top  spy-fighter 
in  San  Francisco 
"I  thinit  any  large 
industrial  nation 
has  some  in- 
voivement  in  this." 


iisgruntled  laid-ofF  defense  workers 
villing  to  spill  die  beans  for  a  price. 

Here,  for  example,  is  how  die  FBI 
ees  Beijing's  efforts: 

More  than  125  firms  in  the  U.S.  are 
)wned  by  citizens  of  the  People's 
Republic  of  Chiha;  most  often,  they 
re  P.R.C.  proxies.  A  number  of  these 
irms,  operating  in  export-import  or 
1  R&D,  are  not  incorporated  or  even 
cgistered   with   state   licensing   au- 


thorities. "Many  are  set  up  specifically 
for  the  purpose  of  collecting  informa- 
tion on  certain  technologies," 
says  Appel. 

An  estimated  10%  of  all  Silicon 
Valley  engineers  are  Chinese  ethnics. 
The  vast  majority  are  loyal  employees. 
But  the  P.R.C.  has  learned  how  to 
elicit  information  from  some.  Main- 
land Chinese,  visiting  as  students  or 
on  exchange  programs,  act  as  "spot- 
ters," compiling  lists  of  Chinese  eth- 
nics working  at  U.S.  firms.  Some  are 
invited  to  come  to  China  and  visit 
with  relatives  still  living  on  the  main- 
land— all  at  no  cost. 

By  the  second  or  third  visit,  the 
Chinese -American  engineer  will  find 
himself  in  Beijing  with  Chinese  na- 
tional scientists.  Now  the  questions 
get  tougher,  more  detailed.  Appel: 
"Here's  a  guy  who  gets  the  opportu- 
nity to  fly  at  someone  else's  expense  to 
see  the  Great  Wall.  And  the  only  price 
he  has  to  pay  is  to  meet  with  his 
colleagues  in  the  areas  of  nuclear 
physics  or  microelectronics  in 
Beijing." 

The  French  intelligence  agency  Di- 
rection Generale  de  la  Securite  Exte- 
rieure  (dgse),  says  Appel,  has  been 
involved  in  dozens  of  industrial  espio- 
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nage  incidents  both  in  France  and  in 
the  U.S.  One  technique:  Offer  draft 
deferments  to  French  graduate  stu- 
dents in  exchange  for  purloined  infor- 
mation. The  French  Embassy  in 
Washington  declines  to  comment. 

DGSE  acquired  personal  computer 
technology  from  French  nationals 
working  for  ibm  in  France  and  passed 
it  on  to  French  competitors,  reports 
Robyn  Stewart-Murray,  a  special 
agent  with  the  General  Accounting 
Office.  "This  was  just  business  as 
usual  for  the  DGSE,"  she  says. 

The  FBI,  to  be  sure,  could  be  moti- 
vated to  overstate  the  problem  to 
justify  its  budget  in  a  post- Cold  War 
world.  But  a  new  study  by  the  Ameri- 
can Society  for  Industrial  Security  In- 
ternational confirms  a  growing 
threat.  About  half  of  246  firms  re- 
sponding to  the  survey  reported 
knowledge  of  efforts  at  misappropria- 
tion of  proprietary  technology  and 
business  information.  Efforts  involv- 
ing foreign  nationals  have  nearly  qua- 
drupled since  1985. 

John  O'Loughlin,  director  of  cor- 
porate security  at  Sun  Microsystems 
in  Palo  Alto  and  a  former  FBI  agent 
himself,  says  companies  are  especially 
vulnerable  in  fon:  gn  operations  and 
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nust  six  years  ago,  The  Travelers 
Insurance  Company  in  Hartford, 
Connecticut  was  hand-collating, 
hand-sorting  and  hand-packing  its 
mail.  Company  managers  knew 
that  in  order  to  provide  the  quick- 
est financial  return,  mail  had  to 
_^________    move  through  the  internal  chain  as 

efficiently  as  possible.  Enter  Janice 
White,  U.S.  Postal  Service  account  representative 
for  The  Travelers.  She  teamed  up  with  the  com- 
pany to  streamline  operations  and  increase 
efficiency. 

White  worked  with  Patrick  Gee,  director  of 
corporate  mail  and  distribution  operations,  to 
create  an  automated  mail-center  operation  that 
is  capable  of  pumping  out  more  than  140  million 
insurance  policies,  premium  invoices  and  claim 
checks  a  year,  allowing  the  company  to  reap  sig- 
nificant savings.  Last  year,  The  Travelers  saved 
$6  million  in  mail  processing  costs. 

The  Travelers  took  advantage  of  a  combina- 
tion of  new  equipment,  technology  and  Postal 
Service  incentives  designed  to  speed  the  flow  of 
mail  through  the  system  —  with  increased  sav- 
ings for  the  sender.  The  key  to  maximizing  these 
savings  is  to  understand  what  a  company  needs 
to  do  to  get  its  mail  out  faster,  and  bring  in  the 
right  hardware  and  software  to  do  the  job.  But  the 
first  step  is  to  find  out  what  options  are  available. 


Establishing  a  Productive 
Partnership 

Early  in  1990,  White  and  Gee  reviewed  current  and 
emerging  postal  products  and  services.  Together  they 
mured  Post  Office  facilities  to  better  understand  how 
1  •    '  flows  through  the  entire  sender-to-recipient  system. 

v'hen  White  did  a  general  audit  of  The  Travelers' 
mail  v/, J- 'rations,  she  found  that  as  much  as  8%  of 
the  company's  outgoing  mail  had  incorrect 
ZIP  Codes®,  and  up  to  10%  of  its  mail  con- 
tained address  discrepancies.  As  White  remem- 
bers, "More  than  1  million  pieces  of  mail  were 


ABOVE:  Patrick  Gee,  director  of 
corporate  mail  and  distribution 
operations  for  The  Travelers, 
with  Janice  White,  U.S.  Postal 
Service  account  representative. 

RIGHT:  Sorting  machine. 


being  returned  to  The  Travelers  annually  because  of  these 
addressing  problems.  This  meant  that  1  million  people 
didn't  receive  timely  correspondence  from  their  insurance 
company."  White  knew  the  U.S.  Postal  Service  could  help 
The  Travelers  meet  many  of  its  mailing  challenges. 
This  analysis  was  the  beginning  of  what  would 
become  one  of  the  most  advanced,  high-tech  operations 
in  the  insurance  industry. 
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CASE  STUDY  #4 


THE  TRAVELERS 


The  Travelers  got  started  by  purchasing  three  multiline 
•  optical  character  readers  (MLOCR)  to  add 

ZIP+4®  codes  and  barcodes  to  the  company's 
outgoing  mail.  (Barcodes  are  the  vertical  lines 
that  help  the  Postal  Service  deliver  the  mail 
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faster  and  more  efficiently.)  The  MLOCR  tnachme  scans 
addresses,  looks  up  ZIP+4  codes  in  its  database  and  auto- 
matically ink-sprays  a  corresponding  barcode  onto  each 
envelope.  Its  sophisticated  database  even  has  the  capacity  to 
correct  a  recipient's  street  number  or  Post  Office  box.  The 
MLOCR  also  presorts  each  envelope  by  geographical  desti- 
nation, reducing  delivery  time  by  presorting  materials  for 
U.S.  Postal  Service  distribution  offices  that  previously  had 
to  process  the  envelopes  from  scratch. 

In  mid-January  1991,  one  MLOCR  began  operating  in 
The  Travelers'  Hartford  data  center,  where  an  average  of 
150,000  pieces  of  mail  is  processed  daily.  The  two  remain- 
ing machines  were  instaUed  in  the  company's  Norcross, 
Georgia  facilities,  which  handle  an  average  of  320,000 
pieces  of  mail  daily.  The  Norcross  operation  was  up  and 
running  by  March. 

The  multiline  optical  character  readers  allow  savings  to 
come  directly  back  to  the  company,  because  the  function  is 
in-house,  rather  than  handled  by  a  third-party  vendor.  In 
addition,  in-house  processing  allows  a  company  to  control 
the  quality  of  the  mail  received  by  its  customers. 

Envelope  Management 
Increases  Efficiency 

Once  the  barcoding  equipment  was  in  place,  the  next 
task  was  to  examine  the  materials  being  mailed.  Says  Gee, 
"The  Postal  Service  has  established  a  Business  Reply  Mail 
Accounting  System  (BRMAS),  under  which  it  charges  29 
cents  per  first-class  piece,  plus  a  handling  fee.  If  you  use  an 
envelope  that  has  been  standardized  to  U.S.  Postal  Service 
regulations,  the  charge  wjll  be  postage  plus  2  cents  for  each 
piece  that  is  returned.  But  if  you  don't  meet  the  standards, 
the  charge  is  postage  plus  9  cents  per  envelope.  We  were 
finding  that  80%  of  our  mail  didn't  meet  U.S.  Postal  stan- 
dards. With  the  mailing  volume  that  we  have,  we  were  los- 
ing thousands  of  dollars  in  real  savings." 

White  explains:  "We  found  that  the  company  was 
warehousing  and  using  more  than  500  different  types 
of  reply  envelopes,  very  few  of  which  met  Postal  Service 
specifications.  This  slowed  down  the  return  of  mail,  which 
in  turn  slowed  down  the  return  of  premium  payments  to 
the  company.  Together,  The  Travelers  and  the  U.S.  Postal 
Service  designed  generic,  double- window  courtesy  reply 
envelopes,  and  we  narrowed  the  variety  to  20  mstead  of 
the  500  they  had  been  using.  These  new  envelopes 
improved  mail  delivery,  reduced  printing  and  storage 
costs,  tut  down  on  envelope  w^te  and  allowed  quick  and 
accurate  movement  through  the  Postal  Service  system." 

From  the  Mailrooni 
Directly  to  the  Plane 

With  these  new  systems  in  place.  The  Travelers  took  its 
automated  mail  operations  one  step  further  by  purchasing 
computerized  equipment  that  links  its  Hafiford  office 
to  the  Postal  Service's  database  at  nearby  Bradley 


International  Airport.  The  system  is  a  PC-based  software, 
scale  and  modem  program  that  speeds  presorted  mail  by 
allowing  mailers  to  reserve  space  on  the  next  available  air- 
line flight  contracted  to  carry  mail. 

The  real  advantage  of  the  software  program  is  that  it 
sends  presorted  mail  trays  directly  to  the  airport,  rather 
than  through  the  local  post  office.  The  mail  generally 
arrives  a  half  day  to  a  full  day  earlier.  The  system  has 
allowed  The  Travelers  to  get  quicker  returns  from  the  large 
percentage  of  its  customers  who  habitually  pay  their  bills 
on  the  same  day  they  receive  them.  Says  Gee:  "This  is  a 
tremendous  boon  to  us  in  terms  of  speed  and  our  financial 
bottom  line." 

New  Coals  for  a  Winning 
Partnership 

The  partnership  between  the  U.S.  Postal  Service  and  The 
Travelers  has  been  so  successftil  that  the  Postal  Service  has 
chosen  the  company's  Hartford  location  as  one  of  six  test 
sites  in  the  country  for  its  Priority  Mail  ™  Corporate 
Account.  The  program  will  test  the  payment  of  Priority 
Mail  through  a  corporate  number  on  a  barcoded  label  that 
is  affixed  to  each  piece,  allowing  for  precise  tracking. 

As  Postal  Service  representative  White  says, 
"Creativity  and  commitment  are  essential  to  the  success  of 
automation  programs.  Because  The  Travelers  takes  a  cre- 
ative, proactive  approach,  and  is  committed  to  making 
things  happen,  the  partnership  between  The  Travelers  and 
the  U.S.  Postal  Service  has  been  extremely  successful.  Both 
of  us  have  come  out  winners."  ■ 


Express  and  Priority  Mail  Services  Information     ^ 


For  more  information  on  advanced  postal  tecttnology, 
call  1-800-843-8777,  ext.  500. 

Express  and  Priority  Mail  Services  are  another  way  the 
U.S.  Postal  Service  can  help  your  company  increase  efficiency 
and  cut  mailing  costs. 

Here  are  some  tips: 

1 .  Call  1  -800-222-1 81 1  for  Express  Mail®  and  Two  Day 
Priority  Mail™  pickup  and  Express  Mall  Compiiterized 
Tracking  and  Tracing. 

2.  Express  Mall  and  Two  Day  Priority  Mail  pickup  charges 
are  only  $4.50  per  pickup,  no  matter  how  many  pieces 
you  have. 

3.  We  deliver  Express  Mall  365  days  a  year,  including 
Saturday,  Sunday  and  holidays.  Everyday  delivery  Is  avail- 
able at  no  extra  charge. 

4.  You  can  drop  off  your  Express  Mall  and  Two  Day  Priority 
Mail  at  one  of  more  than  26,000  collection  boxes. 


Industrial  espionage 


B-2  Stealth  bomber  in  flight 

Did  French  intelligence  target  its  radanevading  secrets? 


joint  ventures.  In  some  countries, 
U.S.  businesses  are  required  to  hire 
nationals — and  these  may  be  planted 
by  their  own  governments  to  pass  on 
information. 

Cris  Castro,  a  security  consultant 
and  executive  director  of  Mantech 
Strategic  Associates  in  San  Mateo, 
says  one  of  his  clients  relocated  its 
international  headquarters  to  Paris 
and  soon  realized  competitors  had 
gained  access  to  its  business  plans. 
The  firm's  chief  mistake:  It  had 
shipped  a  computer  loaded  with  de- 
tails of  its  business  plans  to  Paris. 

The  personal  computer  revolution 
is  helping  the  spies  do  business.  Com- 
puterized information,  once  protect- 
ed in  minimal  access  mainframe  com- 
puters, is  now  promiscuously  distrib- 
uted on  networks  among  desktop 
users.  Employees  or  others  may  walk 
out  with  critical  chunks  of  the  corpo- 
rate database  on  a  floppy  disk. 

In  one  criminal  case  prosecuted  in 
California,  a  French  national  was 
caught  with  computer  source  code 
from  Palo  AJto- based  Renaissance 
Software  on  his  way  out  of  the  coun- 
try. In  another  case,  the  U.S.  Customs 
Service  found  an  Egyptian  C- 1 30  car- 
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go  plane  waiting  on  the  tarmac  of  a 
Baltimore  airport,  about  to  haul  off 
missile  components  secured  by  an 
Egyptian  national  working  as  a  rocket 
scientist  in  Sacramento.  But  in  only  a 
handful  of  cases  is  there  a  clear  tie  to  a 
foreign  government.  A  Taiwanese 
employee  of  an  American  chip  com- 
pany, for  example,  was  tracked  to  a 
Taiwanese  firm  making  knockoffs  of  a 
proprietary  chip.  Santa  Clara  County 
investigator  John  Smith,  a  former  po- 
lice chief  who  worked  the  case,  says 
he's  been  calling  Taiwanese  police 
and  prosecutors  for  two  years  but  has 
not  even  had  his  calls  returned.  Is 
Taipei  involved.''  Smith  hasn't  been 
able  to  prove  it. 

Many  incidents,  particularly  where 
allies  are  involved,  are  passed  on  to  the 
State  Department  for  secret  diplo- 
matic resolution.  Such  was  the  case, 
says  the  FBI's  Appel,  when  Japanese 
firms  in  the  mid-1980s  were  purchas- 
ing U.S.  corporate  secrets  from  infor- 
mation brokers. 

"It  should  be  no  surprise  that  the 
activities  of  a  France  or  a  Japan  would 
not  be  publicized  when  the  activities 
of  Russians  were  not  publicized,"  says 
Appel.  Other  cases  are  setdcd  private- 


ly, or  in  civil  court,  where  papers  are 
sealed,  explains  James  Pooley,  an  at- 
torney who  specializes  in  trade  se- 
crets. Many  firms  fear  a  criminal  trial 
will  require  more  technical  disclosure 
than  they  care  to  make. 

In  some  cases  there's  more  than 
embarrassment  behind  corporate  ret- 
icence. One  large  valley  semiconduc- 
tor firm  was  pointed  out  as  the  victim 
of  espionage  but  resolutely  resisted 
any  comment.  According  to  an  FBI 
source,  the  struggling  chipmaker 
didn't  want  to  offend  the  spies:  They 
were  still  big  customers. 

The  FBI  is  expanding  its  operations 
against  foreign  intelligence  services 
that  target  U.S.  industry.  While  Appel 
would  not  go  into  detail  about  man- 
power, he  does  say  that  there  are| 
already  more  than  20  full-time  agents! 
working  espionage  cases  in  the  valleyd 
some  of  those  cases  should  someday] 
surface  in  the  criminal  courts. 

Appel  minces  no  words  in  counsel- 
ing American  business.  "There  are  I 
American  businessmen  who  feel  you 
can  deal  straight  up  with  these  fblksj 
without  having  your  guard  up.  The 
truth  of  the  matter  is  you  do  have  to 
keep  your  guard  up."  ^ 

Forbes  ■  October  26,  1992 
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L&L  for  Human  Potential 


When  the  inventors  of 
fultiSync®  monitors  introduce 
new  series,  pet)ple  do  sit  up  and 
Bke  notice.  They  know  that  MultiSync® 

monitors  are  international  best 
sellers.  And  now,  an  international  desip 
team  has  not  only  brought  brighter- 
than-ever  colors  to  their  flatter,  square 
displays.  It  has  also  made  sure  they 


ErgoDesip 

Reduced  Magnetic  Field^ 


meet  the  world's  most  rigorous  ergono- 
mic  standards.  One  look  a«id  you,  too, 
will  realize,  "Of  course.  NEC  ^  f, 
is  a  world  leader  in  computers  and 
communications.  Electron  devices,  too. 
These  are  the  people  who  also  sponsor  the  Davis 
Cup  by  NEC  and  the  NEC  World  Series  of  Golf. 
From  basic  research  to  global  telecommunica- 
tions systems,  this  company  gets  it  right." 
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How  new  competition  is  forcing  retail  florists 
to  hype  silly  new  products. 
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John  Borden,  executive  vice  president  of  FTD 

"We've  got  to  bring  the  casual  customer  back  into  the  florist." 


James  Pakhas  been  a  successful  land- 
scape designer  in  Rudand,  Vt.  for  die 
past  27  years,  but  5  years  ago  he  made 
a  big  mistake.  He  opened  a  retail 
florist  shop.  Today  Pak  is  $540,000 
poorer  and  Pak  Floral  Center  has  a 
"for  sale"  sign  hanging  on  the  door. 
Says  Pak:  "I  told  my  boy,  'Whatever 
you  do,  don't  open  a  flower  shop.'  " 

The  problem  for  Jimmy  Pak  and 
the  country's  other  retail  florists  is  all 
sorts  of  new  competition.  Imports  are 
up,  making  cut  flowers  much  cheaper. 
Every  day  seven  Boeing  747s  packed 
with  inexpensive  carnations,  roses,  al- 
stroemeria  and  freesias  fly  into  the 
U.S.  from  Colombia. 

The  lower  prices  help  the  florists, 
but  they  help  a  new  breed  of  low- 
overhead  flower  retail  outiet — every- 
thing from  Korean  grocery  stores  in 
Manhattan  to  street  vendors  in  Santa 
Monica — even  more.  Meanwhile, 
more  supermarket  chains  are  entering 
the  market — Price  Chopper  is  about 
to  expand  a  store  in  Rutland  that  will 
offer  a  fiill-service  florist.  "They  can 
buy  a  lot  cheaper  than  I  can,"  says 
Bonnie  Hawley,  owner  of  Rutiand's 
Hawleys'  Florist. 

So  retail  florists  have  seen  their 
share  of  the  $12.7  billion  ( 1991  sales) 
cut- flower  market  drop  from  over 
75%  ten  years  ago  to  around  50% 
today.  It's  still  falling.  This  year  there 
are  about  1,500  fewer  florists  than 
there  were  in  1991 — a  3%  drop  in 
the  total. 

Which  is  where  the  Florists'  Trans- 
world  Delivery  Association  comes  in 
Most  people  know  ftd  by  spokesman 
Merlin  Olsen,  a  bald,  lovable  lug  whc 
used  to  play  football  for  the  L.A, 
Rams  and  now  pitches  ftd  product.^ 
like  the  Big  Hug  Mug  in  ftd's  televi 
sion  commercials.  It's  as  hokcy  a; 
marketing  gets — the  Big  Hug  Mug 
comes  with  a  small  polyester  tcdd\ 
bear  gripping  a  garish  spray  of  carna 
tions,  daisies  and  lilies,  all  topped  by  ;t 
paw-marked  card  reading  "Just  be* 
cause  you're  you." 

But  there's  big  money  in  bath 
FTD  was  founded  in  1910  by  1 5  ent 
prising  florists  who  agreed   to  ex 
change  orders  for  out-of-town  dcliv 
erics.   The   idea   is  simple:   Make 
standardized  floral  arrangement  avail 
able  nationwide,  as  McDonald's  h.i 
done  with  hamburgers.  C^all  in  a 
order  to  an  FTO-mcmber  florist,  an 
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Isn't  it  time  we  all  took  a 

smarter  approach  to  the 

business  of  philanthropy? 


INTRODUCIN 


The  Charitable  Gift  Fund 


An  innovative  new  service  from  Fidelity  Investments.  Designed  to 
revolutionize  and  revitalize  the  business  of  giving. 

The  Gift  Fund  enhances  the  value  of  your  charitable  dollars, 
provides  immediate  tax  deductions,  and  allows  you  to  recommend 
contributions  to  qualified  non-profits  at  your  convenience. 

Without  the  usual  legal  and  accounting  hassles,  distribution 
requirements  and  investment  management  responsibilities.   no  more 

time-consuming   PAPERWORK  OR   UNNECESSARY   EXPENSES. 


The  Charitable  Gift   Fund,   a  simple,   sensible  alternative  to 
individual  and  corporate  foundations.  new  from  fidelity.  to  request 
the  details,  call  a  charitable  gift  fund  representative  today  a"i 
1 -800-544-0275,  ext.  1  6.  or,  fax  your  inquiry  to  (617)  248-1  851  . 


C^haritable  ^-Yift  J\ 


^m /und 


MARKETING 


the  same  bouquet  can  be  arranged 
and  delivered  by  any  other  member 
florist  anywhere  in  the  country. 

Today  ftd  is  owned  by  around 
23,000  florists  who  share  the  profits 
from  20  million  orders  for  flower 
deliveries  in  other  cities  through  the 
FFD  network.  Member  florists  pay  ftd 
7%  of  the  value  of  each  transaction  to 
cover  ftd's  $40  million  ad  budget 
and  other  costs  like  Merlin  Olsen's 
contract  ($300,000  a  year  for  about 


bers  transform  themselves  fi*om  sim- 
ple florists  into  what  it's  calling  "sen- 
timent centers,"  where  well-meaning 
but  tongue-tied  customers  can  ex- 
press themselves  through  the  full 
range  of  maudlin  media — candy, 
cards  and  gourmet  food  baskets, 
along  with  flowers. 

"We've  got  to  bring  the  casual 
customer  back  into  the  florist,"  says 
John  Borden,  executive  vice  president 
of  FTD  and  the  architect  of  its  new 


New  from  FTD:  Boo-quet,  Big  Hug  Mug  and  Chicken  Soup 

Trying  to  even  out  the  peaks  and  valleys  of  the  florist's  year. 


15  days'  work).  Last  year  FTD  sales 
came  to  $678  million,  about  the  same 
as  in  1990.  Profits:  $5.9  million,  most 
of  which  was  distributed  to  ftd's 
florist/owners. 

Good,  but  not  good  enough  to 
save  florists  like  Jimmy  Pak  from  ar- 
ranging their  own  funeral  wreaths.  So 
FTD  is  going  into  marketing  over- 
drive. It's  frantically  launching  new 
products,  starting  an  800-number 
flower  delivery  service  early  next  year 
and  entering  the  market  for  more 
exotic  $50-to-$80  arrangements  for 
corporate  customers. 

FTD  is  also  trying  to  help  its  mem- 
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marketing  push.  FTD  made  its  first 
move  in  this  direction  earlier  this 
month,  when  it  acquired  the  small 
Renaissance  Greeting  Cards  of 
Maine — ftd's  first  consumer  prod- 
ucts acquisition. 

To  keep  florists  above  water,  Bor- 
den says  he's  looking  to  increase  the 
share  of  their  business  that  goes 
through  FTD  from  its  current  15%  to 
as  much  as  30%.  One  aim  here  is  to 
even  out  the  peaks  and  valleys  of  the 
florist's  year.  As  it  stands  now,  florists 
make  most  of  their  sales  from  four 
holidays:  Christmas,  Valentine's  Day, 
Mother's  Day  and  Easter.  "The  rest 


of  the   year,"   says   Borden,   "they 
starve." 

Among  other  things,  ftd  is  trying 
to  mine  some  of  the  lesser  holidays. 
ftd's  new  Halloween  Boo-quet,  due 
out  this  month,  plays  oflf  Halloween's 
status  as  the  second-leading  holiday 
for  adult  parties  (after  New  Year's 
Eve).  The  co-op's  Bundle  of  Joy  bou- 
quet feeds  off  the  current  baby 
boom — florists  sold  750,000  of  them 
to  friends  and  family  of  new  parents  in 
the  ten  months  since  the  product  was 
introduced.  Also  new  are  Chicken 
Soup — for  the  ailing;  Thanks  a 
Bunch;  and  Congrats  to  You.  In  all, 
FTD  has  introduced  seven  new  prod- 
ucts this  year.  Until  now  the  company 
was  bringing  out  around  two  new 
products  a  decade. 

As  part  of  the  new  product  strategy, 
FTD  is  joining  forces  with  the  manu- 
facturers of  other  branded  products 
whenever  possible.  For  example,  the 
Boo-quet  includes  candy  from  m&m/ 
Mars,  and  Bundle  of  Joy  comes  with  a 
Gerber  baby  bottie,  pacifier,  ratdc 
and  discount  coupons.  The  branded 
tie-ins  give  the  bouquets  some  extra 
marketing  oomph  and  help  defray 
costs — Gerber  kicked  in  almosi 
$400,000  to  FTD'S  ad  budget.  Foi 
next  summer,  a  period  when  flowei 
sales  wilt,  ftd  is  looking  to  hook  up 
with  Lipton  Ice  Tea. 

The  bouquets  themselves  tend  tc 
consist  of  exacdy  the  same  workada} 
array  of  flowers — carnations  and  dai 
sies  predominate.  There's  good  rea 
son  for  this.  The  flowers  must  b 
cheap  enough  that  the  florists  car 
price  them  anywhere  from  $25  t( 
$35,  good  mass-market  price  points 
And  the  flowers  in  the  bouquets  mus 
be  available  year-round  and  hard; 
enough  to  last  ten  days.  Which  mean 
lots  of  daisies  and  carnations. 

Such  standardized  products  don" 
sit  well  with  a  lot  of  ftd's  membc 
florists,  many  of  whom  entered  th 
treacherous  business  to  exercise  thei 
artistry  in  flower  arranging.  There 
not  much  artistry  to  a  Big  Hug  Mugc 
Boo-quet.  But  to  ftd's  Borden,  tir 
kering  with  tea  roses  at  a  time  like  th 
is  the  floral  equivalent  of  rearranj 
ing  the  deck  chairs  on  the  Titanic. 

"We  test  each  product  on  thoi 
sands  and  thousands  of  shoppers, 
says.  "The  consumer  doesn't  Wi 
art,  he  wants  what  he  ordered." 
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Now  fly 

nonstop  to 

South  Anica. 


SAA's  Exclusive  New  747-400 
Nonstop  Service. 

Starting  November  4,  SAA's  new  nonstop 
JFK- Johannesburg  service  will  get  you  to  South 
Africa  quicker  than  ever  before— because  only 
SAA  flies  nonstop  from  the  U.S.— with  three 
nonstop  services  and  one  direct  service  each 
week  from  the  American  Airlines  terminal. 


SAA  SCHEDULE 

DEPART 
NYC 

MON. 

WED. 

PRI. 

SAT* 

6:30  PM 

6:30  PM 

6:30  PM 

6:30  PM 

ARRIVE 
JOHANNESBURG 

3:55  PM 
TUES. 

3:55  PM 
THURS. 

3:55  PM 
SAT 

5:25  PM 
SUN. 

'Direct  service  via  illia  do  Sal. 
Not  only  will  you  fly  in  less  time, 
but  also  in  more  luxury  and  com 
fort  aboard  a  custom-configured 
747-400.  In  fact  SAA  has  been 
voted  '  'Best  Airline  to  Africa' ' 
four^years  running  by  the  readers 
oiEocecutive  Traveller  in  the  U.K. 


Who's  faster 
by  hours? 

OURS! 


SAA  flies  you  there  in  less  than  half  the  time  it 
takes  to  go  via  Europe  on  other  airlines. 

As  an  incentive,  when  you  fly  Blue  Diamond 
(First)  or  Gold  (Business)  class,  our  special 
Spouse  Fare  lets  you  bring  your  other  half 
for  only  half. 

For  reservations,  see  your  travel  agent  or 
call  1-800-722-9675. 


SOUTH  AFRICAN  AIRWAYS 


ur  a  uuiYitha 


EDITED  BY  FLEMING  MEEKS 


In  a  society  looking  for 
health  care  solutions, 
Ramsay-HMO  is  worth  looking  at. 

The  morning 
after 


By  Joel  Millman 


Hurricane  Andrew  hit  on  Mon- 
day," says  Luis  Lamela,  proudly, 
"and  we  were  open  on  Tuesday." 

Lamela,  42,  runs  Ramsay- hmo 
Inc.,  a  publicly  owned  health  mainte- 
nance organization  that  collected 
nearly  $200  million  worth  of  health 
•care  insurance  premiums  from  its 
105,000  members  last  year.  One  o: 
Ramsay-HMO's  clinics  is  in  Home- 
stead, Fla.,  a  city  that  was  devastatec 
by  Hurricane  Andrew.  But  with  it! 
examining  rooms  destroyed,  the  din 
ic  handled  its  patients  anyway — ir 
recreational  vehicles  converted  tc 
doctors'  offices  on  wheels.  Today 
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arge  construction  trailer  temporarily 
louses  Ramsay's  Homestead  clinic. 

Lamela  had  to  reopen  his  clinic, 
ast.  Unless  Ramsay-HMO  can  provide 
ts  members  with  health  care  when 
hey  need  it,  the  customers  might 
juickly  abandon  Ramsay  for  another 
lealth  care  provider  that  can. 

Ramsay  operates  13  cUnics,  most  of 
hem  in  Greater  Miami's  Cuban- 
^erican  neighborhoods — Kendall, 
^ialeah.  Little  Havana  and  Holly- 
wood. Besides  medical  services  rang- 
ng  from  pediatrics  to  physical  thera- 
»y,  the  clinics  offer  minor  surgery  for 
hings  like  skin  lesions.  The  main 


Ramsay-HMO's 
Luis  Lamela,  left, 
and  Paul  Ramsay 
amid  the  wreckage 
of  Hurricane  Andrew 
Note  portable 
clinic  in 
background. 
"Hurricane 
Andrew  hit 
on  Monday," 
says  Lamela,  "and 
we  were  open 
on  Tuesday." 


clinic,  at  the  corner  of  La  Primera 
Calle  and  Ronald  Reagan  Avenue  in 
the  heart  of  Little  Havana,  features 
jumbo-size  examining  rooms  (to  ac- 
commodate relatives  sitting  in  on 
consultations)  and  a  snack  bar  dis- 
pensing cups  of  sweet  cafe  cubano. 

As  the  amenities  suggest,  Ramsay- 
HMO  markets  its  services  to  a  tighdy 
focused  audience:  middle-class  His- 
panic families  who  need  health  care 
coverage  and  can  pay  for  it.  Either 
directiy  or  through  their  employers, 
some  53,000  families  pay  an  average 
$200  to  $300  a  month  for  coverage. 
But  Ramsay  also  has  10,000  individ- 
ual members,  mosdy  self-employed 
professionals.  Individuals  pay  around 
$90  a  month.  That's  competitive  with 
similar  hmos  in  Miami. 

So,  how  can  Ramsay- hmo  stay 
ahead?  Most  HMOs  contract  with  out- 
side physicians  and  hospitals,  and 
market  these  services  as  group  health 
plans  to  employers.  In  other  words, 
they  must  price  their  policies  off  an 
existing  cost  level  over  which  they 
have  littie  or  no  control. 

By  contrast,  Ramsay- hmo  employs 
its  own  physicians  and  manages  its 
own  facilities,  where  80%  of  its  mem- 
bers are  treated.  This  means  Ramsay- 
HMO  needs  much  more  capital  than 
the  typical  hmo  to  get  its  clinics  up 
and  running.  But  it  also  means  Ram- 
say can  control  its  costs  to  a  degree 
most  competing  hmos  cannot. 

Another  secret:  Don't  load  up  with 
members  who  can't  or  won't  pay  their 
monthly  fees.  "I  took  my  cue  from 
the  bankers,"  says  Lamela.  "When 
you  lend  money,  you  don't  look  for 
who  needs,  but  who  can  pay." 

Ramsay- HMO's  financials  reflect 
Lamela's  no-nonsense  attitude.  On 
its  nearly  $200  million  in  revenues  in 
the  fiscal  year  ended  in  June,  Ramsay- 
HMO  earned  $7.5  milllion  ($1.25  a 
share),  up  58%  from  1991.  Ramsay's 
stock,  traded  over-the-counter,  was 
recentiy  at  30^2,  up  from  21  in  July — 
and  up  fi-om  just  11  at  the  start  of 
1990.  With  a  price/earnings  ratio  of 
over  18  times  estimated  1993  earn- 
ings, Ramsay  is  not  the  cheapest  health 
care  stock.  But  compared  with  larger 
rivals  like  U.S.  Healthcare  and  United 
Healthcare,  with  p/es  in  the  mid-20s, 
it's  not  the  most  expensive,  either. 

Ramsay- HMO  grew  out  of  the  Cli- 
nica    Associacion    Cubana — CAC — a 
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clinic  in  Miami's  Litde  Havana  started 
in  1970  by  a  Cuban  refiigee  family. 
When  Congress  enacted  hmo  legisla- 
tion in  1973,  the  clinic  became  Flori- 
da's first  licensed  hmo  and  began 
pursuing  new  members.  But  it  ex- 
panded too  fast,  chasing  into  Anglo 
counties  Broward  and  Palm  Beach, 
and  losing  control  of  costs. 

In  1988  the  clinic  was  rescued  from 
bankruptcy  by  an  Australian  venture 
capitalist  named  Paul  Ramsay,  who 
owns  a  television  network  and  hospi- 
tal chain  in  Sydney,  Australia.  As  a 
media  man,  Ramsay  knew  something 
about  targeted  audiences  and  market 
niches.  He  says  he  liked  the  idea  of  a 
clinic  specializing  in  Cuban  subscrib- 
ers because  other  hmos  had  over- 
looked the  concentrations  of  small 
family  businesses  in  Miami's  Cuban 
neighborhoods.  Marketing  through 
the  Spanish-language  media,  he  says, 
was  inexpensive.  And  there  were  syn- 
ergies of  sorts.  Concentrating  on  the 
Spanish  market,  for  example,  Ramsay 
hired  many  expatriate  South  Ameri- 
can, Caribbean  and  Spanish  medical 
professionals;  these  employees  then 
spread  the  word  about  Ramsay- hmo 
throughout  their  own  communities. 

There  was  the  capital  problem.  So 
in  1989,  a  year  after  Ramsay  bought 
the  clinic  for  $9  million,  Ramsay- HMO 
raised  $25  million  in  an  initial  public 
offering;  this  was  followed  by  a  $21 
million  secondary  offering  in  1991. 
The  money  was  used  to  pay  down 
debt  and  increase  the  number  of  cUn- 
ics from  6  to  13.  Ramsay's  stake  is 
now  20%,  worth  $35  million  today. 

Luis  Lamela  joined  the  clinic  in 
1977  after  earning  a  pharmacy  degree 
from  the  University  of  Florida.  He 
was  named  chief  executive  in  January. 
To  keep  the  company  growing,  La- 
mela says  he'll  open  five  new  clinics  by 
1995;  he  has  already  marketed  Ram- 
say-HMO's  group  health  policies  to 
the  cruise  ship  industry,  where  the 
company  now  covers  5,500  employ- 
ees on  two  dozen  cruise  ships. 

What  of  the  prospects  of  opening 
Ramsay-HMO  clinics  in  post-Castro 
Cuba.''  Lamela,  who  fled  Cuba  in 
1962,  agrees  it's  possible,  but  he's  not 
giving  it  much  thought  right  now. 
"Our  biggest  challenge  is  to  be  disci- 
plined," says  Lamela.  "Not  to  buy 
every  opportunity  we  see,  but  to  build 
on  what  we  have."  ^ 
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UP  &  COMERS 


Two  years  ago  Richard  Thalheimer's  Sharper  Image 
was  on  its  way  out  of  business.  Some  tough  decisions 
are  bringing  it  back. 

The  Sharper 
Image's 
sharper  image 


By  Gretchen  Morgenson 

In  the  late  1980s  Richard  Thal- 
heimer  had  it  all.  His  company,  The 
ShaqDcr  Image,  that  trendiest  of  spe- 
cialty retailers,  was  on  a  roll.  Revenues 
had  grown  from  $51  million  in  1982 
to  $208  million  in  fiscal  1989  (year 


ended  Jan.  31,  1990).  Thalheimer 
had  taken  the  company  public  in 
1987,  and  his  80%  stake  was  then 
worth  $65  million.  Thalheimer  start- 
ed the  San  Francisco-based  company 
from  scratch  in  1977  when  he  sold  a 


digital  wristwatch  by  mail. 

The  success  went  quickly  to  Thal- 
heimer's head.  He  sat  back  and  en- 
joyed the  fruits  of  his  labors.  In  1987 
Thalheimer,  then  39,  began  to  with- 
draw from  day-to-day  management 
of  the  company.  He  stopped  doing 
the  buying  for  the  catalog  and  the  60- 
odd  Sharper  Image  stores  sprinkled  in 
malls  across  the  country.  Instead  he 
spent  most  of  his  time  renovating  his 
80-year-old  house  in  San  Francisco. 
'T  needed  a  break,"  he  recalls. 

The  break  nearly  broke  him.  By 
early  1990  the  company  was  losing 
money.  That  Christmas  was  a  disaster 
for  all  retailers.  Sharper  Image  includ 
ed.  As  disposable  incomes  dropped, 
the  frivolous  gadgets  and  electronic 
gizmos  for  which  Sharper  Image  was 
famous  were  suddenly  erased  fi"om 
shoppers'  lists.  Sales  in  fiscal  1990 
dropped  13%,  to  $181  million,  and 
the  company  lost  some  $3.6  million 
before  tax  credits. 

Last  year  sales  fell  again,  to  $142 
million,  with  losses  rising  to  $5.2 
million  before  tax  credits.  The  com- 


The  Sharper  Image's  Richard  Thalheimer 

Merchandise  has  gone  from  trendy  trinkets  to  the  utilitarian 
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When  you're  away  from  your  office 
we  bring  your  office  to  you. 


Today  you  can  carry  a  phone  in  your  shirt  pocket,  keep 
computer  in  your  briefcase,  even  send  a  fax  from  your  car. 
Ameritech  is  at  the  forefront  of  this  personal 
lommunications  revolution.  Since  we  built  the  world's 
Irst  commercial  mobile  telephone  network,  we've  become 
lie  largest  operator  in  the  Great  Lakes  region.  With  every- 
liing  from  messaging  and  paging  to  information  access,  we're 
[roviding  people  with  new  freedom  and  mobility. 
We're  preparing  for  the  future,  too.  This  year  we're  con- 
jcting  one  of  the  most  comprehensive  personal  communica- 
)ns  services  (PCS)  trials  in  the  nation.  Our  PCS  technology 
ill  utilize  our  existing  network  and  allow  portable  phones 
be  smaller,  lighter  and  less  expensive.  Also,  we  are  pur- 
ging new  digital  technology  with  the  potential  for  fifteen 
les  more  capacity  than  current  cellular  systems. 


At  work,  at  home,  and  on  the  move,  we're  connecting 
our  customers  with  tomorrow  and  our  shareowners  with 
financial  opportunity.  In  fact,  we've  already  outperformed 
the  other  regional  communications  companies  in  return 
to  equity  eight  years  in  a  row. 

For  a  copy  of  our  Annual  Report  or  related  financial  pub- 
lications, call  Ameritech  Investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameritech  are: 
Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell 
Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development 
Ameritech  Information  Systems  •  AmerKech  International 
Ameritech  Mobile  Communications  •  Ameritech  Publishing 
Ameritech  Services  •  The  Tigon  Corporation. 


JsMERSTECH 

Connecting  You  With  Tomorrow 


I  Ameritech  Corporation 


Test  your  knowledge  of  the  environment:  vehicular  fuels. 


1.  Urban  smog  is  caused  by: 

A.  Carbon  monoxide  B.  Ozone  depletion 

C.  Ground-level  ozone  D.  Particulates, 

a.k.a.  ''soot'' 


1.  Answer:  C.  Ground-level  ozone,  which  is 

created  primarily  by  nitrogen  oxides 

reacting  with  sunlight  in  the  presence  of 

reactive  hydrocarbons.  Motor  vehicles  in 

the  US.  currently  contribute  about  40%  of 

the  smog-producing  nitrogen  oxides  in  our 

air.  Vehicles  are  also  responsible  for  60%  of 

the  atmospheric  carbon  monoxide  and  20% 

of  the  soot,  which  also  can  be  toxic. 


2.  A  car,  bus,  or  truck  that  runs  on  natural 

gas  emits  less  carbon  monoxide  than  one 

that  runs  on  gasoline.  About  how  much  less: 

A.  23%  B.45%  C.68%  D.  90% 


3.  In  the  United  States,  nearly  30,000  vehicles 

currently  run  on  natural  gas. 

Worldwide,  the  number  is: 

A.  80,000  B.  150,000  C.  300,000  D.  700,000 


2.  Answer:  D.  According  to  an  Environmental 
Protection  Agency  report  in  April  1990, 
natural  gas  vehicles,  compared  to  gasoline- 
powered  vehicles,  emit  90%  less  carbon 
monoxide,  80%  to  93%  fewer  smog-producing 
hydrocarbons,  and  90%  fewer  toxic  air 
emissions.  Also,  natural  gas  vehicles  emit 
virtually  no  soot. 

3.  Answer:  D.  Italy  alone,  has  300,000.  The 
Commonwealth  of  Independent  States 

(formerly  the  U.S.S.R.):  200,000.  New 

Zealand:  110,000.  But  the  U.S.  may  soon 

surpass  all  these  countries.  The  immediate 

source  of  growth  is  likely  to  be  fleet  vehicles, 

which  can  be  centrally  refueled.  Municipal 

vehicles,  school  buses,  package  delivery 

trucks,  and  airport  service  vehicles  are  just 

a  few  examples  of  the  thousands  of  fleet 

vehicles  in  the  US.  that  have  already 
switched  to  using  natural  gas.  In  an  age  of 

environmental,  economic,  and  energy 

dilemmas,  running  our  vehicles  on  clean, 

domestically  produced  natural  gas  seems 

like  an  increasingly  natural  solution. 


There  are  no  simple  answers  . .  .but  there  are  smart  choices. 
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You  won't  see  exhaust  fumes— particu- 
lates—coming  out  of  the  back  of  this 
van.  Because  it's  a  Natural  Gas  Vehicle 
(NGV).  Not  only  do  NGVs  cut  particulates 
to  virtually  0%,  they  can  cut  carbon 

monoxide  and 

maintenance 
costs,  too.  What's 
rnore,  natural  gas  costs  the  equiva- 
lent of  gasoline  at  70  to  80  cents  a  gallon. 
And  NGVs  are  no  longer  down  the  road. 
They're  on  the  road.  30,000  vans,  trucks, 
buses,  taxis  and  other  fleet  vehicles. 
NGV  pickup  trucks  and  vans  will  be 
produced  by  General  Motors,  Ford  and 
Chrysler  More  and  more  stations  are 
being  built  to  refuel  them.  And  with 
North  America's  abundant  natural  gas, 
we'll  avoid  the  toll  taken  by  foreign  oil 


Use  natural  gas.  V^e'll  all  breathe  easier 


UP  &  COMERS 


pany's  stock  sank  from  a  high  of  10%  a 
share  to  less  than  1,  shearing  91%  off 
of  Thalheimer's  net  worth. 

And  things  were  getting  worse. 
The  word  was  out  that  Thalheimer 
was  in  trouble.  In  December  1991 
Thalheimer's  banks  balked  at  renew- 
ing his  credit  lines. 

"People  told  me  that  1  probably 
couldn't  bring  the  company  back," 
says  Thalheimer.  "They  said  the 
Sharper  Image  was  a  thing  of  the 
Eighties." 

Thalheimer  thought  otherwise. 
Rather  than  characterize  his  merchan- 


ucts — stereos,  telephones,  televi- 
sions— that  are  found  everywhere  and 
easily  comparison-shopped.  Two 
years  ago  such  electronics  products 
made  up  40%  of  Sharper  Image's 
sales;  today  they  kick  in  only  26%. 

Because  65%  of  Sharper  Image  cus- 
tomers are  men,  Thalheimer  began 
stocking  his  shelves  with  higher- mar- 
gin men's  casual  clothing,  such  as  silk 
shirts,  leather  jackets  and  casual  walk- 
ing shoes.  Sharper  Image  was  one  of 
the  first  retailers,  for  instance,  to  catch 
the  Nicole  Miller  necktie  fever. 

"Men  hate  to  shop  in  department 


A  Sharper  Image  store  in  San  Francisco 

More  clothing  in  stores  and  catalogs  means  better  margins. 


disc  as  toys,  he  believed  he  was  selling 
ingenuity,  products  that  could  simpli- 
fy or  improve  consumers'  lives. 

But  changing  the  perception  that 
his  company  was  a  supermarket  of 
unnecessary  luxuries  for  bored  adult 
brats  meant  having  to  change  its  mer- 
chandise mix. 

Up  against  the  wall,  Thalheimer 
fired  his  buyer  in  the  spring  of  1991 
and  resumed  shopping  for  Sharper 
Image  selections  himself.  Bowing  to 
more  frugal  times,  he  looked  for  less 
expensive  gear — price  tags  under 
$50,  for  instance. 

Thalheimer  also  cut  down  on  low- 
margin  consumer  electronics  prod- 


stores,"  says  Thalheimer.  "Our 
clothes  are  stylish,  but  the  selection 
isn't  overwhelming."  Apparel  now 
accounts  for  19%  of  the  company's 
sales,  up  from  2%  in  1990. 

The  average  price  of  a  Sharper  Im- 
age item  in  1987  was  $110;  this  year 
it's  $80,  as  Thalheimer  has  broadened 
the  price  range  of  the  goods  he  sells. 
There's  a  $20  German  rearview  auto 
mirror  that  eliminates  a  driver's  blind 
spot,  and  a  $30  warm-up  jacket,  but 
there  is  also  a  $199  electronic  ency- 
clopedia and  a  $229  heating  foot 
massager.  Sharper  Image's  two  big- 
gest revenue  producers  are  a  $19.95 
pair  of  liquid  gel  insoles  worn  inside 


dress  shoes  for  support  and  cushion 
ing,  and  a  Japanese  reclining  chair 
that  massages  your  back  and  feet  at  a 
cost  of  $1,995. 

How's  the  new  mix  moving?  Pretty 
well.  Comparable  store  sales  in- 
creased 8%  and  catalog  sales — one- 
fifth  of  the  business — grew  25%. 
Sharper  Image's  total  revenues  were 
up  11%  (to  $61  million)  in  the  first  six 
months  of  this  fiscal  year. 

Gross  margins  are  also  improv 
ing — 48%,  compared  with  39%  in  the 
same  period  last  year.  And  although 
sales  per  square  foot  in  Sharper  Im 
age's  stores  have  declined  from 
$1,200  in  1989  to  $752  today,  that's 
still  way  above  most  specialty'  stores 
For  example,  the  Limited's  Bendel 
stores,  high-fashion  women's  bou 
tiques,  do  an  estimated  $450  per 
square  foot. 

While  he  reformulated  his  product 
mix,  Thalheimer  also  took  an  ax  to 
corporate  expenses.  First  he  laid  ofl 
20%  of  his  staff;  in  May  1990  he  froze 
remaining  employees'  salaries  for  two 
years.  Thanks  to  the  depressed  rea 
estate  market,  he  was  able  to  negoti- 
ate more  favorable  rents  on  a  numbei  ( 
of  his  store  leases.  These  cost  reduc 
tions  combined  with  rising  sales  mear 
Sharper  Image  may  turn  a  profit 
year  for  the  first  time  since  1989. 

Now  that  Thalheimer  has  stabilizec 
the  company,  he  can  be  more  adven 
turesome  about  trying  out  new  sellin; 
techniques.  One  tactic  that's  prove 
successful:  In  the  past  six  months  thi 
company  has  installed  17  freestandj 
ing  carts  in  shopping  malls.  Operate 
by  a  single  salesperson,  the  carts  offe 
a  limited  selection  of  Sharper  Image' 
smaller,  more  popular  merchandise  ^ 
The  carts  cost  between  $30,000  an< 
$50,000  to  run  and  should  produc 
from  $100,000  to  $200,000  in  reve 
nues  apiece  annually.  "It's  an  easy  w» 
to  expand  the  business  without  open 
ing  new  stores,"  says  Thalheimer. 

With  a  decent  Christmas  seasoi 
which  accounts  for  around  40%  < 
sales.  Sharper  Image's  fiscal  1992  rc^ 
enues  (year  ending  Jan.  31,  199 
could  reach  $152  million,  earnin 
$1.3  million  (16  cents  a  share).  Tl 
company's   recent   over-thc-count 
stock  price:  3V4.  The  company, 
short,  is  still  a  shadow  of  what  it  was 
the  late    1980s.   But  at  least  it  b 
stopped  taking  on  water.  ■ 
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Emery  Worldwide,  a  CF  Company. 

Our  domestic  and  international  air  freight  company. 


To  start,  pack  several  tons  of  seafood  lightly  in  ice.  Place  carefully 

in  the  planes  of  Emery  Worldwide.  Garnish  with  strict  quality-control 

and  split-second  timing.  Now  express  immediately  by  air  to  hundreds 

of  wholesalers  and  restaurants.  That's  not  only  a  recipe  for  fresh 

fish.  It's  a  complete  recipe  for  success. 

At  Emery  Worldwide,  providing  unique  solutions  to  unique 

shipping  needs  is  what  we  do  best.  We  offer  Customer-ization:  the 

flexibility  to  adapt  to  each  customer's  product  and  freight  pattern, 

whether  you  ship  fresh  turbot  or  heavy  turbines,  across  the  country 

or  around  the  world.  That  makes  us  an  important  ingredient  in  your 

competitive  strategy 

And  as  a  Consolidated  Freightways  Company,  we  can  help  you  operate  more 

efficiently  with  the  most  complete  range  of  services  in  the  industry.  Backed  by 

unparalleled  shipping  management  systems,  and  a  responsive  team  of  professionals 

dedicated  not  only  to  your  satisfaction,  but  to  that  of  your  customers  as  well. 

So  if  you'd  like  to  taste  success  when  you  face  a  freight  transportation  challenge, 
call  Emery  Worldwide.  1-800  HI  EMERY  We'll  create  a  special  recipe  just  for  you. 


COnSOUDRTED  FREIGHTUflVS,  IRC. 


WE  PUT  YOU  MILES  AHEAD 


The 
Companq 


.t^«s^^fe^:vv;^f^J«l 


UP  &  COMERS 


Robert  Shaw  tried  coaching  his  managers  at 
International  Jensen.  When  that  didn't  work, 
firing  them  did. 

Customer's  man 


By  Jerry  Flint 

Robert  Shaw  had  taken  the  day  off 
and  was  driving  home  to  Lake  Forest, 
111.  when  Forbes  caught  him  on  his 
car  phone.  "I  went  to  Dyersville, 
Iowa,"  said  Shaw.  "That's  where  they 
have   the   movie   set  from   Field  of 


Dreams.  I  went  out  there  to  sit  in  the 
small  bleacher  stands  and  do  some 
contemplation.  To  think,  dream,  to 
brainstorm  myself." 

Shaw  is  chairman  of  International 
Jensen  Inc.,  a  Lincolnshire,  111.  maker 


of  audio  speakers,  which  are  sold  prin- 
cipally in  the  automotive  market. 
Ford  and  Chrysler  are  big  customers, 
as  are  retailers  like  Wal-Mart  and, 
Sears.  But  despite  the  down  year  in 
automobile  sales,  Shaw's  business  has 
never  been  better. 

-  In  the  last  fiscal  year  (ended  Feb. 
29)  International  Jensen's  revenues 
were  up  10%,  to  $153  million.  This 
year  sales  are  expected  to  jump  anoth- 
er 10%,  to  $170  million.  An  analyst 
close  to  the  company  thinks  Jensen 
will  earn  $8.3  million,  up  from  $6.5 
million. 

So  what's  to  dream  about.^ 

"I'm  thinking  about  doing  things 

differendy,"     Shaw,     52,     replied. 

"What  can  I  do  to  serve  the  customer? 


XSi 


Robert  Shaw, 
chairman  of 
International 
Jensen  Inc. 
"I  don't  have 
time  to  go 
to  Harvard 
Business  School  m^y 
seminars." 
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COPING  WITH  UNEXPECTED  GROWTH. 


Growth  Is  great. 

Its  what  every  business  scratches,  digs  and  sweats  for. 
jt  It  can  present  problems  if  you're  not  ready  for  It.  To 
indle  the  fruits  of  your  labor,  you  need  to  plan  ahead.  And 
ie  of  Minolta's  small  business  copiers  would  be  an  excellent 
ace  to  start. 

In  addition  to  being  compact,  easy  to  operate  and  load, 
ey  can  give  you  the  kinds  of  things  that  help  any  growing 
islness  keep  up.  * 

Like  complete  sets  of  copies  (without  expensive  sorting 
achments).  Cartridge  loading.  Interrupt  capability  (which 


allows  you  to  Jump  In  and  make  a  quick  copy  even  in  the 
middle  of  a  long  job).  A  50-200%  zoom  range.  And  an 
optional  no-risk  warranty. 

So  If  you  want  a  copier  that  will  allow  you  ^-o  be  ready 
for  whatever  crops  up,  call  1-800-9  -iviiNOLTA. 


COPIERS  AND  FAX  MACHINES 

ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 
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What  can  I  do  to  coach  the  people 
differently?  Just  because  something 
worked  yesterday  doesn't  mean  it's 
going  to  work  tomorrow." 

A  few  years  ago  International  Jen- 
sen was  not  working.  Shaw,  a  former 
market  researcher,  consultant  and 
doctor  to  sick  companies,  was 
brought  in  to  run  Jensen  in  1984. 
Jensen  had  just  lost  its  biggest  cus- 
tomer, General  Motors; 
losses  would  top  $20  mil- 
lion that  year.  But  worst  of 
all  was  the  attitude  of  Jen- 
sen's managers. 

"General  Motors  want- 
ed us  to  improve  quality," 
Shaw  recalls.  "And  our 
people  were  saying,  'No,  it 
can't  be  done.'  " 

Shaw  considers  himself 
more  of  a  management 
coach  than  a  financial  or 
manufacturing  or  sales  ex- 
pert. At  Jensen  he  began  a 
series  of  pep  talks  and  hung 
mysterious  signs  around 
the  headquarters  building 
and  plants  that  read  "Tabu- 
la Rasa,"  to  encourage 
managers  and  workers  to 
come  up  with  new  and  bet- 
ter ways  of  doing  things. 
Sighs  Shaw:  "I  thought  I 
could  cajole,  educate,  hu- 
mor people  into  change." 

But  a  few  months  into 
the  job,  Shaw  took  some  of 
his  managers  from  the 
headquarters  to  visit  a  Jen- 
sen plant  in  North  Caroli- 
na. To  Shaw's  dismay,  the 
managers  couldn't  even 
find  the  plant.  So  much  for 
Tabula  Rasa.  "None  of 
these  guys  knew  where  the 
plant  was.  I  knew  we  had 
some  major  changes  to 
make."  ^^^B 

So  he  reached  for  a  more 
traditional  tool,  the  ax.  Twelve  of 
Jensen's  15  top  managers  were  fired. 
The  three  survivors  got  reassigned. 
"I'm  not  proud  of  doing  that,"  says 
Shaw.  But  the  high-level  firings 
quickly  focused  a  lot  of  minds  on 
improving  the  quality  of  Jensen's 
products. 

Shaw  also  began  to  visit  customers, 
asking  them  to  explain  what  they 
needed.  He  decided  to  give  managers 


and  workers  at  the  local  level  responsi- 
bility to  come  up  with  answers  to  the 
customers'  demands.  Why  local 
workers?  Shaw:  "Because,  God 
knows,  senior  management  didn't 
know  how." 

By  1986  Ford  and  Honda  were 
buying  Jensen's  speakers;  since  then 
Mazda  and  Chrysler  have  ,  become 
customers.    By    1988    Jensen    was 


Speakers  being  electroplated  at  Jensen's  plant 

"We  must  design  something  that  the  customer  wants. 


breaking  even  on  sales  of  $90  million. 
Shaw  knew  he  had  things  under 
control,  but  Jensen's  owner,  Beatrice 
Co.,  wasn't  very  interested  in  the  little 
division.  So  in  1988  Shaw  led  a  $16 
million  management  buyout  from 
Beatrice.  Shaw  put  up  $65,000;  his 
management  group  later  kicked  in 
$335,000.  William  Blair  &  Co.  put  up 
$3  million,  with  the  remainder  bor- 
rowed from  banks. 


Even  though  it  came  rather  late  in 
the  cycle,  Jensen  was  a  textbook  lever 
aged  buyout.  In  February  Shaw  sold 
about  25%  of  the  company's  5.5  mil- 
lion shares  to  the  public,  raising  $15 
million.  The  proceeds  from  the  offer 
ing  were  used  to  pay  down  debt  and 
make  acquisitions.  At  a  recent  price  of 
9^4,  the  Jensen  stock  Shaw  received 
for  his  $65,000  is  currendy  worth 
about  $20  million. 

What  keeps  Jensen  grow- 
ing in  a  so-so  auto  year? 
Customers  like  Ford  and 
Chrysler  with  hot  products, 
plus  the  natural  growth  in 
the  audio  business,  as  well 
as  the  potential  of  selling  to 
more  Japanese  carmakers 
that  are  committed  to  buy- 
ing more  U.S. -made  parts. 
"The  trends  are  to  more 
speakers  and  more  sophisti- 
cated speakers,"  says  Shaw, 
"Right  now  the  typic 
number  [of  speakers]  is 
four  [per  car],  but  it's  goin 
to  six  or  eight." 

Ail  of  those  factors  ar 
important.  But  what  real! 
sets  Jensen  apart  is  the  in 
ternal  voice  that  told  Sha' 
to  spend  a  few  hours  sittin] 
in  the  bleachers  in  Dyers 
ville,  thinking  about  howt 
improve  his  business. 

"I  think  the  hardes 
thing  in  the  world  is  undei 
standing  the  needs  of  th 
customer  on  a  continuini 
basis,"  says  Shaw,  ramblin 
a  bit  as  he  drives  back  fror 
Dyersville.  "And  whj 
counts  is  what  they  wan 
not  what  we  want." 

Continues  Shaw:  "If 
customer  says  he'd  like  t 
'  have  a  lighter-weight,  thi: 

ner  speaker,  when  do  th 
want  it?  And  what  is  thci 
tradeoff— theirs,  not  ours — in  physi 
cal  measurement  versus  cost? 

"I  don't  have  time  to  go  to  Harv; 
Business  School  seminars.  I  just  kno] 
we  must  design  something  that 
customer  wants,  not  what  we  w; 
him  to  want." 

Listening  to  Shaw  reminded  us 
that  mysterious  voice  in  the  Field 
Dreams  movie.  "If  we  build  it  ri 
they  will  come." 
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l^«  MemoHei5<^OMPONEHTS4  Emtoclded  Controllers  •  Microp 


BE  MORE  PLEASED  TO  SEE'  T^t'^Jt!^':r1"' 

i^b  f  ▼  i>ri  ih.  I  ki.«-ik^fe.fe^  I  vr  k#i.b    cellutar  phone  to  breok  tK^  eight  ounce 

TECHNOIOGY  IN  JAB^NESE  HANDS. 'r^-:'^^^ 

l^ryjppulor  in  Jopon.  Along  with  our  pogere,  semiconductors  end  trunked  radio  systems,  our  cellular  phones  hove 
'  quite  0  nome  for  Motorolo  in  o  country  known  for  excellence  in  electronic.  Th3fs  because  we've  mode  perfection 
ultlmole  gool.  And  we  won't  stop  there.  As  we  continue  to  Improve  our  processes,  dyr  objective  will  always  be  to 
lilellver  higher  performance  products  faster -and  price  them  better,  too.  At  Motorola,  we're  not  just  meeting  the  toughest 
nuolity  stondorcfe  in  the  world  today  we're  striving  to  set  them. 
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How  John  Peterman  built  a  $45  million  catalog 
business  after  people  tried  to  buy  the  coat  off  his  back. 

Posters 
from  France, 
motorcycles 
from  China 


By  Gail  Buchalter 

Wherever  he  went  on  business  dur- 
ing the  fall  of  1986,  marketing  con- 
sultant John  Peterman  would  be 
asked  where  he  got  his  unusual-look- 
ing coat — an  ankle-length  canvas 
horseman's  duster  he  had  picked  up  in 
a  Jackson  Hole,  Wyo.  western  store. 
After  dozens  of  people  asked  the  same 
question,  Peterman  concluded  there 


might  be  a  modest  litde  business  in 
selling  $174  dusters.  Turns  out  he 
was  wrong.  There  was  a  terrific  busi- 
ness to  be  done. 

Today  Peterman's  privately  owned 
J.  Peterman  Co.,  based  in  Lexington, 
Ky.,  sells  the  duster  (now  $184)  as 
well  as  Italian  riding  boots  ($198), 
collarless  white  Gatsby  shirts  ($83) 


and  roughly  200  other  items  through 
the  mail.  "These  clothes  are  an  ex- 
pression of  individuality,"  Peterman 
says.  "People  look  at  them  and  think, 
T  can  wear  that.'  " 

Peterman,  51,  a  roguish  sort  who 
once  played  second  base  for  the  Pitts- 
burgh Pirates  farm  team,  claims  his 
sales  will  top  $45  million  this  year,  up 
from  $31  million  in  1991 .  He  plans  to 
open  his  first  retail  store  in  Lexington 
next  month. 

Getting  this  far  wasn't  easy,  howev- 
er. The  son  of  a  banker  from  West 
Nyack,  N.Y.  Peterman  spent  20-odd 
years  bouncing  around  midlevel  sales 
jobs  at  companies  like  General  Foods 
Corp.  and  Casde  &  Cooke.  In  1981 
he  was  fired  from  a  small  Lexington 
plant- food  outfit  after  quarreling  with 
his  boss. 

Out  of  a  job — and  with  a  wife,  four 
kids,  two  months  of  overdue  house 
payments  and  a  $10,000  American  j 
Express  bill  on  his  mind — Peterman  1 
started  doing  consulting  work  for  a 
number  of  companies,  including  a 
specialt)'  food  distributor  in  New  Jer- 
sey. Several  years  later  he  started  get- 
ting comments  on  his  duster.  He 
contacted  the  manufacturer,  Wyo- 
ming-based Schaeflfer  Outfitters,  and 
began  ordering  coats. 


Samples  from  Peterman  catalogs 
English  silver  and  Italian  boots. 
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NEARLY  HALF  OF  ALL  FEMALE  DROPOUTS  QUIT  SCHOOL 
BECAUSE  THEY'RE  PREGNANT.  STAY  IN  SCHOOL. 


Russell  Athletic  is  making  posters  like  this  available  to  teachers  and  coaches,  to  help  remind 
student-athletes  how  important  an  education  can  be.  Because  without  mn^  RUSSELI^ 
a  high  school  diploma,  what  kind  of  future  can  kids  really  expect?      I^ATHLETIC 

Formore  information  about  our  Slay  In  School  campaign,  write:  Russell  Corporation.  Dept.  M.  PO.  Box  272.  Alexander  City.  AL  35010. 

ell  Aihlciic  1992 


STARTING  YOUR  OWN  BUSINESS 


How  did  he  pay  for  them?  First,  by 
using  $500  cash  and  with  30-day 
terms,  which  he  obtained  as  co-owner 
of  a  local  cheese  company.  By  placing 
ads  in  a  local  Kentucky  paper,  he  sold 
only  a  few  dusters. 

Not  exactly  overwhelming.  But 
promising  enough  that  Peterman  ex- 
panded his  advertising  to  25  periodi- 
cals, including  New  Torker,  GQ^znd 
in-flight  magazines.  During  that  11- 
month  period,  he  received  loans  from 
the  Small  Business  Administration 
and  a  local  bank.  He  ended  up  selling 
2,500  dusters,  for  gross  proceeds  of 
$450,000. 

Peterman  started  to  broaden  the 
line.  While  reading  a  book  on  military 
history  he  saw  a  photograph  of  a  shirt 
with  big,  blousy  sleeves.  He  took  the 
picture  to  a  designer  in  Kentucky  who 
made  a  pattern,  which  Peterman  took 
to  a  manufacturer.  He  named  it  the  J. 
Peterman  shirt  and  began  selling  it 
for  $33. 

By  the  end  of  1987  Peterman  had 
added  three  more  items — a  New  York 
Fireman's  coat  ($362),  the  Baker 
Street  Coat  with  Cape  ($410)  and  the 
Alternative  Coat,  which  was  a  hip- 
length  duster  ($154) — to  his  direct- 
mail  business.  That  year  sales  reached 
$580,000,  and  the  littie  company 
broke  even. 

But  the  need  for  new  cash  was 
constant.  Peterman  started  selling  his 
interest  in  the  cheese  company  in 
1988  (he  got  $250,000)  and  made 
the  rounds  of  venture  capital  firms. 
No  luck.  But  in  October  1988  two 
friends  invested  $25,000  each.  An- 
other colleague,  Donald  Staley,  presi- 
dent of  the  New  York-based  advertis- 
ing agency  Staley,  Fox  Inc.,  was  to 
have  a  major  impact  on  the  business. 

Staley  started  writing  all  the  ads  as 
well  as  the  copy  for  the  Owner's  Man- 
ual, Peterman's  quirky  6-by- 10-inch 
catalog  that  comes  out  five  times  a 
year.  It's  printed  on  heavy  white 
matte  paper  with  each  page  devoted 
to  a  single  item,  described  in  flowery 
prose:  "Put  on  this  handsome  soft 
snuggly  red  nightshirt  and  almost  im- 
mediately you'll  hear  the  silence  that 
always  precedes  the  beginning  of  a 
snowfall." 

Or  how  about  Peterman's  $157 
Hollywood  Dance  Pants:  "You 
have  not  seen  pants  styled  like  this 
since  Fred  &  Ginger  danced  their  way 


down  to  Rio.  .  .  .  Go  ahead.  Glide 
across  the  room  in  these  pants.  Is  that 
a  bossa  nova  playing?"  Unable  to 
afford  expensive  photography,  Peter- 
man opted  instead  for  watcrcolor 
fashion-sketches,  which  seemed  to 
match  Staley's  words  better  anyway. 

But  just  when  things  were  starting 
to  look  up,  a  new  problem  arose.  The 
Wyoming  duster  maker  couldn't  keep 
up  with  Peterman's  orders.  Ship- 
ments were  arriving  late,  and  Peter- 
man had  to  spend  time  on  the  phone 


with  disappointed  customers. 

The  solution:  He  started  makir 
the  dusters  himself  This  gave  Pctc| 
man  more  control  over  quality'  ai 
production,     but    other    problci 
arose.  In  the  first  quarter  of  1989  i 
company  lost  $300,000  on  sales 
over  $500,000.  Peterman  was  unal 
to  pay  his  20  suppliers,  some  of  wh( 
he  owed  $40,000.  He  called  thc( 
one  by  one,  and  arranged  to  pay  the 
$1,000     a     week.     He     borrov 
$  1 5,000  on  his  credit  cards  and  as 
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John  Peterman 
wearing  a  horseman's 
duster,  next  to  his 
Auburn  speedster 
"These  clothes 
are  an  expression 
of  individuality. 
People  look  at 
them  and  think, 
'lean  wear  that.'" 


lends     for     small     loans,     raising 

^5,000  to  put  out  his  spring  catalog. 

Jales  from  that  catalog  paid  off  the 

card  and  small  loan  debt  and 

)wed  the  summer  catalog  to  come 

on  time.  But  now  the  fall  catalog 

^s  in  jeopardy. 

"hen  the  phone  rang.  It  was  Alex- 

ier  Hambro,  an  associate  of  the 

York- based   Hambro  Interna- 

[nal  venture  capital  firm.  He  wanted 

,  know  if  Peterman  needed  inves- 

Trying  to  maintain  his  cool, 

October  26, 1992 


Peterman  said  he  might.  He  sent 
along  a  business  plan  and,  a  few  days 
later,  Edwin  Goodman,  a  general 
partner  in  Hambro,  flew  to  Lexington 
to  meet  with  Peterman. 

It  was  on  Goodman's  behest  that 
Alexander  Hambro  had  called  Peter- 
man. Goodman  had  noticed  the  dust- 
er ad  in  the  New  Yorker  and  found 
both  it  and  the  product  intriguing. 
The  two  spent  the  day  in  Peterman's 
cramped  offices  reviewing  financials, 
production  sheets  and  business  plans. 


Over  dinner  that  night,  they  wrote 
the  terms  of  a  $1.1  million  Hambro 
investment  on  a  paper  napkin.  Good- 
man took  the  napkin  back  to  New 
York,  where  his  partners  bought  the 
plan — and  Goodman  later  bought 
himself  a  duster,  too.  Says  Peterman 
of  the  experience:  "My  philosophy  of 
life,  catalogs  and  business  is  that  it 
should  be  simple,  elegant  and  sophis- 
ticated, and  that  goes  for  deals,  too." 

Within  35  days  Hambro  put  in  its 
money  in  return  for  about  a  quarter  of 
the  company's  equity.  Before  long, 
Baltimore -based  New  Enterprise  As- 
sociates invested  $1.8  miUion  for  un- 
der 15%  equity,  and  Hambro  put  in 
another  $750,000  investment.  Peter- 
man, who  retained  a  50%  equity  share, 
used  most  of  the  money  for  inventory 
and  expanded  facilities. 

Realizing  he  needed  professional 
managers  in  operations,  computers 
and  inventory  control,  Peterman 
started  hiring — offering  stock  as  an 
incentive  to  the  new  key  people. 
"John  has  the  security  and  self-confi- 
dence to  recruit  people  who  are  stron- 
ger in  their  particular  areas  than  he 
is,"  says  Goodman,  "but  he  knows 
how  he  wants  the  company  to  grow." 

Last  October  Peterman  mailed  out 
his  first  Booty,  Spoils  <&  Plunder  cata- 
log, another  oflPering  of  his  personal 
taste — this  time  in  the  category  of 
"toys."  Peterman  is  a  confirmed 
globetrotter  who  brings  home  such 
salable  items  as  vintage  French  posters 
($295  to  $750),  antique  English  sil- 
ver ($30  to  $12,500)  and  porcelain 
found  in  a  ship  that  sank  in  the  South 
China  Sea  240  years  ago  ($350  to 
$13,000).  His  newest  purchase  is 
motorcycle  and  sidecar  sets  manufac- 
tured in  China  in  the  late  Fifties;  he 
found  them  still  in  their  packing 
crates.  The  bikes  will  sell  for  $7,500. 
Booty  catalog  sales  last  year  were  just 
under  $2  million. 

Finally  operating  profitably,  and 
with  debt  of  well  under  $500,000, 
Peterman  seems  out  of  the  woods. 
But  remembering  how  broke  he  was 
ten  years  ago,  he  isn't  living  it  up.  He 
lives  in  a  modest  Georgian  home  in 
Lexington;  his  only  material  indul- 
gence is  a  $60,000  Auburn  speedster. 

"Failure  and  success  have  been  mo- 
mentary stages  in  my  life,"  says  Peter- 
man. "For  me,  success  is  the  process 
of  not  accepting  failure."  WM 
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The  Japanese  government  has  done  a  pretty  good  job 
of  keeping  U.S.  fund  houses  out  of  Japan.  The  biggest 
losers  from  this  protectionism  are  the  Japanese. 

Self-inflicted 
wound 


By  Gale  Eisenstodt 

Like  an  ebbing  tide  that  leaves  the 
beach  strewn  with  trash,  the  nearly 
three -year,  54%  retreat  of  the  Japa- 
nese stock  market  has  exposed  previ- 
ously unseen  mismanagement  and  in- 
efficiencies. Take  so-called  unit  funds, 
Japan's  equivalent  of  mutual  fLinds, 
which  are  sold  exclusively  by  stock- 
brokers. 

Unit  hinds  are  nothing  like  the 
fixed-portfolio  unit  trusts  of  the  U.S. 
Rather,  these  fiinds  are  something  of  a 
cross  between  U.S. -style  open-end 
fiinds  and  closed-ends.  They  have  a 
brief  offering  period,  like  a  U.S. 
closed-end,  then  shut  their  doors. 
Shareholders  can't  redeem  before  a 
waiting  period,  until  recently  com- 
monly set  at  about  two  years,  is  up; 
the  hand  liquidates  its  remaining  as- 
sets at  expiration  in  five  to  ten  years. 
Japanese  brokers  also  offer  fully  open- 
ended  mutual  fiinds,  but  don't  push 
them  as  hard. 

During  the  1980s  equity  fiinds  had 
explosive  growth — from  just  over 
$30  billion  to  nearly  $400  billion, 
before  the  market  crashed.  But  they 
have  not  delivered  the  goods  to  their 
investors.  Jardine  Fleming  analyst 
Robert  Zielinski  reckons  that  the  av- 
erage annual  return  on  an  equity  fiind 
during  the  1980s  was  less  than  4%, 
against  the  21%  (in  yen  terms)  for  the 
Nikkei  225  index. 

Why  have  Japanese  stock  funds 
done  so  badly.^  In  part  because  unit 
funds  are  designed  to  compete  with 
bank  deposits  and  other  saving  vehi- 
cles, and  as  a  result  have  large  doses  of 
cash  and  bonds  in  their  portfolios.  But 
another  part  of  the  problem  is  that  the 
fund  business  is  so  cloistered.  Unlike 
in  the  U.S.,  where  300  fund  manage- 


^►#11:^ 


ment  companies  compete  eagerly  for 
the  investor's  dollar,  in  Japan  affiliates 
of  the  big  four  brokers — Nomura, 
Daiwa,  Nikko  and  Yamaichi — control 
around  70%  of  the  fiind  business. 
Until  recently  the  Finance  Ministry 
allowed  only  15  firms  in  the  business. 

In  1990  the  market  was  ostensibly 
opened  to  foreign  firms,  but  the  re- 
quirements were  so  onerous  that  only 
a  few  even  bothered  to  apply  for 
licenses.  Boston's  giant  Fidelity  In- 
vestments, for  example,  eventually 
abandoned  its  application.  No  U.S. 
fund  firm  is  yet  licensed  to  sell  its 
wares  directly  to  the  Japanese  public. 

The  Investment  Trusts  Associa- 
tion, a  cozy  trade  group,  has  a  stran- 
glehold on  advertising;  comparative 
ads  are  all  but  forbidden.  Nor  do 
Japanese  investors  have  access  to  in- 
dependent ratings  such  as  those  pub- 
lished by  Forbes.  In  short,  they  are 
expected  to  invest  on  faith  rather  than 
on  knowledge.  "When  the  market 
was  rising  and  it  was  easy  to  outper- 
form a  bank  account,  brokerages 
could  use  the  trusts  as  a  dumping 


ground  for  stock  they  couldn't  get  rid 
of  anywhere  else,"  says  George  Cur- . 
uby,  an  American  who  runs  a  financial , 
consulting  firm  in  Japan.  .' 

At  the  end  of  the  no-redemption . 
period,  brokers  swarm  all  over  inves- ' 
tors,  pressuring  them  to  cash  out  of! 
•their  old  fiinds  and  reinvest  in  new 
ones,  generating  sales  commissions 
and  adding  to  market  clutter.  There  > 
are  4,480  equity  and  bond  unit  funds, 
making  price  and  performance  com-' 
parisons  next  to  impossible.  Explains:] 
Kazuki  Adachi,  director  of  Invesco' 
MiM  Investment  Trust  Management 
Co.  in  Tokyo:  "An  open-end  fund  is 
like  an  old  car — ^you  have  to  explain  its 
history,  mileage,  problems.  A  unit 
fund  is  like  a  brand-new  car — all  you 
have  to  say  to  sell  it  is  that  it's  bettei 
than  the  previous  model." 

Knowing  that  few  of  their  share 
holders  are  in  it  for  the  long  pull 
Japanese  fiind  managers  take  profit* 
quickly  and  load  up  on  cash  anc 
bonds  to  meet  redemptions,  leaving 
the  typical  equity  unit  fund  arounc 
40%  invested  in  stocks. 

Japanese  investors  may  be  wakinj 
up.  Last  year  Toshiro  Ueyanagi, 
law)'er,  helped  set  up  a  hot  line  i( 
collect  investment  grievances.  In  tw( 
days,  643  calls  poured  in,  almost  ha) 
about  investment  trusts.  The  bigges 
beef  Salesmen  never  explained  th 
risks  of  stock  funds  and  led  investor 
to  believe  their  principal  was  guaran 
teed.  Many  buyers  never  received 
prospectus — although  it  is  requirei 
by  law — and  were  too  diffident  to  as 
for  one.  Some  investors  picked  the^ 
securities  firm  simply  because  it  ha 
an  office  in  their  neighborhood. 

What   about   the   987   open-en 
funds  in  Japan?  They  are  managed  b 
the  same  firms  as  the  unit  fiinds,  an 
they  don't  perform  so  well,  eith 
Micropal,   the    London-based   fui 
evaluator,  calculates  that  the  top 
Japanese-managed   open-end    fum 
investing  in  the  Tokyo  stock  marki 
lagged  foreign -managed  fiinds  of  Ja| 
ancse  stocks  by  an  average  four  po: 
a  year  over  the  past  five  years.  So  mm 
for  the  wisdom  that  the  Tokyo  marf 
is  an  insider's  game. 

It's  a  shame  that  the  Japanese  inv 
tor  can't  buy  direct  from  a  Fidelity  oi 
Vanguard.  Some  of  them  would 
doubt  jump  at  the  chance,  if  only  th 
knew  what  they  were  missing. 
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Economic  stagnation  is  not  a  peculiarly 
American  problem;  it  afflicts  most  of  the  world, 
And  everywhere  for  the  same  reason. 

Medicine 
that  kills 


BY  ALAN  REYNOLDS 


Alan  Reynolds  is  the  director  of 

economic  research  for  the  Hudson  Institute  of 

Indianapolis,  Ind. 


Incredible  as  it  may  seem  to  those 
brainwashed  by  media  fiction  about 
U.S.  economic  dechne,  U.S.  eco- 
nomic growth  is  quite  likely  to  be  the 
fastest  of  all  the  major  G-7  countries 
this  year.  Even  the  anemic  1.5% 
growth  in  the  second  quarter  was  well 
ahead  of  that  of  Japan,  Canada  and 
France,  where  output  grew  by  less 
than  1%,  or  of  Germany  and  Britain, 
where  output  fell.  In  Japan  industrial 
production  is  down  6%  in  a  year. 
Britain  and  Canada  have  been  in  a 
virtually  uninterrupted  decline  for 
three  years.  Unemployment  now  av- 
erages about  9.5%  in  Europe,  11.6% 
in  Canada. 

One  survey  of  global  forecasters 
expects  the  U.S.  to  be  ahead  of  most 
economies  next  year,  with  the  possi- 
ble exception  of  Japan  and  France. 

Of  course,  this  isn't  what  the  media 
are  telling  you. 

In  the  U.S.,  as  in  each  of  the 
world's  economies,  people  are  acting 
as  if  their  problems  are  unique,  blam- 
ing the  incumbent  president  or  prime 
minister.  That  blame  is  not  entirely 
misplaced,  but  in  a  broader  sense 
these  are  global  problems  and  require 
global  solutions. 


To  explain  why  most  world  econo- 
mies have  sunk  into  stagnation  or 
worse  since  1990,  we  have  to  find 
something  that  changed  for  the 
worse.  That  isn't  interest  rates,  which 
are  lower  in  most  economies,  at  least 
for  long-term  loans.  What  did  change 
for  the  worse,  in  every  big  country 
except  France?  Tax  policy. 

The  U.S.  nuisance  taxes  of  mid- 
1990  were  no  help  and  have  yet  to 
raise  a  dime.  The  same  is  true  of  states 
that  taxed  themselves  into  oblivion, 
like  New  Jersey  and  California,  where 
tax  rates  went  way  up  and  revenues 
way  down.  The  tax  hikes  in  Canada, 
Germany  and  Japan  were  far  worse. 
All  three  countries  slapped  extra  sur- 
taxes on  incomes  and  extra  sales  taxes 
on  buying  anything,  particularly  cars. 
To  make  matters  worse,  all  the  former 
communist  countries  adopted  the 
most  brutal  tax  policies  their  Western 
advisers  could  possibly  imagine,  thus 
ensuring  permanent  depression. 

Why  should  we  care  how  other 
countries  tax  their  citizens?  Because 
the  U.S.  is  a  supercompetitive  export- 
er and  badly  needs  to  find  prosperous 
customers  abroad.  The  dollar  has  al- 
most nothing  to  do  with  it.  American 
industry  would  be  enormously  com- 
petitive even  if  the  dollar  were  25% 
higher  than  it  is.  The  real  problem  is 
that  idle  foreign  businesses  don't 
need  U.S.  machinery  and  materials, 
while  overtaxed  foreign  consumers 
can't  afford  U.S.  goods. 

How  can  they  when  their  taxes  are 
going  up  so  fast?  Canada  has  added  a 
7%  national  sales  tax  to  already  steep 
provincial  taxes.  Japan  added  a  3% 
value  added  tax,  plus  an  extra  3%  on 
cars.  Germany  raised  its  vat,  intends 
to  do  so  again  next  year  and  imposed 
other  excise  taxes.  Since  all  of  these 


new  taxes  were  imposed,  auto  sales 
have  become  deeply  depressed  in  Eu- 
rope, Canada  and  Japan.  That  hurts 
the  U.S.,  where  exports  of  cars,  trucks 
and  parts  have  been  rising  briskly  for 
several  years. 

Businesses  know  better  than  to 
raise  prices  in  this  market,  because  the 
loss  of  sales  would  be  so  great  that 
revenues  would  fall.  The  same  thing 
happened  when  the  tax  collectors 
raised  sales  taxes — they  lost  revenues 
from  falling  sales  and  fi-om  income 
taxes  and  payroll  taxes  that  were  lower 
than  they  would  have  been  if  the 
economies  had  remained  strong. 
Hikes  in  income  and  Social  Security 
taxes  have  raised  the  costs  of  hiring  or 
working,  thus  shrinking  jobs. 

Bill  Clinton  proposes  expanding 
"public  works"  spending.  His  policy 
is  to  be  financed  from  taxes  designed 
to  scare  away  the  foreign  firms  that 
provide  jobs  here,  and  from  demoral- 
izing taxes  on  the  "top  2%"  of  taxpay- 
ers, who  produce  one-fift:h  of  our 
GDP.  "Infrastructure"  (the  new  eu- 
phemism for  pork-barrel  projects) 
will  expand  the  government,  but  the 
related  taxes  can  only  shrink  private 
industry  and  employment. 

Much  as  we  might  enjoy  blaming  a|<iK 
weak  economy  on  Mr.  Bush,  Con 
gress  or  the  Fed,  Bush  and  Greenspan 
can't  be  blamed  for  the  even  weaker 
economies  in  Japan,  Germany  and 
Canada.  The  U.S.  economy  woul 
benefit  almost  as  much  from  lower  t 
rates  in  Europe,  Canada  and  Japan 
it  would  from  lower  tax  rates  at  home 
Yet  everywhere  we  look,  the  politi 
cians  are  putting  taxes  up.  They  see 
to  have  learned  their  economics  froi 
those     medieval     physicians     wh( 
thought  the  cure  for  disease  was 
bleed  the  patient. 
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iJelore  you  can  even  tnink  ol  opening  a  business  or  a  plant  in 
'AJabama,  you  mient  nave  to  overcome  some  misperceptions 
ibout  tne  state— images  snapea  by  trie  media 

a  mytns  about  tne  ooutn.  Jj  tnat  s 
fne  case,  tne  lirst  tning  we  want 
jTou  to  open  is  your  mina. 

ecause  only  tnen  will  your 
yes  be  open  to  all  tnat 
rvlabama  nas  to  oiler. 

Xvesponaing  to  tne  jokes 
about  Alabama 


/^^  '    beine  years 

benina,  ivay 


iVosewall 

says,     inat  s 

„  ,  absolutely  not  tne 

]{■  Frienas  nave  -»  i-    <    i  ,11 

M'^  us/When  you  case.  JMobile,  especially,  is 

mi  off  me  plane,  (  J  J  •   1  • 

■     ^■'        ^  very  lorwara-thinking  in 


attracting  new  business,  very 


9  you  set  your 
watch  hack 
20  years?" 
Ray  Rosmval  Open  to  ckange . "  He  adcL, 

ufi'tx?  Vice  President,     ur-w-n  .         .  i  r 

QMS,  Mobile  1  J;ie  citv  is  mucn  more  ol  a 


Alabama  wnen  they  came  here  lor  i  im  s  interview^  with  the 
Alabama  ohakespeare  r  estiva!  in  JVl.ontgomery.     Jjut  w^e 

saw  the  best  production  ol  C^heluiov  ever,  and  made 
up  our  minds  to  come  here  at  intermis- 
sion,     iim  says.      We  lelt  that 
w^orkine  w^ith  a  theater  that  draw^s 
an  audience  Irom  all  over  the 
nation,  even  o^  loreign  countries, 
would  be  an  excellent 
opportunity.  And  x.  ve  never 
seen  such  strong  community 
support  lor  a  theater,      i.  he 
-Lanaans,  w^ho  have  a  six- 


igans,  W 
year-old  son  and  a  lo- 
year-old  daughter,  say 
that  the  move  Irom  Xvhode 
island  to  Alabama  has 
Cjiven  us  our  tamily  back. . 
the  lamily 


ity 
lelting  pot  ol  people  than  1  expected, 
.■.concerning  the  labor  lorce,  Jvay  says, 
-*■  1  hey  re  very  hard-\\rorking;  you  just  don  t  lind  workers  in 
e  rest  ol  the  copntry  who  take  so  much  pride  in  tlieir 
comphshments .    As  lor  prolessionals,  we  have  lound  many 
ig^ht  engineers  Irom  the  state  s  universities . 
i  im  and  x  at  J_angan  didn  t  really  expect  to  move  to 


unit  is  more 
together  here,  and 
people  know^  how^  to 
relax  and  enjoy  themselves . 

W  hen  considering  a  location  tor  a 
new^  plant  or  business,  don  t  close  your 
mind  to  Alabama,  ij ecause  a  closer 
look  at  us  could  broaden  your  mind . 
And  your  possibilities . 


"We  expected 

Shakespeare  to 

be  perfomtea  with  a 

Southern  accent!" 

Jim  Lanqan, 
-rt    ^fn"9'"9  Director 
1  he  Alatxtma  ohakespeare 
Festival,  Montgomery 


:>f^ 
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I     a     b     a     m     a  1     s     n  t  rV     here  You  1      h     i     n     k  It  Is. 

Iniore  inlormation,  contact  tne  tconomic  Uevelopment  xartnersnip  ol  Alabama:  _r.O.  ijox  20^1,  Jjirmincnam,  Alaoama  352qi-oooi;  2o5  260-2226^ 
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Americo  Amorim  controls  the  world's  cork  industry. 
Now  he's  branching  out.  Is  he  overreaching? 

The  king  of  cork 


By  Manjeet  Kripalani 

Ever  WONDER  WHERE  the  cork  in  the 
wine  bottle  you  opened  for  dinner  last 
night  came  from? 

Chances  are  it  came  from  Portugal, 
probably  from  a  company  run  by 
Americo  Ferreira  de  Amorim.  His 
$220  million  (annual  revenues)  Cor- 
ticeira  Amorim,  based  in  Oporto, 
Portugal,  controls  35%  of  the  world 
cork  market.  "Amorim  is  number 
one,  two,  three,  four  and  five  in  the 
cork  industry,"  griped  the  president 
of  a  medium-size  rival  Portuguese 
cork  concern  recendy. 


Amorim,  58,  is  also  one  of  Portu- 
gal's wealthiest  and  most  important 
businessmen.  Through  his  holding 
company,  Amorim  Investimentos  e 
Participacoes,  he  controls  not  only 
the  cork  company  but  companies  in 
financial  services,  real  estate  and  tour- 
ism as  well.  Amorim's  net  worth: 
around  $400  million. 

Cork  is  invaluable  to  the  world's 
$90  billion  wine  and  champagne  in- 
dustry. Demand  for  champagne  stop- 
pers alone  is  growing  at  4%  per  year. 
Other  cork  products  such  as  floor 


tiling  and  insulation  material  made 
from  cork  composite  board  constitute 
a  $350  million  industry  that  is  grow- 
ing at  7%  to  8%  a  year.  Cork  stopper^ 
provide  50%  of  the  revenues  of  Corn- 
ceira  Amorim.  The  balance  of  the 
company's  sales  come  from  compos 
ite  board  products. 

How  did  Amorim  come  to  domi 
nate  the  market?  The  story  begins  ir 
1870,  when  Americo's  grandfathei 
started  a  factory  to  make  stoppers  foi 
port  wine  in  the  small  northern  towr 
of  Santa  Maria  de  Lamas.  (Cori 
comes  from  the  bark  of  the  cork  oal 
tree,  native  to  Portugal,  Spain  anc 
Italy.)  Americo  grew  up  in  Santa  Ma 
ria  de  Lamas  and  in  1952,  at  the  age  o 
18,  went  to  work  in  the  family  busi 
ness  with  his  brothers  Antonio  am 
Joaquim. 

But    Americo    was    the    curiou 
brother.  At  the  time,  Portugal  was 
backward  autarky  under  the  author) 
tarian  rule  of  Antonio  Salazar,  wh 


Americo  Amorim  amio  piles  of  corK  bark  for  wine  stoppers 
The  curious  brother  who  made  good. 
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King  of  cork 


had  made  operating  abroad  diffi- 
cult for  Portuguese  businessmen. 
Amorim  wanted  to  know  what  was 
going  on  outside  the  confines  of  Santa 
Maria  de  Lamas,  and  of  Portugal.  In 
1953  he  began  touring  Germany,  the 
United  Kingdom  and  France,  then 
the  largest  importers  of  cork. 

Americo's  brothers  thought  him  a 
dreamer.  "They  didn't  agree  with  me, 
didn't  share  my  ideas,"  he  recalls. 
"But  my  traveling  enabled  me  to  see 
that  Portugal  couldn't  remain  as  it 
was,  an  isolated  island." 

Amorim  kept  traveling.  Between 


10%  of  its  own  raw  cork;  it  buys  the 
rest  on  the  spot  market.  "The  key  to 
success  in  a  niche  market  like  cork  is 
supply,"  says  Mark  Mobius,  portfolio 
manager  of  the  $235  million  (assets) 
Templeton  Emerging  Markets  Fund. 
Mobius  adds:  "Amorim  has  been  in 
the  cork  business  for  years  and  is  able 
to  get  cork  supplies  at  a  good  price^  so 
he  is  assured  of  a  market." 

At  the  time  of  Salazar's  death  in 
1970,  Amorim's  business  was  doing 
well,  but  it  was  overshadowed  by  a 
dozen  large  and  privileged  Portu- 
guese family  groups — among  them 


M 

^^^ 


Cork  oak  plantations  in  Portugal 

"My  traveling  enabled  me  to  see  that  Portugal  couldn't  remain  an  isolated  island." 


1953  and  1968,  he  visited  Central 
and  Eastern  Europe,  North  Africa  and 
Latin  America,  building  markets  and 
finding  suppliers  for  the  company  as 
he  went. 

He  even  saw  opportunity  in  the 
Eastern  bloc.  "I  felt  then  it  was  a 
region  difficult  to  enter  but  with  great 
potential,"  he  recalls.  In  1967  he  set 
up  a  small  sales  office  in  Vienna. 
Twenty  years  later  Corticeira  Amorim 
was  exporting  almost  a  fourth  of  its 
products  to  former  Eastern  bloc 
countries. 

In  Western  Europe  Amorim  got 
the  idea  of  making  cork  composite 
board  from  waste  left  from  producing 
stoppers.  This  time  his  brothers  lis- 
tened, and  production  of  composite 
boards  was  soon  under  way. 

Corticeira  Amorim  produces  only 


Espirito  Santo,  de  Mello  and  Cham- 
palimaud — that  had  done  well  under 
Salazar's  regime. 

But  aft:er  the  1974  revolution,  the 
old  elites  had  nouveau  competition; 
by  1987,  when  Anibal  Cavaco  Silva 
was  sworn  in  as  prime  minister 
(Forbes,  Apr.  27),  the  Amorim 
group  had  climbed  to  the  top  tier  of 
Portuguese  companies.  Americo  per- 
suaded his  brothers  into  taking  a  mi- 
nor stake  in  the  business.  He  is  now 
chairman  of  the  group. 

A  reawakened  Portugal  presented 
energetic  businessmen  like  Amorim 
plenty  of  opportimity.  In  1981  he  and 
20  other  investors  founded  Portugal's 
first  post-Salazar  private  bank.  Banco 
Portugucs  do  Investimento.  Four 
years  later  he  founded  Banco  C'omer- 
cial  de  Portugues,  now  one  of  Portu- 


gal's largest  commercial  private  banks 

Amorim  had  bought  cork  planta- 
tion property  in  central  Portugal 
cheaply  in  the  1970s;  he  also  bought 
land  in  southern  Portugal  suitable  for 
tourism,  luxury  housing  and  office 
development.  Afl:er  Portugal  joined 
the  European  Community  in  1986, 
tourists  and  foreign  investors  poured 
in.  With  his  huge  land  holdings, 
Amorim  began  developing  office 
buildings,  hotels,  housing. 

In  1988  Amorim  decided  to  con- 
solidate his  businesses  to  benefit  from 
the  boom  on  the  Lisbon  Bolsa.  He 
took  the  cork  interests  public  under  a 
single  umbrella,  Corticeira  Amorim 
S.A.  He  also  created  his  own  holding 
company,  Amorim  Investimentos  e 
Participacoes,  SGPS,  which  holds  SS°^' 
of  the  cork  producer. 

Before  European  voters  starte^ 
having  second  thoughts  about  a  unit 
ed  Europe,  Amorim  began  linking  hi 
enterprises  with  important  Europear 
businessmen  and  groups  such  as  Ger 
many's  Continental  A.G.  (tires) 
Spain's  Socifa  &  Beta  (stockbroker 
age),  France's  Suez  group  (finance 
and  Italy's  Carlo  de  Benedetti.  He  ha 
also  entered  the  U.S.  market  witl 
cork  floor  tiles. 

But  Amorim  has  not  been  spare 
hard  times.  Earnings  were  down  two 
years  in  a  row  at  Corticeira  Amorim 
Net  profit  (excluding  an  extraordi 
nary  gain)  in  1991  was  just  $1.. 
million,  on  revenues  of  $220  mil 
lion — a  fi-action  of  what  analysts  ex 
pected.  Amorim  blames  the  real  estate 
slump  as  well  as  the  depressed  aut« 
industry  (which  uses  cork  gaskets) 
Corticeira  Amorim's  stock  has  fallei 
to  $8  per  share,  down  from  a  high  c 
$28  two  years  ago;  this  values  th 
company  at  just  half  its  revenue? 
Lisbon  is  buzzing  with  rumors  tha 
Amorim  wants — or  may  have — to  se 
the  jewel  in  the  Amorim  Investimen 
tos  portfolio,  his  25%  stake  in  Banc, 
Comercial. 

Has   Amorim    overreached?    Per 
haps,  but  he  seems  unperturbed:  " 
know  how  the  world   markets  ar 
progressing,"      he      says      calm  I 
"There's  no  reason  to  worry."  11 
Templeton    fijnd's    Mark    Mobii 
agrees.  A  year  after  it  went  publi 
Mobius  bought  a  position  in  Con 
ceira  Amorim.  He's  sitting  on  a  h 
loss  but  says  he  isn't  selling.  ■ 
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Incredibly  Swiss. 


Incredibly  Credit  Suisse. 


For  incomparable  global  clout,  rely  on  Credit  Suisse  U.S.A. 

We're  a  recognized  leader  in  the  world's  financial  markets,  combining 

vast  resources  with  the  discreet,  reliable  and  committed  service 

that  isihe  hallmark  of  our  Swiss  heritage.  Let  our  worldwide  presence  and  highly 

^rated  financial  strength  be  your  passport  to  stronger  global  finance. 
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A  new  era  of  deregulated  power  production 
is  giving  growtin  stock  fans  a  taste 
of  the  electric  business. 

speculative 
utilities 


By  Manjeet  Kripalani 

The  hot  utility  stocks  right  now  are 
not  for  widows  and  orphans.  They  are 
new  issues  from  so-called  indepen- 
dent power  producers  like  fast-grow- 
ing AES  Corp.  of  Arlington,  Va., 
which  wholesales  power  to  businesses 
and  to  other  electric  companies  from 
six  plants  around  the  country. 

No  stodgy  utilities,  these.  Indepen- 
dent power  producers  borrow  heavily 
against  long-term  contracts  with  big 
power  users  to  build  efficient  new 
plants.  The  companies  aren't  bound 
by  federal  regulation  or  state  utility 
commissions  in  setting  rates.  With 
none  of  the  overhead  or  regulation  of 
a  traditional  utility,  independents 
have  a  tremendous  pricing  edge. 

What  makes  these  stocks  specula- 
tive is  their  high  degree  of  leverage. 
Look  at  AES:  Even  after  its  initial  stock 
offering  in  June  1991,  debt  to  equity 
is  roughly  10-to-l.  That  leverage 
gives  this  hot  growth  company  a  re- 
turn on  equity  of  34%,  even  though  its 
pretax  return  on  capital  (operating 
income  divided  by  debt  and  equity 
capital,  not  counting  capital  tied  up  in 
partly  built  plants)  is  only  13%. 

Leverage  cuts  both  ways.  AES  got 
into  trouble  with  a  power  plant  it 


completed  in  1986  for  Houston 
Lighting  &  Power.  The  plant's  elec- 
tricity price  is  tied  to  the  price  of  gas, 
which  went  down,  and  the  plant  isn't 
covering  its  interest  costs,  aes  started 
out  as  an  owner  of  the  plant  but  is  now 
just  an  operator. 

Needless  to  say,  companies  like  this 
don't  pay  dividends  as  normal  utility 
stocks  do.  They  need  to  hold  on  to 
every  penny  that  comes  in  to  reduce 
their  debt  ratios. 

Of  the  country's  117  independent 
power  producers,  only  a  handful  are 
public.  But  they  are  having  a  field  day 
on  Wall  Street.  In  the  past  year  and  a 
half,  three  indies  have  raised  $600 
million  in  public  stock  and  bond  of- 
ferings. Over  the  next  ten  years,  pro- 
jects the  Edison  Electric  Institute, 
independents  will  add  some  35  giga- 
watts  of  generating  capacity,  almost 
half  of  what  traditional  utilities  are 
planning  to  add.  A  gigawatt,  or  1 
million  kilowatts,  is  enough  power  for 
a  city  of  500,000;  coal-fired  plants 
with  that  much  power  would  cost 
$1.5  billion  to  build. 

The  independents  are  competing 
internationally  against  equipment 
powerhouses  like  Asea  Brown  Boveri 


and  Westinghouse,  which  build  anc 
operate  plants  abroad.  California  En 
ergy  and  Destec  Energy  raised  a  quar 
ter  of  their  funds  overseas;  aes  ii 
developing  and  operating  generating 
plants  in  the  recendy  privatized  utilit) 
sector  of  the  U.K.  It  is  also  developing 
plants  in  Poland,  Hungary,  Mexicc 
and  Oman. 

But  the  biggest  opportunity  foi 
growth  will  be  right  here.  An  upcom 
ing  amendment  to  federal  utilitie 
regulations  will  open  up  interstat 
power  transmission  lines  to  the  inde 
pendents.  That  means  they  will  gaii 
access  to  the  utilities'  wholesale  cus 
tomers,  too.  And  utilities  planning  t( 
add  capacity  will  be  required  to  accep 
supply  bids  from  independents  ii 
competition  with  their  own  plants. 

But  keep  the  risks  in  mind.  Som 
independents  are  betting  on  newfan 
gled  technology,  such  as  fluidize* 
coal  and  geothermal  power.  Consid 
er,  also,  that  independents  tend  t 
rely  on  a  few  large  customers.  Cor 
tracts  are  typically  for  long  terms,  bi 
they  leave  buyers  with  certain  out 
and  suppliers  with  littie  negotiatin 
power  in  case  of  a  dispute.  A  heavil 
leveraged  supplier  simply  can't  aftbr 
to  have  a  plant  shut  down  for  an 
length  of  time. 

Some  of  these  companies  are  trai' 
ing  at  below- market  price/earning 
ratios,  but  they  all  are  expensive  i 
relation  to  revenues,  aes,  with  199 
revenues  of  $334  million,  has  a  ma 
ket  cap  of  $905  million.  Destec  Ene 
gy,  the  former  Dow  Chemical  subsi( 
iary  that  raised  $300  million  in  i 
1991  initial  public  offering,  has 
market  cap  of  nearly  $  1  billion,  or  tw 
times  revenues. 

In  short,  while  many  of  the 
power  companies  may  turn  out  to  I 
highly  successful,  their  stocks  a 
no  bargains. 


Independent  power  producers 


Company 


AES 

California  Energy 
Destec  Energy 
Magma  Power 

Note:  All  data  for  fiscal  1991,  except  Earnings  per  share,  which  is  for  latest  12  months. 


Revenue 

Recent 

Book  value 

Earnings 

perkwh 

price 

per 

per 

(cents) 

share 

share 

5.8 

20% 

$3.26 

$1.07 

12.5 

12% 

4.34 

0.83 

4.1 

14% 

7.62 

1.32 

7.8 

22y4 

9.90 

1.49 

Dividend 


$0.11 


Book  value 
of  plant 
perkw 

$1,253 

1,280 

161 

1,646 


These  are  all 
gro%vth  stocks— j 
and,  like  most 
growth  stocks, 
quite  risky. 
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l/l\^\\\  now,  millions  of  Americans  are 
imesick.  OMiey're  longing  for  the  homes  they 
id  so  difficult  to  own  due  to  a  lack  of  affordable 
)using.  Q^'s  a  serious  problem  for  the 


ition  according  to  83% 


housing  they  can  afford.  G/aced  with  these 
and  other  obstacles,  Americans  are  willing  to 
make  sacrifices  to  achieve  homeownership.  In 
fact,  they  retain  a  healthy  optimism.  A  full 


79%  of  respondents  believe 


people  polled 


Fannie  Mae. 
ur  benchmark 


litional     Housing 


irvey  also  revealed  just 


lat  keeps  Americans  from  owning  homes, 
yfie  biggest  obstacle  is  the  inability  to  make 
wn  payments  and  pay  closing  costs.  Especially 
minorities — 66%  of  African  Americans  and 
'/oof  Hispanics  view  this  as  a  major  impediment. 


homeownership  is 
attainable  for  most 
people  age  30-35. 

(3^1  Fannie  Mae, 


we're  working  to  help  them 


realize  that  goal.  GJOy  purchasing  mortgages 
from  lenders  nationwide,  we  replenish  their 
funds  so  they  can  make  more  loans  to  home 


buyers  in  their  communities. 


by  offer- 


ing our  survey  to  the  public,  we  hope  to  raise 


lat's  more,  over  one-third       B^^SPPPI^^Ph       awareness  of  housing  issues.  For 
those   surveyed    believe    showing  americajnew  way  home,    a  free  copy,  or  to  learn  more 


crimination  keeps  minorities  from  having  as 
Dd  a  chance  as  whites  to  get  any  kind  of 


about  our  innovative  ways  to  make  housing 
more  affordable,  call1-800-688-HOME  toll-free. 


©1992  Fannie  Mae 


mh]  THIS  COUNTRY  NEEDS 
S  A  GOOD  HOME  REMEDY. 
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Want  to  leave  your  heirs  some  insurance  money 
when  you  die?  Watch  out,  or  they  may  inherit 
more  than  they  bargained  for. 

Death  taxes, 
and  then  some 


By  Carolyn  T.  Geer 

If  you  could  look  back  from  the 
grave  on  the  disposition  of  your  life 
insurance  policies,  what  happened 
might  come  as  a  terrible  shock.  Taxes 
on  the  insurance  could  have  con- 
sumed the  entire  poUcy  proceeds. 

Gabriel  Baptiste  was  a  U.S.  citizen 
living  in  Venezuela.  He  died  in  1981 
without  a  will.  The  bulk  of 
his  assets  passed  to  his  sec- 
ond wife,  a  Venezuelan  citi- 
zen, who  refused  to  pay  any 
of  the  estate  taxes  due — an 
amount  in  excess  of 
$62,000.  So  in  1989  the 
Internal  Revenue  Service 
went  after  Baptiste's  chil- 
dren from  his  previous  mar- 
riage, all  U.S.  residents. 

The  kids  had  each  re 
ceived  $50,000  as  benefi- 
ciaries of  an  insurance  poli- 
cy on  their  father's  life.  Although 
insurance  proceeds  are  income-tax 
free,  they  are  not  always  estate-tax 
free.  In  this  case,  because  the  father 
owned  the  policy,  it  was  includable  in 
his  taxable  estate,  making  the  kids 
"transferees"  of  the  property.  Under 
the  law,  transferees  are  personally  lia- 
ble for  the  transferor's  unpaid  estate 
taxes,  a  concept  known  as  "transferee 
liability."  This  year  the  Tax  Court 
found  two  of  the  children  liable  for  all 
the  unpaid  taxes  on  their  father's  es- 
tate, not  just  the  portion  attributable 
to  the  insurance.  Adding  to  the  injury, 
the  court  left  open  the  possibility  that 
the  kids  are  even  responsible  for  inter- 
est on  the  unpaid  taxes. 

The  most  that  heirs  can  be  forced  to 
cough  up  to  the  iRS  is  the  amount  of 
their  inheritances.  But  figure  in 
lawyers'  fees,  and  an  heir  just  might 


wind  up  with  less  than  nothing. 

It's  all  pretty  ftightfiil,  but  unpleas- 
ant outcomes  can  be  avoided  with  a 
good  will  and  intelligent  insurance 
buying. 

If  you  want  your  children  to  be  the 
beneficiaries  of  an  insurance  policy  on 
your  Ufe,  consider  having  them  take 


out  the  policy  on  you.  That  way,  they 
own  it,  no  estate  taxes  will  be  owed 
and  no  transferee  liability  will  exist. 
You  can  probably  avoid  gift  taxes  on 
your  premium  payments  by  using  a 
$10,000-a-year  gift  tax  exclusion. 

Another  option,  says  Michael 
Crum,  a  personal  financial  planner  in 
Arthur  Andersen's  Atlanta  office,  is  to 
set  up  an  irrevocable  life  insurance 
trust  and  have  the  trust  buy  the  policy 
on  your  life.  These  trusts  generally 
cost  from  $750  to  $3,000,  depending 
on  their  size  and  complexity.  They 
not  only  get  the  policy  out  of  your 
estate  but  also  give  you  flexibility. 

For  example,  you  might  name  your 
spouse  as  an  alternative  income  bene- 
ficiary of  the  trust  to  make  sure  he  or 
she  is  provided  for.  The  kids  can  use 
the  money  the  spouse  doesn't  need. 
Or  maybe  your  kids  aren't  old  enough 


or  able  enough  to  own  an  insurance 
policy  outright  or  manage  the  monej 
once  it  pays  off".  Trusts  protect  bencfi 
claries  from  themselves. 

And  from  scheming  seconc 
spouses  or  crooked  executors.  Crun 
had  a  client  who  named  her  brother  a 
■  executor  of  her  estate  because  sh 
didn't  trust  her  ex-husband  to  do  th 
job.  But  after  she  died,  the  brothe 
stole  most  of  the  estate's  assets.  Luck 
ily,  the  woman's  children  were  pro 
vided  for  because  they  were  the  bene 
ficiaries  of  life  insurance  policies  tha 
were  held  in  trust. 

What  if  you  already  own  a  policy,  o 
have  what's  called  "incidents  of  own 
ership,"  such  as  the  right  to  borro\ 
cash  value  or  change  beneficiaries? 
your  children  are  the  insurance  bene 
ficiaries,  estate  taxes  will  be  owed  anc 
again,  they'll  have  transferee  liabilin 
Partial  solution:  Give  the  policy  t 
your  kids  or  to  a  trust  for  the  kids,  bi 
you'll  have  to  live  three  years  from  th 
transfer  date  or  else  the  po 
icy  will  get  swept  back  int 
your  taxable  estate. 

Better  solution,  if  yo 
have  term  insurance  and  a 
still  in  good  health:  Ha^ 
the  kids  or  the  trust  buy 
new  policy  on  your  lit 
Apart  from  the  possible  ti 
benefit,  a  fresh-start  polit 
may  yield  a  savings  on  pr 
miums.  That's  because  r 
newal  premiums  on  ter 
policies  tend  to  be  hig 
since  they  assume  that  customers  wl 
opt  to  renew  are  a  sickly  bunch. 

If  your  husband  or  wife  is  the  ben 
ficiary,  you  probably  don't  need 
worry.  No  federal  taxes  are  levied  ( 
property  left  to  a  spouse,  provided  tl 
spouse  is  a  U.S.  citizen.  But  eve 
U.S.  spouse  can  get  tangled  up 
transferee  liability. 

Sam  Radin,  a  New  York  City  t 
attorney  and  insurance  expert,  pr 
vides  an  example.  Suppose  when  y« 
die  your  wife  gets  the  insurance  ber 
fits  and  your  kids  from  a  prior  ni^ 
riage  inherit  the  family  business.  T 
kids  elect  to  defer  the  estate  taxes  > 
the  business,  but  run  it  into  r 
ground  in  two  years.  Both  the  ki 
and  your  second  wife  would  be  p' 
sonally  liable  for  the  taxes  based 
the  value  of  the  business  at  your  d.^ 
of  death. 


236 


Forbes  ■  October  26,  H 


'"^Wl^ 


*As  we  enter  the  21st  century,  I  believe  that 

globalization  will  progress  to  a  point  much 

further  than  any  of  us  can  foresee." 


Jong-Hyon  Chey 
Chairman  of  the  Sunkyong  Group 


With  annual  revenues  of  more  than  $13  billion  and  over  22,000  employees  on  five 
continents,  Sunkyong  is  dedicated  to  globalization.  Leadership  in  the  fields  of 
energy,  international  trade,  petrochemical  products  and  engineering  &  construction 
places  Sunkyong  in  the  top  five  business  groups  in  Korea.  We  have  growing 
commitments  in  fine  and  specialty  chemicals,  engineering  plastics  and  pharmaceuticals 
as  well  as  telecommunications,  distribution  and  financial  services. 

The  result  in  the  United  States  -  Sunkyong  generates  close  to  $1  billion  in  annual 
revenues  working  with  hundreds  of  American  companies,  and  it  has  strategic 
alliances  with  such  giants  as  Polaroid  and  the  Fleming  Companies. 

*■'  These  alliances  reflect  the  focused  application  of  time,  energy  and  resources 
required  for  a  shared  understanding  of  objectives  -  a  shared  vision  of  economic 
globalization.  A  vision  we  at  Sunkyong  are  dedicated  to  making  a  reality. 

To  find  out  how  Sunkyong  can  help  make  your  vision  a  reality,  contact  John  Rich, 
*  Sunkyong  US.  A.,  Inc.,  110  East  55th  Street,  New  York,  N.Y.  10022    Fax  (212)  906-8137. 

FOR     SUCCESS     WORLDWIDE,     SAY     SliNIW  ON# 


Sunkyong  Limited    Sunkyong  Industries    SKC    Sunkyong  Engineering  and  Construction    Yukong  Limited 


The  Supreme  Court  has  bowed  to 
the  intolerance  of  a  tiny  minority 
who  insist  on  imposing  their 
own  secular  preferences  on  all. 

Judicial  ^anny 


BY  MICHAEL  NOVAK 
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Michael  Novak  holds  the 
George  Frederick  Jewett  chair  in  religion  and 
public  policy  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


I  HAVE  BECOME,  for  the  first  time  in 
my  life,  pessimistic  about  the  ftiture 
of  America. 

I  am  not  pessimistic  about  its  eco- 
nomic system.  Although  it  has  many 
faults,  heading  into  the  21st  century, 
the  American  economy  is  in  a  stron- 
ger position  than  Japan's  or  Ger- 
many's. And  I  am  not  pessimistic 
about  its  political  system.  Even 
though  the  noise  from  our  checks- 
and- balances  government  clanks  in 
the  ear  Uke  machinery  in  an  old 
factory,  that  noise  is  the  music  of 
democracy.  The  silence  in  which  tyr- 
anny does  its  efficient  work  is  the 
silence  of  the  morgue. 

What  I  am  terribly  pessimistic 
about  is  American  culture.  Two 
events  of  the  last  year  pulled  back  a 
curtain  on  the  future  that  I  found 
shattering:  First,  the  two  Supreme 
Court  decisions  of  the  summer  of 
1992,  Weisman  v.  Lee,  and  Planned 
Parenthood  v.  Casey,  showed  that  a 
majority  on  the  Supreme  Court  of 
the  U.S.  is  aggressively  hostile  to 
religion  in  public  life,  and  dismissive 
of  the  very  ground  of  all  morality 
and  law. 


Second,  I  find  myself  much  dis- 
couraged by  the  flippancy  and  arro- 
gance shown  by  our  cultural  elites 
during  this  election  campaign.  But  let 
us  sort  out  these  issues  one  at  a  time. 

First,  the  Court  ruled  against  a 
prayer  led  by  a  rabbi  at  a  public  middle 
school  graduation  in  Rhode  Island,  a 
prayer  developed  by  the  National 
Conference  of  Christians  and  Jews 
precisely  for  such  occasions.  A  major- 
ity of  the  Court,  seemingly  deter- 
mined to  "cleanse"  the  public  schools 
of  Christianity  and  Judaism,  wrote  of 
religion  as  though  it  were  a  plague,  a 
disease,  a  mental  weakness  and  a  con- 
tagion. (You  can  look  it  up.) 

Now  this  is  outrageous.  The  Jus- 
tices are  improperly  imposing  a  reli- 
gionless  secularism  on  the  rest  of  us, 
willy-nilly,  by  bowing  to  the  intoler- 
ance of  a  tiny  minority  who  insist  on 
imposing  their  own  secular  prefer- 
ences on  all.  The  overwhelming 
weight  of  custom  and  tradition  in  this 
nation  is  on  the  side  of  religious  plu- 
ralism, not  of  secular  monism.  But  the 
Supreme  Court  is  ruthlessly  imposing 
the  latter. 

"Of  all  the  dispositions  and  habits 
which  lead  to  political  prosperity,  reli- 
gion and  morality  are  indispensable 
supports,"  George  Washington 
wrote  in  his  farewell  address.  "And 
can  the  liberties  of  a  nation  be 
thought  secure,"  Jefferson  himself 
asked,  "when  we  have  removed  their 
only  firm  basis,  a  conviction  in  the 
minds  of  the  people  that  these  liber- 
ties are  the  gift  of  God.>" 

For  the  vast  majority  of  Americans, 
take  away  the  Creator  and  you  take 
away  the  rights  that  He  endowed  in 
them;  take  away  "the  laws  of  nature 
and  nature's  God,"  and  you  make  of 
history  a  butcher's  bench. 

In  Casey,  several  of  the  justices 
abandoned  constitutional  law  for  for- 


ays into  philosophical  ethics  and  so- 
ciological arrogance.  (They  ground- 
ed ethical  decision  making  in  an  "au- 
tonomy" so  total  that  each  individual 
is  left  solitary,  poor,  nasty,  brutish, 
separated  from  nature's  law  and  apart 
ft-om  God.) 

We  can  live  with  this  or  that  Su- 
preme Court  ruling  against  our 
own  moral  convictions;  that  is  the 
price  of  living  in  a  constitutional 
and  pluralistic  republic.  We  cannot 
live  with  a  Court  that  refuses  to  be 
bound  by  the  Constitution,  and 
instead  bases  itself  on  lawless,  anar- 
chic speculations. 

Finally,  I  have  been  dismayed  by 
the  obtuseness  of  our  cultural  elites 
regarding  the  serious  question  of 
"family  values."  This  feigned  stu- 
pidity carries  enormous  social  and 
personal  costs.  The  personal  costs 
are  easier  to  calculate.  As  my  col- 
league Douglas  J.  Besharov  has  writ- 
ten in  The  American  Enterprise  {Sc^- 
tember/October),  the  median  in- 
come of  families  with  children  is 
$25,000  per  year  higher  for  hus- 
band-wife families  than  for  those 
headed  by  a  single  female.  That's  the 
bottom  line. 

The  social  cost  to  the  public  purse 
and  to  public  safety  is  larger  still. 
Widespread  changes  in  marital  behav-  ^ 
ior  since  1965  have  led  to  5.2  million 
more  poor  people  than  if  family 
patterns  had  remained  the  same.  Not 
only  is  material  poverty  dispropor- 
tionately concentrated  among  fe- 
male-headed families;  so  also  are. 
low-birth-weight  infants,  long-term 
probabilities  of  doing  less  well  in 
school,  dropping  out,  being  unem- 
ployed, being  on  welfare,  becoming 
involved  in  violent  crime  and  endingj 
up  dead  or  in  prison. 

The  nation's  cultural  elite,  appar- 
ently, does  not  want  a  serious  discus 
sion  of  its  own  complicity  in  the  na-i 
tion's  moral  ills.  It  docs  not  wish  t 
face  the  fact  that  many  of  America' 
most  pressing  problems  today — pov 
erty,  violence,  crime,  low  scholas 
achievement,  drugs,  AIDS  and  m; 
health  problems — are  traceable  to  re 
cent  changes  in  behavior,  changes  foi 
the  worse. 

These  things  make  me  pessimistic 
about  America.  However,  if  the  faul 
lies  in  ourselves  rather  than  our  stai 
we  still  have  a  chance. 


. 
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A  suite  at  The  Fairmont  has  always 
been  considered  the  standard  of  luxury  in 
business  travel. 

Indeed,  there  was  a  time  when  it  was  a 
uxury  afforded  to  only  the  very  few.  Or,  the    ' 
\fery  Important.  Like  Presidents.  Royalty. 
And  even  the  occasional  Pope. 


>ident  William  H.  Taft  was  one  of  many  who 
enjoyed  a  suite  at  The  Fairmont.  Now,  so  can  you. 


on  a  complimentary  or  reduced  rate  basis. 
As  a  President's  Club  member,  you  will 
also  receive  deluxe  welcome  gifts,  as  well  as 
a  special  dining  certificate  and  complimentary 
overnight  shoeshine.  In  the  morning,  look 
forward  to  coffee  or  tea,  and  your  choice  of 
newspaper,  delivered  to  your  room. 


It  used  to  take  money,  power  and 
influence  to  get  a  suite  at  the  Fairmont 


Now,  it  just  takes  a  signature. 


But  today,  you  needn't  be  registered  in  Who's  Who  to 
ipen  doors  at  The  Fairmont.  You  simply 
eed  to  register  in  our  President's  Club. 

Every  time  you  check  into  a  Fairmont, 
3U  will  automatically  be  upgraded  to  a  suite. 


-£^ 
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"^  when  one  is  available, 

at  no  extra  charge. 

What's  more,  you'll  enjoy 

iteed  room  availability  whenever  you  make  your  reserva 

J)ns  at  least  48  hours  in  advance— even  when  a  city  is  sold  out. 
At 
iCniiM  well  as  access  to  our  Health  Clubs  and  Business  Centers 


But  that's  not  all.  Because  if  you  belong  to 
the  American  Airlines* 
AAdvantage*  program,  you'll 
earn  500  miles  with  every  stay. 
President's  Club  membership  is  completely 
free.  To  enroll,  just  call  1-800-522-3437. 
No  other  hotel  makes  it  so  easy  for  guests  to 
experience  this  level  of  elegance,  comfort  and  style. 

But  then,  at  The  Fairmont,  we 
consider  a  Very  Important  Person 
and  a  guest  to  be  one  and  the  same. 


t<>^ 


AMERICA'S  GRAND  HOTELS.  SINCE  1907 


IICAGO 


Dallas 


F^w  Orleans 

H19 


San  Francisco 

H6S 


San  Jose/Silicon  Valley 


drnt's  Club  benefits  apply  at  the  published  National  Corporate  rate  above,  rack  or  weekend  rates.  Rates  subject  to  availability-.  Ameritan  Airlines  reserves  the  right  to  change  the  AAdvantage  program  at  any  time  without  notice. 

American  Airlines  and  AAdvantage  are  registered  trademarks  of  American  Airlines,  Inc. 


Meet  Jim  Clayton:  sharecropper's  son,  used-car  dealer, 
onetime  bankrupt.  Now  he  makes  and  sells  trailer  homes 
and  is  worth  $265  million.  And  he  got  into  the  country  club. 

The  singing  mobile 
home  siuesman 


By  William  Stern 

James  Lee  Clayton  wasn't  all  that 
surprised  when  the  bluebloods  at 
Knoxville's  exclusive  Cherokee 
Country  Club  blackballed  his  mem- 
bership application  in  1986.  Never 
mind  that  at  the  time  he  was  worth 
$63  million  as  founder,  chairman  and 
chief  executive  of  Clayton  Homes, 
Inc.,  maker  and  retailer  of  mobile 
homes.  Says  Clayton:  "I'm  sure  they 
said,  'No  bankrupt  car  dealer's  gonna 
get  into  our  country  club.'  " 

Eventually  the  bluebloods  relent- 
ed; in  1988  they  let  Clayton  join  their 
club,  thereby  associating  themselves 
with  a  future  member  of  The  Forbes 
Four  Hundred  wealthiest  Americans 
(Oct.  19).  Clayton's  29.4%  stake  in 
Clayton  Homes — now  the  nation's 
largest  retailer  and  fourth-largest 
manufacturer  of  mobile  homes,  with 
sales  of  $371  million — is  currently 
worth  over  $250  million. 

This  is  all  self-made  new  money, 
which  always  makes  old  inherited 
money  feel  insecure.  "My  daddy 
picked  cotton,"  says  Clayton  in  his 
best  down-home  accent.  "Momma 
worked  in  a  shirt  factory.  My  brother 
and  I  were  up  at  5  a.m.  before  school 
to  do  the  milking.  I  dreaded  holidays. 
Thanksgiving  meant  backbrcaking 
farm  work.  Pickin'  cotton  .  .  .  now 
that's  hard  work!" 

Clayton  left  west  Tennessee  in 
1953  to  enroll  as  an  electrical  engi- 
neering major  at  the  University  of 
Tennessee.  While  there  he  bought 
and  sold  used  cars  through  the  classi- 
fied ads.  While  still  an  undergraduate 
he  opened  a  little  used -car  lot  on  the 
strip  along  Clinton  Highway  in 
northern    Knoxville;    he    was    soon 
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joined  by  his  younger  brother  Joe. 

Then  came  the  incident  that  may 
have  weighed  against  him  at  the  Cher- 
okee Club.  In  1961  Knoxville's  Ham- 
ilton National  Bank  called  in  a  loan, 
forcing  Clayton's  car  lot  into  bank- 
ruptcy. The  bank  dissolved  the  com- 
pany and  Clayton,  then  27,  enrolled 
in  law  school  at  the  University  of 
Tennessee.  But  he  and  his  younger 
brother  soon  opened  a  second  used- 
car  business  on  the  same  premises.  Joe 
Clayton  recalls  his  older  brother  say- 
ing at  the  time:  "No  one's  gonna 
bankrupt  me  again." 

Jim  Clayton  graduated  from  law 
school  in  1964;  two  years  later  he 
borrowed  $25,000  from  a  local  bank 
and  founded  Clayton  Homes,  a  mo- 
bile home  retail  outlet,  across  the 
highway  from  Clayton  Motors'  lot. 
(He  eventually  sold  his  half  of  the  car 
business  to  Joe  in  1981.) 


Jim  Clayton  in 
1965,  and  today 
as  chairman 
of  Clayton  Homes 
Hillbilly  Jim 
has  strummed 
and  sung  with 
the  likes  of 
Dolly  Parton. 


Why  mobile  homes?  Clayton  s 
he'd  sold  two  mobile  homes  on  bch  t 
of  graduating  law  school  classma' 
who  were  leaving  Knoxville.  "I  j] 
kinda  slid  into  the  business,"  he  s 

In  fact,  selling  mobile  ho 
wasn't  much  different  from  scl 
cars — same  financing,  many  of 
same  customers,  most  of  the  Si 
prospecting  and  closing  tcchniq 
Moreover,  the  mobile  home  busi 
carries  higher  margins  than  the 
business  and  markups  comparabli 
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se  of  tract  horfiebuilders. 
'layton  had  ofie  prospecting  tech- 
ue  no  other  mobile  home  sales- 
could  claim.  From  1960  to  1976 
as  a  part-time  host  on  Startime,  a 
kly  variety  program  on  Knoxville 
Clayton   strummed   the   guitar, 
along  with  the  likes  of  Dolly 
ton    and    made   himself  into    a 
or  celebrity  in  east  Tennessee — 
eless  for  a  salesman. 
Dayton   enjoyed   another  advan- 
;:  The  Southeast  has  long  been  the 
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U.S.'  largest  market  for  mobile 
homes.  By  1970,  four  years  after  he 
opened  it,  Clayton's  sales  lot  was 
moving  around  700  units  a  year. 

Clayton's  secret.^  High  turnover. 
Clayton  sacrificed  margins  to  move 
homes,  and  the  formula  worked.  With 
a  simple  $25,000  inventory  loan, 
Clayton  could  buy  20  homes  and  sell 
them  in  a  matter  of  days,  often  before 
the  loan  was  due.  Clayton  moved  fast: 
He  insisted  that  the  homes  be  ready  to 
show  to  customers  only  an  hour  after 


being  unloaded  from  the  manufactur- 
er. Fast  sales  work  meant  his  inventory 
financing  was  modest  in  relation  to 
the  number  of  units  sold. 

As  sales  grew,  Clayton  integrated 
backwards  and  sideways.  In  1970  he 
began  manufacturing  mobile  homes. 
In  1974  he  started  a  mortgage  subsid- 
iary to  finance  his  sales.  In  June  1983 
Clayton  decided  to  cash  in.  He  took 
Clayton  Homes  public  at  $3.36  a 
share,  valuing  the  company  at  $31 
million.  It  soon  appeared  he  was  get- 
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Clayton  Homes 


The  Clayton  Homes  lot  along  Clinton  Highway  in  northern  Knoxville,  1970 
"Jim  sold  those  homes  like  a  madman." 


ting  out  at  the  top.  From  1984  to 
1991  industrywide  mobile  home 
shipments  fell  from  295,000  to 
170,700  units;  this  year  they'll  proba- 
bly come  in  at  192,000. 

Yet  over  the  same  eight-year  peri- 
od, Clayton  Homes'  earnings  per 
share  grew  at  an  annual  compound 
rate  of  23%  (to  $1.11  last  year)  as  its 
share  of  the  mobile  home  sales  market 
climbed  from  1 .8%  to  7.4%.  Clayton 
Homes  stock  topped  27  last  April,  but 
has  since  backed  off  to  23%. 

Up  to  a  point,  Clayton  was  lucky. 
In  the  early  1980s  he  hadn't  yet  en- 
tered the  huge  Texas  market,  and  so 
avoided  the  massive  losses  suffered 
there  by  competitors  Oakwood 
Homes  and  Fleetwood  Enterprises  as 
oil  prices  collapsed. 


But  the  luck  is  backed  by  abilit)', 
too.  Says  Clayton's  chief  competitor, 
Oakwood  Homes'  Chief  Executive 
Nicholas  St.  George:  "Clayton's  just 
plain  good  at  what  he  does." 

Clayton  is  far  more  vertically  inte- 
grated than  any  of  his  competitors 
save  Oakwood.  When  a  customer 
walks  into  a  Clayton -owned  sales  cen- 
ter, Clayton  can  make  money  from 
him  in  four  ways.  He  builds  mobile 
homes,  sells  them  through  312  inde- 
pendent dealers  and  130  company- 
owned  oudets,  finances  them  and 
owns  27  trailer  parks  ("communi- 
ties," he  quickly  corrects  a  reporter) 
in  which  to  park  them. 

In  recent  years,  for  example,  Fleet- 
wood has  chased  market  share  by 
slashing   prices;   this    has   squeezed 


The  mobile  home  community 

Company                                           Recent       Latest  12- 

price        month  EPS 

P/E 

Yield 

% 

Sales 
($mil) 

Profit 
margin 

5-year 
ROE 

Clayton  Homes                                      23%          $1.13 

20.9 

0.0% 

$371 

8.9% 

17.2% 

Champion  Enterprises                               4%           -0.09 
Fleetwood  Enterprises                             33                1.86 
Oakwood  Homes                                     14V2             0,91 
Skyline                                                  IGVa            0.52 

NM 
17.7 
15.9 
31.0 

0.0 
2.8 
0.6 
3.0 

270 

1,401 

163 

328 

-0.2 
2.2 
5.4 
1.6 

-16.0 
12.1 

7.1 
6.8 

NM:  Not  meaningful. 

Source:  Value  Line  via  Lotus  One  Source. 

Clayton's  gross  margins.  But  he  h 
more  than  made  that  up  by  financir 
his  customers'  purchases.  With  ov 
$882  million  in  loans  on  its  book 
Clayton's  finance  subsidiary  accoun 
ed  for  49%  of  the  firm's  net  income 
$39.3  million  in  1992. 

How  solid  are  those  loans?  Claytc 
has  put  in  place  incentives  to  discou 
age  lending  for  the  sake  of  movir 
merchandise  off  the  lot.  When  a  Ck 
ton  sales  manager  recommends  a 
proval  of  a  loan,  he  knows  that  if 
loan  goes  bad,  it  comes  out  of  h 
pocket.  For  example :  A  customer  pa 
$24,000  for  a  financed  mobile  hom 
but  cannot  make  his  payments.  Oft 
$2,500  topically  lost,  the  sales  mana 
er  is  responsible  for  up  to  50%. 

But  what  happens  if  the  loan  pc 
forms?  Over  a  typical  seven-year  lo 
period,  Clayton  Homes  will  ma 
$500  per  year  per  home.  The  sal 
manager  shares  up  to  half  of  that 

The  incentives  have  worked  so  f 
Clayton  Homes'  net  chargeoffs 
1991  came  to  only  0.3%  of  avera 
loans  outstanding.  By  comparisc 
Oakwood's  comparable  chargeo 
ran  almost  three  times  as  high. 

Now  58  and  wealthy  beyond  i 
wildest  dreams,  Clayton  shows 
signs  of  slowing  down.  Twice  c 
vorced  and  currendy  dating  a  US; 
flight  attendant,  he  logs  hundreds 
hours  a  year  piloting  his  Cessna  Ci: 
tion  II  jet  or  the  firm's  Jet  Ranger 
helicopter.  That  hobby  might  g 
some  Clayton  Homes  stockhold' 
cause  for  reflection.  As  Pochard  R 
Clayton  Homes  chief  fniaiicial  ofti 
puts  it,  "What  happens  after  Jim  is 
around  anymore?"  But  barring 
unforeseeable  accident,  that's  unli 
ly  to  be  a  problem  for  several  mc 
years  to  come. 

Mobile  home 
shipments  shm 
42%  from  1984 
to  1991,  falling 
from  295,000  ta 
170,700  homeSd 
Over  the  same 
time  frame,  Cla; 
ton  compoundef 
its  earnings 
per  share  23%, 
leaving  its  com- 
petitors behind. 
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If  the  answer  to  any 
of  these  questions  is 
'no',  perhaps  you 
should  consider  an 
investment  man- 
agement team  that 
would  allow  you  to 
answer  all  of  these 
questions  yes'-  Trust 
Company  of  the 
West  and  the  other 
members  of  the 
TCW  Group.  TCW 


Have  a  20  year  cumulative  record  with 
the  same  equity  account  that  has  sig- 
nificantly outperformed  the  S  &  P  500? 


Offer  5  different  equity  alternatives? 


Offer  7  different  fixed  income  alterna- 
tives, including  one  whose  performance 

would  rank  in  the  top  3%  of  the 
Russell  Universe  of  U.S.  fixed  income 

accounts  for  the  past  8  years 
and  in  the  top  1%  for  5  of  those  years? 


Offer  expertise  in  30  separate 
investment  areas? 


Have  an  investment  record  that 

has  enabled  it  to  grow  assets 

under  management  fi^om  $8  million  to 

$30  billion  in  the  last  20  years? 


management 
company  in  the 
industry.  TCW  has 
the  expertise  to  allo- 
cate assets  among  a 
variety  of  investment 
disciplines.  For  in- 
formation on  Private 
Client  Services 
for  individuals, 
family  trusts,  foun- 
dations and  other 
eleemosynary 


emphasizes  risk  consciousness,  value  and 
quality.  It  is  considered  by  many  professionals 
to  be  the  most  diversified  investment 


institutions  with  assets  of  $5  million  or 
more,  please  contact  Richard  E.  Waldron, 
Managing  Director,  at  (213)  244-0500. 


Trust  Company  Of  The  West 


nember  of  the  TCW  Group  of  Companies 


865  S.  Figueroa  St.,  Los  Angeles,  CA  90017  •  (213)  244-0000 
200  Park  Ave.,  New  York,  NY  10166  •  (212)  297-4000 


ncuiuno/  nuuaiun 


River  Oaks  has  long  been  home  to  Houston's  oil  and  gas  entrepreneurs 
and  other  lively  folks.  Lately,  however,  the  lawyers  have  been  moving  in. 

There  goes 

the  neighborhood 


By  Sandy  Sheehy 

The  street  sign  says  "Ella  Lee 
Lane,"  but  truth-in-packaging  would 
rename  it  "J.D.  Lane."  Of  the  27 
houses  along  a  two- block  stretch  of 
this  elegant  avenue  in  Houston's  su- 
perwealthy  enclave  of  River  Oaks,  10 
belong  to  lawyers.  "Whenever  there's 
a  traffic  accident,  business  cards  go 
flying  out  the  windows,"  quips  trial 
lawyer  David  Berg,  who  moved  into 
River  Oaks  in  1983. 

Since  it  was  first  developed,  in 
1924,  River  Oaks  has  been  home 
mainly  to  Houstonians  in  the  energ\' 
business.  But  during  the  1980s  the 
independent  oil  and  gas  operators 
were  hit  hard  by  falling  prices.  They 
began  to  sell  out  of  River  Oaks,  and  a 


new  breed  of  wealthy  Houstonian — 
lawyers — began  buying  in.  In  1980, 
by  our  estimate,  some  360  of  River 
Oaks'  1,500  homes  were  owned  by 
people  in  the  energy'  business.  By 
1990  the  figure  had  dropped  to  under 
200.  Over  the  same  period  the  houses 
owned  bv  law^'ers  climbed  from 
around  270  to  nearly  320  by  1990, 
when  1  out  of  every  4  River  Oaks 
houses  on  the  market  was  sold  to  a 
lawyer. 

Mourns  Maralo  Inc.  President 
Mar\'  Ralph  Lowe,  an  oil  producer 
who  has  lived  in  River  Oaks  for  20 
years:  "Lawyers  are  the  ones  making 
the  money.  The  good  guys  are  mov- 
ing out,  and  the  lawyers  are  moving 


in.  I  think  it's  extremely  sad." 

At  oil's  nadir  in  1986-87,  10% 
the  1,500  houses  in  River  Oaks  wt 
for  sale — twice  the  number  offer 
during  the  boom.  The  median  Ri 
Oaks  home  sank  from  $700,000 
1985  to  5538,000  only  a  year  later 
2 -acre  propert}'  that  was  worth  $,' 
million  in  1980  sold  for  $2.5  milli 
in  1986. 

Some  of  the  first  buyers  to  snat 
up  these  distressed  properties  vv 
lawv^ers  who  came  in  from  elsewh 
to  handle  big  corporate  bankruptc 
Compared  with  housing  prices  b. 
home  in  New  York  and  Califori 
River  Oaks  prices  were  a  steal.  At  i 
same   time,  local  plaintifPs  law}~ 


Construction  under  way  in  River  Oaks  and  two  houses  to  be  torn  down  (right) 

The  incoming  lawyers  seem  to  prefer  tlie  old  styles,  but  with  modem  interiors. 
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"If  our  copiers  are  worldng, 
our  people  are  working." 


le  performance  of  your 

high-volume  copying  systems  is 

to  the  productivity  of  your 
lanization. 

That's  why  we're  proud  to 
[r  The  Corporate  Line  of  highly 

luctive  high-volume  copying 
|ems— copiers  uniquely 
^ted  for  the  demands  of  companies  like  yours. 

The  Corporate  Line,  featuring  the  NP  9800  and  our 

NP  6060,  was  designed  for  durability  day  in  and  day 

These  copiers  take  productivity  beyond  delivering  more 

I'l  Canon  U.S.A.,  Inc. 


THE  CORPORATE  LINE 


copies  per  minute.  With  fast  first  copy 
speeds  so  your  people  spend  less  time 
completing  short  runs.  Sophisticated 
document  handling  and  finishing  capa- 
bilities for  complete  stapled  sets  at 
the  touch  of  a  button.  And  innovations 
like  the  largest  paper  capacities  in  the 
industry  so  your  people  spend  less  time 
at  the  copier,  and  more  time  working. 

The  Corporate  Line,  from  Canon.  For  ten  years, 
America's  #1  copier  company.  And  now  the  new  power  in 
high-volume  copying.  Call  1-800-OK-CANON. 


Canon 


REGIONS/HOUSTON 


were  winning  spectacular  judgments, 
a  third  of  which  typically  went  to  the 
lawyers.  Joseph  Jamail,  who  got  an 
estimated  $420  million  (pretax)  rep- 
resenting Pennzoil  against  Texaco, 
bought  his  lot  in  River  Oaks  last 
August  and  presumably  will  build  a 
home  there. 

In  1983  the  Houston  firm  Susman 
Godfi"ey  lassoed  a  $7.6  million  fee  for 
winning  a  class-action  price-fixing 
suit  against  a  manufacturer  of  corru- 
gated boxes.  With  a  part  of  their  cut  of 
the  settlement,  apparendy,  principal 
Stephen  Susman  and  his 
wife,  Karen,  who  is  also  an  ^^^^ 
attorney,  bought  one  of 
conserxative  River  Oaks' 
rare  specimens  of  modern 
architecture,  which  was  on 
the  market  for  $2 . 5  million . 

"During  the  last  ten 
years,  law)^ers  have  man- 
aged to  move  large  blocks 
of  money  from  Point  A, 
which  is  large  institutions, 
to  Point  B,  which  is  their 
pockets,"  observes  trial 
lawyer  David  Berg.  And  on 
to  point  C:  a  big  house, 
often  in  River  Oaks. 

Why  River  Oaks?  Loca- 
tion and  amenities.  Legally 
River  Oaks  is  a  subdivision 
within  the  cit}'  of  Houston, 
but  the  residents  pay 
around  $800  a  year  to 
maintain  their  own  15 -offi- 
cer security  patrol  and  their 
own  public  areas.  The  en-  ^^MB 
clave  is  nearly  unique 
among  the  nation's  luxury  neighbor- 
hoods in  its  close  proximity  to  the 
central  business  district.  River  Oaks'  2 
square  miles  of  winding,  tree-shaded 
streets,  lushly  landscaped  yards  and 
estates,  and  Ralph-Lauren-meets- 
Scarlett-O'Hara  architecture  begin 
just  3  miles  west  of  Houston's  Main 
Street. 

Law\'ers  may  be  better  paid  these 
days  than  oilmen,  but  they're  not  as 
much  fun  to  live  around.  For  its  first 
65  years,  Houston's  River  Oaks  resi- 
dents were  as  colorfial  as  they  were 
rich.  Wildcatter  Jim  West  kept  huge 
sacks  of  silver  dollars  in  his  River  Oaks 
basement;  on  leaving  the  house,  he'd 
fill  up  the  specially  reinforced  pockets 
of  his  jackets  with  them  so  he  could 
toss  the  coins  by  the  handfiil  to  the 


public.  Billionaire  oil  tycoon  H.L. 
Hunt  ensconced  one  of  his  three  fam- 
ilies here. 

In  1977  Joanne  Johnson  King 
Herring  Davis,  then  wife  of  since- 
deceased  Houston  Natural  Gas 
Chairman  Robert  Herring,  wel- 
comed Jordan's  King  Hussein  and 
Saudi  Arabia's  Prince  Saud  to  Hous- 
ton by  hosting  a  dinner  at  her  River 
Oaks  house,  which  she  redecorated 
with  an  Arabian  Nights  seraglio 
theme  to  make  the  two  royals  feel 
right  at  home. 


Attorneys 
Living  in 


Stephen  and  Karen  Susman 

one  of  River  Oalcs'  more  modern  homes. 


River  Oaks  oil  heiress  Loraine 
McMurrey,  who  seldom  let  a  week 
pass  without  throwing  a  bash  of  some 
kind,  habitually  had  bagpipers  greet 
her  guests  at  the  door,  then  usher 
them  into  the  foyer,  where  they  were 
confronted  with  a  mound  of  caviar  3 
feet  high. 

"The  parties  have  changed,"  con- 
cedes one  lawyer  who  has  moved  into 
the  neighborhood.  "You  don't  find 
people  riding  into  their  homes  on 
longhorn  cattle  anymore." 

River  Oaks  has  always  had  some 
lawyers,  but  they  were  a  more  vivid 
breed.  Former  Texas  governor  John 
Connally  lived  there  before  his  bank- 
ruptcy. Legendary'  criminal  defense 
lawyer  Richard  (Racehorse)  Haynes, 
now  65,  still  lives  on  River  Oaks' 


winding  thoroughfare,  Kirby  Drive 

The  recent  influx  of  lawyers  is  mak 
ing  River  Oaks  more  liberal  political 
ly,  but  more  conservative  architectur- 
ally. Starting  in  the  Fifties,  a  few 
River  Oaks'  second-  and  third-gem., 
ation  oil  rich  began  to  go  moden 
Schlumberger  heiress  Dominique  d 
Menil  brought  in  Philip  Johnson  t 
design   her   austerely   elegant   brie 
house  to  showcase  her  collection  ( 
surrealist  and  primitive  art.  HumbI 
Oil  heir  Will  Farish,  among  other 
followed  with  a  contemporary  stucc( 
and-glass  home. 
I        The    incoming    lawyci 
I   seem    to    prefer    the    ol 
styles.     Those     who     bi 
modest    $400,000    ran. 
houses  on  2  acres  and  tc 
them  down  typically  put  i 
Georgian      and      colon; 
structures    heavy    on    tl 
bricks   and   columns.   B 
the    interiors    reflect    rl 
Nineties — home         gym 
master  suites  with  Jacuzz 
in  the  his-and-hers  bath 
state  -  of-  the  -  culinary  -  a 
countr}'  kitchens. 

Longtime  River  Oa 
residents  complain  abo 
trees  being  felled  to  accon 
modate  the  larger  hous 
being  built,  and  discuss  i 
stituting  a  restriction  lil 
that  in  Beverly  Hills,  whi 
prohibits  building  on  mo 
than  about  40%  of  a  lot.  > 
one  much  likes  change,  c 
pecially  when  it  is  aroui 
one's  home. 

But  there's  one  change  that  t 
old-timers  like  just  fine:  Their  m 
neighbors  are  boosting  property  v 
ues.  In  1991  River  Oaks'  medi 
resale  price,  $980,000,  finally  oi 
stripped  the  1983  peak.  Examp 
When  the  Cullen  family  sold  Icgen 
ary  wildcatter  Hugh  Roy  CuUei 
house  and  its  6 -acre  lot  next  to  t 
entrance  to  the  Rixer  Oaks  Coun 
Club  in  1964,  the  Coastal  Co 
Chairman  Oscar  Wyatt  p; 
$265,000  for  it.  Wyatt  later  sold  a 
acre  back  parcel,  but  even  at  4  acre 
River  Oaks  real  estate  agent  estima 
that  the  remaining  property'  woi 
fetch  $10  million  in  today's  mark( 
Maybe  all  those  nouveaux  n 
lawyers  aren't  so  bad  after  all. 
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If  only  for  a  moment,  she  defies  gravity 
Her  grace  and  form  are  flawless,  a  tribute  to 
perseverance  and  tenacity 

She  is  one  of  many  amateur  athletes  who  dedicate 
themselves  not  just  to  winning,  for  that  is  a  short-term  goal. 

But  to  the  challen^ 
of  competition  which 
propels  them  to  be 
the  best  they  can  be. 
Today  tomorrow, 
for  a  lifetime. 

Phillips  Petroleum 
has  been  national 
sponsor  of  United 
States  Diving  since 
1979.  And  will 
continue  to  support 
this  organization  for 
many  years  to  come. 
Because  if  our  youths  can  take  determination  and 
achievement  to  this  altitude,  our  hopes  for  the  future 
are  high  indeed. 

PHILLIPS  PETROLEUMCOMPANY 


For  more  injoirmatm  on  how  you  can  help  these  athletes,  please  write  to:  Executive  Director,  United  States  Diving,  201  South  Capitol  Avenue, 
Suite  430,  Indianapolis,  Indiana  %225. 


For  a  fellow  who  didn't  take  up  golf 
until  he  was  42, 
Karsten  Solheim  has  done 
very  well  at  the  game. 

The  Ping  heard 
round  the  world 


By  Jody  Brennan 


Ping  golf  clubs'  Karsten  Solheim 

After  settling  with  part  of  the  golfing  establishment,  he  returned  to  court. 


Winston  Churchill  defined  a  go 
club  as  an  instrument  ill-devised  to  it 
purpose.  But  Churchill  never  use 
a  Ping. 

Pings  have  become  the  Louisvill 
Sluggers  of  golf.  In  dollars  they'r 
among  the  bestselling  premium, 
"pro  line,"  clubs  in  the  U.S.  About 
million  sets  of  Ping  Eye2  irons  hav 
been  sold  since  they  were  introduce 
in  1982  (current  price,  $550  and  up 
set,  about  30%  more  than  what  mo; 
competitors  sell  for).  Pings  usual 
account  for  nearly  30%  of  the  iro 
market. 

The  man  behind  the  club:  a  chen 
bic  looking,  bespectacled  81-year-ol 
named  Karsten  Solheim.  Based  i 
Phoenix,  his  privately  held  Karstc 
Manufacturing  Corp.  had  estimate 
sales  of  more  than  $200  million  la 
year.  Pretax  earnings  were  about  $8 
million.  Forbes  estimates  Solheim 
worth  around  $450  million. 

Solheim,  who  didn't  take  up  tl 
game  until  he  was  42,  is  an  unlike 
golf  entrepreneur.  Son  of  a  Norw 
gian  shoemaker,  he  arrived  in  the  U. 
in  1913,  age  2.  His  family  settled  J 
Seattle,  where  Solheim  followed 
father  into  the  cobbling  trade.  A  j( 
in  a  San  Diego  shipyard  during  Wor 
War  II  started  an  engineering  caree 

Solheim  was  working  at  Genei 
Electric  Co.'s  Advanced  Engineerii 
Center  in  Ithaca,  N.Y.  in  1953  wh 
some  co-workers  invited  him  to  j( 
them  on  the  golf  course.  It  was  Sc 
heim's  first  time  on  the  links  and 
was  terrible.  But  like  millions  of  o^ 
ers,  he  decided  to  get  better. 

Putting  caused  Solheim  partici 
trouble.  Part  of  his  problem,  he  decil 
ed,  lay  in  the  design  of  the  putt| 
which  could  easily  twist  and  send  tl 
ball  off  course.  To  stabilize  the  clij 
Solheim  asked  a  neighbor  to  wJ 
pieces  of  metal  to  the  heel  and  toe  cj 
putter,  behind  the  face  of  the.cli 
The  additional  weight  on  the  er 
helped  keep  the  club  moving  straij 
ahead  in  a  stroke. 

When  Solheim  first  used  his  n\ 
putter,  he  heard  the  club  make 
sound  like  "ping"  as  he  struck  ifl 
ball.  A  name  was  born. 

For  six  years  Solheim  and  a  tl 
friends  were  the  only  ones  who  ujF 
the  new  putter.  Then,  in  1959,  a  pj 
shop  owner  suggested  that  Solhc 
manufacture  his  putters  and  sell  thj 
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LADIES  AND  GENTLEMEN, 
START  YOUR  ENGitoa^ 

Now  all  across  the  U.S.,  wake  up  to  the  ultimate      , 
power  breakfast  in  our  newly  redesigned  First  Class.  4 

You'll  begin  with  a  complimentary  newspaper,  rich 
100%  Colombian  coffee  and  fine  herbal  teas. 

Then  ease  into  your  day  with  such  stylish  comforts 
as  hot  refresher  towels  and  new  electronic  headsets. 

And  soon,  USA  TODAY'S  Sky  Radiof  featuring  live 
news,  opinion,  and  sports. 

United's  new  First  Class.  It's  better  for  you,  better  for 
business.  It's  truly  first  class. 

Come  fly  the  airline  that's  uniting  the  world.  Come 
fly  the  friendly  skies. 

^UniTED  AIRLinES 


Ping 

through  pro  shops.  Solhcim  says  he 
got  some  good  advice  at  the  time: 
"One  of  the  pros  said  to  me,  'Whatev- 
er you  do,  don't  give  up  your  job.'  He 
also  told  me  to  sell  to  the  pros.  I  lived 
by  those  words  of  advice;  if  it  hacin't 
been  for  that  conversation,  I  might 
have  been  broke.  As  long  as  I  kept  my 
job,  at  least  I  had  my  food." 

Sales  took  off  in  the  early  1960s 
when  pro  Gloria  Armstrong  used  the 
Ping  putter  in  a  his-her  tournament 
she  won  with  Bob  Goalby. 

In  1967  Solheim  was  56  and  work- 
ing for  GE  in  Phoenix.  He  still  wasn't 
ready  to  leave  his  steady  job.  But  GE 
forced  his  hand.  The  company  want- 
ed him  to  move  to  Oklahoma  Cit)'. 
Solheim  refiised.  He  bought  a  small 
building  where  he  began  to  spend  full 
time  manufacturing  his  putters. 

Solheim  has  a  restless  mind.  "I  just 
keep  getting  new  patents,"  he  says. 
"In  other  words,  I  am  not  satisfied 
with  the  product  I  have  made.  I  figure 
there's  always  a  way  to  improve  it." 

After  spending  years  modifying  his 
putter  and  experimenting  with  other 
designs,  in  1982  Solheim  introduced 
the  Ping  Eye2  irons.  As  with  the 
putter,  the  irons  didn't  catch  on  at 
first.  But  in  1987  Mark  Calcavecchia, 
then  a  little-known  pro,  used  an  Eye2 
for  a  spectacular—and  televised — 
shot  from  the  rough  in  the  Honda 
Classic  at  Coral  Springs,  Fla.  Sales  of 
the  Eye2s  took  off. 

What's  so  great  about  Pings!*  As  he 
did  with  the  putter,  Solheim  has  add- 
ed metal  to  the  heel  and  toe  of  the 
irons.  Then  he  removed  metal  from 
the  area  immediately  behind  the  point 
of  the  club's  face  where  the  ball 
should  be  struck,  to  create  what  golf- 
ers call  a  "cavity  back." 


Solheim'snewand 
improved  iron,  the 
Ping  Zing 
Even  better 
control? 


To  protect  their  market  share,  oth- 
er manufacturers  have  imitated  the 
cavity  back  design.  But  there's  more 
to  it  than  redistributed  weight.  Also 
important  is  the  shape  of  the  grooves 
on  the  face  of  the  irons.  Grooves  give 
the  ball  more  spin,  which  can  keep  it 
from  skittering  off  the  green.  The 
Pings'  grooves  are  squarish,  or  U- 
shaped,  in  contrast  to  the  V-shaped 
grooves  of  some  other  clubs. 

Solheim's  success  came  with  a 
price.  In  1987  the  United  States  Golf 
Association  and  the  Royal  &  Ancient 
Golf  Club  of  St.  Andrews,  Scotland 
(R8cA),  joint  rulemakers  for  world 
golf,  banned  the  Ping  Eye2  clubs 
from  tournament  play.  Their  reason- 
ing: The  clubs'  grooves  were  too 
closely  spaced  and  violated  a  1942 
rule.  This  gave  Ping  players  an  unfair 
advantage. 

Solheim  sued  the  usga  and  r&a 
rulemakers  in  1989.  After  a  lengthy 
and  highly  technical  fact-finding  pro- 
cess, the  USGA  suit  was  settled.  Sol- 
heim agreed  to  space  the  grooves 
according  to  the  rules  and  the  usga 


The  controversial 
Ping  Eye2  iron 
Cause  of 
the  courtroom 
brawl. 


^'^^" 
<^^^ 
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agreed  to  legitimize  the  clubs  he  h 
already  made.  But  Pings  are  still  fo 
bidden  in  r&a  events. 

The  PGA  Tour,  Inc.,  which  ru 
professional  tournaments  in  the  U.J 
also  decided  to  ban  Ping  clubs  on 
circuit  in  1989.  Were  some  of  the  P( 
Tour's  big  guns  unhappy  at  t 
thought  of  choosing  between  Pii 
clubs  and  their  big  endorsement  de. 
with  Ping  competitors.^  Perhaps.  B 
it's  a  fact  that  conflicts  of  interest  ke 
seven  of  the  Tour's  ten-memb 
board  of  directors  from  voting  on  t 
Ping  ban,  which  was  imposed  by  t 
remaining  three. 

Solheim  has  responded  to  this  1; 
est  threat  by  suing  PGA  Tour,  Inc 
violating  the  Sherman  Antitrust  A 
the  suit  is  pending  in  U.S.  Distr 
Court  in  Phoenix.  Trial  is  schcdul 
for  January.  Until  a  decision 
reached,  a  temporary  injunction  p< 
mits  Tour  players  to  use  their  Ping: 

At  8 1 ,  Solheim  feels  life  is  too  sh( 
to  let  the  lav\7ers  get  him  dov 
Earlier  this  year  he  introduced 
Ping  Zing  irons.  Solheim  improv 
the  weight  distribution  of  the  clu 
and  claims  a  player  has  even  better  b 
control.  Says  pro  Chip  Beck,  w 
switched  to  Ping  clubs  this  year,  "I 
counterbalanced  so  well  that  you  i 
go  ahead  and  hook  swing  and  the  \ 
will  hook  for  you.  So  it's  even  m( 
dependable."  The  Zings  retail 
$680  with  steel  shafts,  $1,360  w 
graphite  or  titanium  shafts. 

"I  have  always  said  that  there 
always  a  way  to  improve  somethini 
says  Solheim.  "I  don't  know  what  i 
next  improvment  is  going  to  be,  bi 
am  sure  that  we  will  have  some  nf 
things  coming  out  very  soon."       • 
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The  answer  to  tomorrow's  problems 
lies'in  our  children's  hands. 

By  linking  children  in  rural  schools  with 

the  best  teachers  and  resources,  advanced 

video  networks  from  Northern  Telecom 

and  local  phone  companies  are  bringing 

a  brighter  future  within  reach. 
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Technology  the  world  coils  on. 

A  leader  in  digital  communications,  supplying  equipment  in  over  80  countries. 
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Your  favorite  charity  may  be  better  at  collecting  money 
and  fudging  the  accounting  rules  than  at  getting 
the  money  out  to  worthy  causes. 

The  accounting  games 
charities  play 


By  Roula  Khalaf 

^L^  Last  year  St.  Labre  Indian 
^B^P  School,  an  Ashland,  Mont. 
^^^W     Catholic  charity  that  runs 

ly  schools  on  Indian  reserva- 
V|^  tions,  collected  nearly  $17 
million  from  the  public.  It 
spent  over  $5  million  to  raise  that 
amount.  Thus  only  68  cents  of  ever}' 
dollar  raised  actually  made  it  to  the 
classrooms. 

But  to  make  the  operation  look 
more  efficient,  the  charity  reported  it 
raised  only  $14.6  million  and  spent 
only  $2  million  on  flindraising. 
Through  bookkeeping  magic,  the 
group's  ratio  of  charitable  spending 
to  total  expenses  suddenly  jumped 
from  66%  to  76%.  That  higher  ratio 
looks  better  when  hitting  up  potential 
donors  for  contributions. 

Was  St.  Labre  bending  the  rules.^ 
Not  really.  Under  some  obscure 
guidelines  set  by  something  called  the 
National  Catholic  Development 
Conference,  the  school  may  reduce  its 
reported  fundraising  costs  by  the 
amount  raised  from  new  donors — $2 
million  in  St.  Labre's  case. 

St.  Labre  isn't  unusual.  Hundreds 
of  tax-exempt  organizations  that  have 
turned  charity  into  a  huge  business 


Accounting  magic 

Here's  what  a  few  charities 
that  take  full  advantage  of  the 
current  accounting  rules 
would  be  spending  on  charity 
if  they  couldn't  allocate  a 
portion  of  their  fundraising 
costs  to  educational 
programs. 


use  similar  accounting  practices. 
Nonprofit  organizations  took  in 
$125  billion  last  year,  with  88%  of  that 
contributed  by  individual  donors. 
Yet,  unlike  for-profit  companies, 
which  must  adhere  to  fairly  strict  ac- 
counting rules,  charities  are  subject 
only  to  the  vaguest  of  rules.  As  a 
result,  donors  ofi:en  can't  tell  if  a 
charity  is  efficient  at  collecting  and 
disbursing  money  for  worthy  causes 
or  just  good  at  cooking  its  books. 

"Charities  are  toying  with  the  cred- 
ibilit)'  and  integrit)'  of  their  financial 
statements,"  says  Kenneth  L.  Al- 
brecht,  head  of  the  National  Charities 
Information  Bureau,  a  New  York- 
based  industry  watchdog.  "We  have 
an  epidemic." 

Adds  Russy  Sumariwalla,  a  charities 
accounting  expert  who  heads  United 
Way  International:  "The  system  is 
not  designed  to  honestly  disclose  to 
the  donor  the  real  picture." 

The  basic  problem:  The  people 
who  run  charities  like  to  be  able  to 
show  most  of  the  money  tiiey  raise 
goes  to  fiind  the  worthy  programs 
their  donors  like — saving  dolphins, 
say,  or  promoting  health  awareness. 
To  make  their  reported  program  ex- 


penses as  high  as  possible,  they  try 
make  the  amounts  spent  on  fiindr; 
ing,  highly  paid  administrators  a 
other  overhead  as  low  as  possible 

Until  1987  charities  didn't  h; 
much  leeway  when  reporting  th 
flindraising  costs  to  state  gove 
ments.  A  rule  followed  by  most  au 
tors  held  that  if  the  primar)'  purpi 
of  an  activity  was  to  raise  money 
had  to  be  accounted  for  as  a  fiindr. 
ing  expense.  Period. 

That  changed  in  1987.  Several 
the  countrv^'s  biggest  charitic' 
among  them  the  American  Lung  . 
sociation  and  the  March  of  Dime 
convinced  the  American  Institute 
Certified  Public  Accountants  to  w 
a  new  rule  and  state  regulatt^ 
accept  it.  This  one  says  thar  n  • 
flindraising  costs  can  be  clas- 
"educational"  costs,  as  lonu 
charity  can  prove  the  audience  i,- 
cifically  interested  in  its  cause  and 
message  motivates  the  recipient  v 
rather  than  just  contribute. 

That's  the  theory.  The  pract:' 
Practically  every  charitable  solic^ 
tion  now  comes  with  a  newsleti 
sticker  or  some  other  "educatior/f:. 
material  that  lets  the  charity's  ext 


1991  program  expenses 
as  a  percent  of  total  expenses 


$47 
million 


Reported 


I  Adjusted 


Numbers  in  green  indicate  direct  public  support 

Sources:  Form  990;  audited  financial  statements; 
NCIB  reports 


Mothers  Against 
Drunk  Driving 


Cystic  Fibrosis  '  ^ 

Foundation  (1990  daiil  ^ 
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s  deflate  their  reported  fundrais- 
costs  and  inflate  the  percentage 
/  disburse  to  the  programs  they're 
posed  to  support.  Says  charities 
chdog  Albrecht:  "Public  educa- 
i  has  become  the  toxic  dump  of 
rity  accounting." 
'ake  $3  million  (direct  public  sup- 
1 1991  fiscal  year)  American  Heart 
ease  Prevention  Foundation.  It 
it  spent  29%  of  its  expenses  on 
rity  last  year — an  unusually  small 
rentage.  Eliminating  education 
ense,  the  amount  spent  direcdy  on 
rity  drops  to  just  5%.  Most  of  the 
went  for  flindraising. 
vTiy  are  those  costs  so  high.>  One 
::  Heart  Disease  until  recendy  was 
ient  of  Watson  &  Hughey  (now 
set  Response  Consulting  Ser- 
s),  an  Alexandria,  Va.  direct  mail 
fit  with  a  history  of  charging  litde 
rities  big  fees.  Attorney  Errol  Co- 
vdtz,  who  represents  Watson  & 
ghey,  says  his  client's  fees  are  "cus- 
ary  and  reasonable." 
jnerican  Heart  has  hired  a  new 
iraiser,  Houston-based  TeleSys- 
s  Marketing.  But  this  firm  may 
«/e  to  be  no  more  helpfial.  Run 
recendy  by  a  convicted  felon 
i  now  by  his  wife),  TeleSystems 
sued  for  fraud  in  1990  by  the 
ois  Attorney  General.  Illinois  al- 
s  the  telemarketer  charged  Na- 
al  Children's  Cancer  Society,  a  St. 
is- based  charity,  $8.3  million  for 
ng  $9  million.  National  Children 
ned  one-third  of  this  fundraising 
was  for  "educational"  materials, 
•ilevitz,  who  represents  TeleSys- 
>  and  National  Children  as  well, 
there  is  no  law  against  high  fimd- 
ng  expenses. 

ig  charities  play  the  education  al- 

tion    game,   too.    Consider   the 

irican  Lung  Association,  which 

a     sophisticated     sweepstakes 


billed  as  an  "old-fashioned"  raffle. 
The  charity  assigns  20%  of  the  cost  of 
its  sweepstakes  mailings  to  education. 

Where  is  the  "educational"  materi- 
al? A  spokesperson  for  the  charity 
notes  that  on  the  back  of  each  sweep- 
stakes ticket  is  a  picture  and  text  about 
people  helped  by  donations. 

Does  this  information  serve  any 
purpose  other  than  making  you  want 
to  enter  the  sweepstakes?  The  Ameri- 
can Lung  Association  people  and 
their  auditors  say  it  does,  and  under 
the  current  accounting  rules,  their 
judgment  usually  is  all  that  matters. 

"When  donors  call  us,"  says  Steve 
Arter,  a  senior  financial  investigator 
specializing  in  charities  at  the  Penn- 
sylvania Attorney  General's  office, 
"we'll  say  such  and  such  a  charity 
spends  80%  [of  the  money  it  raises] 
on  programs.  But  what  that  doesn't 
tell  you  is  that  the  charity  may  be 
spending  2  cents  on  research  and  the 
remaining  78  cents  on  what  you're 
holding  in  your  hand." 

Yielding  to  pressure  from  state  offi- 
cials like  Arter,  the  American  Institute 
of  Certified  Public  Accountants  is 
studying  ways  to  tighten  the  rules  on 
what  can  be  charged  to  education.  A 
decision  is  expected  next  year. 

Meanwhile,  some  charities  are 
turning  for  guidance  to  a  book  co- 
authored  by  Robert  Frank,  a  Wash- 
ington, D.C.-area  accountant  who 
advocates  the  "physical  units"  meth- 
od of  allocating  costs.  What  Frank 
means, is  counting  words.  So  if  a 
charity  spent  $100,000  to  mail  a  500- 
word  solicitation  attached  to  a  5,000- 
word  "educational"  newsletter,  90% 
of  the  cost  could  be  considered  mon- 
ey spent  on  programs. 

"Word  counting  is  theoretically  ap- 
propriate," says  Richard  Larkin,  a  di- 
rector at  Price  Waterhouse  and  head 
of  an  AICPA  task  force  on  nonprofits. 


"But  it's  subject  to  abuse  by  charities 
that  pad  the  mailings  with  flufi^." 

A  lot  of  the  charities'  expenses  for 
administrative  costs  end  up  as  pro- 
gram costs,  too.  "We're  seeing  chari- 
ties that  report  administrative  costs  of 
only  1%  or  2%,"  says  Pennsylvania 
charities  investigator  Arter.  "It's  rare 
now  to  see  anyone  reporting  costs 
over  5%.  It's  not  that  they've  become 
any  more  efficient,  but  they're  writing 
oflP  the  costs  to  programs,  including 
legal  and  accounting  fees." 

Compassion  International,  an 
agency  that  arranges  sponsorship  of 
children,  raised  over  $35  million  from 
the  public  in  fiscal  1991.  Compassion 
books  nearly  half  of  its  accounting 
costs  under  spending  on  its  programs. 
Says  Scott  Noll,  one  of  Compassion's 
internal  accountants:  "There  are  no 
real  standards  for  what  can  be  includ- 
ed in  programs.  Each  organization  is 
flexible  in  what  it  calls  'programs.'  " 

More  headaches  arise  in  account- 
ing for  donated  goods.  Charities  can 
record  the  fair  market  value  of  goods 
received  as  contributions,  and  then  as 
program  costs  unless  the  goods  are 
just  passed  on  to  other  charities.  But 
that  rule  is  ofiien  abused. 

In  August  Connecticut  and  Penn- 
sylvania filed  lawsuits  accusing  four 
charities  of  booking  worthless  goods 
at  inflated  prices  and  passing  them  on 
to  other  charities,  which  put  them  on 
their  books  at  the  same  inflated  val- 
ues. The  states'  attorneys  general 
charged  that  Knoxville,  Tenn. -based 
Cancer  Fund  of  America  falsely 
claimed  in  1990  that  it  had  spent  $7.4 
million  on  "patient  services."  But  of 
that  amount,  $2.5  million  was  the 
value  asserted  by  the  charity  of  unsal- 
able vegetable  seeds  cfa  had  allegedly 
purchased  for  a  mere  $25,462  and 
passed  on  to  another  relief  organiza- 
tion, which  in  turn  donated  the  seeds 
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to  a  South  Dakota  Indian 
^^^^  reservation. 
^^^V  Another  of  the  charities 
^^  under  investigation  by 
%Jy  Connecticut  is  Feed  the 
Children,  based  in  Oklaho- 
ma Cit^^  Out  of  total  program  ex- 
penses of  $102  million  last  year,  this 
charity  recorded  $86  million  as  the 
value  of  in -kind  gifts.  Investigators 
are  looking  into  whether  Feed  the 
Children  reported  the  value  of  used 
books  it  passed  on  to  other  charities  to 
make  its  ratio  of  expenses  to  program 
spending  look  more  efficient.  John 
Schantz,  Feed  the  Children's  control- 
ler, says  he  isn't  aware  of  any  probe. 

In  another  example  of  the  curious 
ties  that  often  pop  up  in  the  charity 
industry,  it  turns  out  that  a  Washing- 
ton, D.C.  accountant  named  Bryan 
Brown,  of  now  deftinct  Brown  &  Co., 
audited  the  books  of  all  four  charities 
sued  by  Connecticut  and  Pennsylva- 
nia. Brown,  who  declined  to  talk  to 
Forbes,  now  runs  a  former  client,  the 
American  Indian  Relief  Council  in 
Rapid  City,  S.D. 

Here's  yet  another  twist:  Many 
charities  sell  merchandise — gifts, 
cards,  T  shirts  and  the  like — to  sup- 
plement their  donations.  The  cost  of 
producing  those  products  can  be  con- 
sidered a  program  expense — if  the 
products  are  "program-related." 

The  National  Wildlife  Federation, 
for  instance,  considers  the  production 
and  distribution  of  Christmas  cards 
and  toys  with  conservation  themes  a 
part  of  its  charitable  program  activity. 
"Getting  people  excited  about  nature 
is  exacdy  what  our  mission  is  all 
about,"  says  Lynn  Bowersox,  Nation- 
al Wildlife's  media  relations  manager. 

The  wildlife  group  has  no  qualms 
about  adding  around  $12  million  a 
year  in  merchandise  production  costs 
to  its  reported  expenditures  on  chari- 
table programs.  But  the  National 
Charities  Information  Bureau,  which 


evaluates  charities,  thinks  this  is  one 
accounting  gimmick  too  many.  Ex- 
cluding these  merchandise  costs.  Na- 
tional Wildlife  spent  64%,  not  69%,  of 
its  total  expenses  on  charitable  pro- 
grams in  fiscal  1991. 

Some  charities  are  awash  with  cash 
but  hold  back  charitable  spending. 
Shriners  Hospitals  for  Crippled  Chil- 
dren, for  example,  took  in  Revenues  of 
$500  million  last  year,  but  spent  less 
than  50%  on  programs,  tucking  most 
of  the  rest  away  for  investment.  Shrin- 
ers has  been  criticized  by  the  Better 
Business  Bureaus'  philanthropic  advi- 
sory service  for  not  spending  enough 
of  its  income  on  programs. 

And  some  charities  use  multiple 
accounting  gimmicks  to  make  pro- 
gram expenditures  look  impressive. 
Example:  World  Vision,  the  Christian 
charity  that  provides  health,  disaster 
and  poverty  assistance  around  the 
world. 

World  Vision  claims  80%  (or  $187 
million)  of  its  total  expenditures  goes 
to  charitable  activities.  The  figure  is 
inflated  several  ways.  First,  about  $73 
million  is  goods,  not  cash,  that  were 
passed  on  to  other  charities  or  its 
independent  field  offices.  Second, 
nearly  $9  million  is  booked  as  a  public 
awareness  and  education  expense  in- 
curred with  fijndraising  costs;  charity 
industry  watchdogs  at  the  NCIB  be- 
lieve all  that  $9  million  should  be 
reported  as  fiindraising  expenses. 

We're  down  to  actual  program  ex- 
penses of  $105  million.  But  only  $4 
million  of  that  went  to  evangelism  in 
the  U.S.,  and  another  $97  million  was 
actually  sent  to  Worid  Vision's  inter- 
national headquarters  for  charitable 
uses.  And  not  even  that  much  made  it 
to  the  charity's  programs.  Nearly  6% 
of  every  dollar  received  by  headquar- 
ters goes  to  administration;  figure 
another  3%  is  taken  out  for  adminis- 
tration in  the  organization's  Third 
World  offices. 


$10 
million 


National  Children's 
Cancer  Society 
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Humane  Society 
of  the  U.S. 


Help  Hospitalized 

Veterans  (1990  data) 


Bottom  line:  Of  the  $187  millic 
World  Vision  says  it  spent  last  fisc 
year,  only  $92  million  was  spent  c 
rectiy  on  the  group's  various  chant 
ble  programs. 

Some  modest  protection  for  d 
nors  is  on  the  way.  The  Financi 
Accounting  Standards  Board, 
country's  chief  rule-setter,  is  fina 
getting  ready  to  issue  two  propos; 
based  on  its  eight-year  effi)rt  to  wri 
better  rules  for  nonprofit  organiz 
tions.  But  don't  hold  your  breat 
The  FASB  proposals  deal  mostiy  wi 
presentation  and  measurement, 
opposed  to  how  charities  should 
allocating  costs. 

If  better  accounting  from  the  cha 
ties  is  on  the  horizon,  we  may  have  i 
Internal  Revenue  Service's  growii 
interest  in  the  industry  to  thank.  Tl 
summer  the  iRS  went  to  Tax  Court 
defend  its  September  1990  decisii 
to  rescind  the  tax  exemption  of  t 
United  Cancer  Council,  a  former 
ent  of  direct  mail  fLindraiser  Wats 
&  Hughey.  The  charity  claimed  tl 
43%  to  55%  of  its  direct  mail  expen' 
went  to  public  education.  But  the 
rejected  the  charity's  accounting  a 
found  that  only  about  4%  of  UC( 
expenses  went  for  exempt  purpos 
The  IRS  deemed  that  percentage 
sufficient  and  concluded  that 
charity  was  in  effect  working  for 
benefit  of  Watson  &  Hughey,  i 
cancer  patients.  A  court  decision  is 
expected  before  next  year,  but  lots 
charities  are  keeping  their  eyes  glii 
to  the  case. 

In  the  meantime,  if  you're  intert 
ed  in  looking  into  the  finances 
charities,  get  a  (free)  copy  of 
National  Charities  Information  B 
eau's  Wise  Giving  guide,  which  eva 
ates  400  charitable  organizations; 
NCIB  also  issues  fiall  reports  on  in 
vidual  charities.  (Write  to  ncib,  I 
partment  200,  19  Union  Squ 
West,  New  York,  N.Y.  10003.) 
But  to  really  find 
where  the  money  goes,  ] 
aside  your  checkbook, 
out  your  calculator,  and] 
the  charities  you're  inlj 
ested  in  for  their  ar 
reports  and  audited  finj 
cial  statements.  A  chal 
that  won't  send  you  \iA 
nancial  report  isn't  wf  j 
your  money. 
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Public  broadcasting  can  get 
education  reform  off  tbe  ground. 


Whether  you're  building  coalitions, 
planning  model  schools,  or  addressing 
public  awareness,  public  broadcasting 
gives  you  the  power  to  turn  your  plans 
into  reality. 

How?  For  starters,  it's  the  world's 
largest  broadcasting  system.  Its  distribution 
channels  cover  96%  of  America's  households, 
reach  more  than  29  million  students,  and 
have  the  potential  to  connect  with  nearly 
every  classroom,  home,  and  work  place 
in  America. 

Public  broadcasting  also  offers  tested 
products:  educational  programming  and 
tools  backed  by  more  than  30  years  of  positive 
experience  in  the  classroom.  It's  teaching 
physics  in  Kentucky,  geography  in  South 
Carohna,  reading  in  California,  and  Japanese 
in  Nebraska.  It's  even  training  teachers  in 
New  York  and  providing  technical  training  to 
workers  in  Detroit. 

And  it's  doing  so  with  exciting, 
innovative  technology,  such  as  interactive 
videodiscs  and  videocassettes;  computer 
networks;  two-way,  satellite- transmitted 
classes;  supplemental  teaching  guides  and 
student  learning  materials;  as  well  as  over- 
the-air  broadcasting  and  cable. 

Public  broadcasting's  combination 
of  experience,  programming ,  technology, 
tools— and  distribution  channels  —  can 
help  get  education  reform  off  the  ground. 

To  learn  how  public  broadcasting  can 
aid  your  education  reform  efforts,  write  to 
the  Corporation  for  Public  Broadcasting, 
P.O.  Box 549,  Alexandria,  VA  22313. 


® 


CORPORATION 
FOR  PUBLIC 
BROADCASTING 


Evaluating  fundraising  efficiency 


By  Roula  Khalaf  and  William  Heuslein 

j^  How    DO     the     counrn's 

^^^^  charities  stack  up  against 
^^^^  one  another?  In  an  impor- 
^f  tant  sense,  the  question  has 
^6^  no  answer.  Who's  to  say 
whether  the  health  con- 
sciousness dispensed  by  the  American 
Lung  Association  is  superior  to  the 
dolphin  consciousness  disseminated 
by  Greenpeace?  But  from  a  financial 
point  of  \'iew,  some  comparisons  can 
be  made. 

Experienced  donors  usually  tr\'  to 
evaluate  ftindraising  efficiency'  by 
looking  at  the  percentage  ratio  of 
fundraising  cost  to  direct  public  sup- 
port— that  is,  how  much  a  charitN'  had 
to  spend  to  raise  SI  of  public  contri- 
butions. The  lower  the  ratio,  the 
more  efficient  the  charitv  at  distribut- 


ing money  to  worthy  causes. 

In  evaluating  100  U.S.  charities 
this  year,  Forbes  is  also  taking  ac- 
count of  the  average  gift  size,  because 
it  costs  more  on  average  to  raise  a 
smaller  gift.  Amnestx'  International's 
29%  flindraising  cost  percentage  is  on 
the  high  side  if  compared  with  all 
other  charities.  But  it's  not  out  of  line 
with  those  with  a  similar  average  gift 
size  of  S25  to  S50.  (The  average  gift 
size  method  is  based  on  work  done  by 
Bill  Levis  at  the  Nonprofit  Manage- 
ment Group  at  Baruch  College,  Cit)' 
Universit)'  of  New  York. ) 

To  come  up  with  the  figures  for  the 
table,  Forbes  consulted  the  charities' 
1991  Internal  Revenue  Ser\'ice  filings 
(Form  990),  and  audited  financial 
statements.  We  then  asked  charities  to 


A  new  evaluation  tool 

Direct     Organization 

public 

support 

($mil) 

Average  gift  size  over  $2,500 

136  Institute  of  International  Education 

33  Museum  of  Fine  Arts  (Boston) 

28  Jewish  Communal  Fund  of  New  York 

18  Museum  of  Modem  Art  (NY) 

14  American  Museum  of  Natural  History 

10  Field  Museum  of  Natural  History 

9  Population  Council* 

8  Jewish  Board  of  Family  &  Children's  Services 

5  National  4-H  Council 

5  Walker  Art  Center' 

5  Devereux  Foundation 

2  Girl  Scouts  of  the  USA^ 

2  Big  Brothers/Big  Sisters  of  America* 

2  Eleutherian  Mills-Hagley  Foundation  (Museum) 

2  Catholic  Charities  USA^  * 

Median 


Fund- 

Fund- 

raismg 

raismg 

cost  per 

cost 

gift($) 

% 

747.17 

0.9 

192.02 

5.6 

100.56 

0.3 

562.14 

6.5 

230.12 

8.1 

178.71 

6.9 

2.452.17 

2.8 

257.26 

5.9 

380.17 

12.4 

432.66 

10.6 

497.95 

16.1 

652.51 

22.9 

808.35 

19.3 

775.32 

28.0 

519.66 

20.2 

81 


'Fiscal  year  1990.  ^Fiscal  year  1992.  'Fundraising  costs  adjusted  (NCIB).  ••Fund- 
raising  costs  adjusted  60%  to  fundraising  (Forbes),  National  office,  exclusive  of 
affiliates.  'Average  gift  is  $87,600.  'Includes  indirect  public  support.  'Includes 
niembership  dues  and  membership  development  costs.  ^Excluding  $13  million  of 
endowments,  grants  and  bequests.  "Direct  mail  only,  total  public  support  equals  $100 
million.  "Fundraising  cost  includes  $3  million  in  donor  development  costs.  '^From 
audited  financial  statements,  including  combined  and  consolidated,  '^rom  unaudited 
combined  and  audited  financial  statements. 


It  costs  more  to 
raise  a  smaller  gift. 
So  compare 
charities  witliin 
average  gift  size 
groups. 


estimate  the  total  number  of  gjf 
received  during  the  year  from  indivi( 
uals,  corporations  and  foundationi 
That  gave  us  the  average  fijndraisin 
cost  per  gift  and  average  gift  sis 
figures.  The  ftindraising  cost  percen 
age  is  the  percentage  ratio  of  ftindrai 
ing  costs  to  direct  public  support 

As  explained  in  the  accompanyin 
stor\\  charities  often  understate  fiin< 
raising  costs  by  charging  a  portion  1 
"educational"  programs.  We  usedr 
ports  on  individual  charities  pu 
lished  by  the  National  Charities  Info 
mation  Bureau,  which  adjusts  ftuii 
raising  costs  based  on  a  review  of  tl 
so-called  educational  materials  tl 
charities  send  out  with  their  fiin< 
raising  solicitations. 

Where  the  ncib  didn't  make  adjuj 
ments  or  didn't  evaluate  the  charitic 
Forbes  examined  the  notes  in  chai 
ties'  financial  statements  to  find  o 
which  organizations  charge  part 
their  fundraising  costs  to  educatior 
programs.  If  the  educational  amou 
turned  out  to  be  more  than  40%  oft 
total  cost,  we  made  an  adjustment 
keep  it  at  no  more  than  40%.  Wh 
Nonprofit  experts  Forbes  consult 
say  40%  is  a  reasonable  cutoff"  poii 
We  applied  that  ceiling  to  ten  charit 
on  this  list. 

For  example,  the  Arthritis  Foun( 
tion  claims  that  70%  of  the  cost 
certain  events  isn't  ftindraising  i 
pense  but  rather  money  spent  on 
educational  programs.  This  yield 
fundraising  cost  percentage  of  17 
By  accepting  only  40%  of  the  cost 
education,  Forbes  arrived  at  a  ftir 
raising  cost  percentage  of  23%. 

It's  best  to  compare  charities  witl 
groups.  The  median  ftindraising  c« 
is  what's  reasonable  for  the  gm  ^ 
The  ftindraising  cost  per  gift  coin 
shows  how  much  of  your  gift  goes 
ftindraising. 

Many  large  groups  are  not  rep 
sented.  Some,  like  the  American  C. 
cer  Socict)',  couldn't  provide  For: 
with  their  total  number  of  gifts.  O 
ers,  like  the  YMCA,  don't  consoli 
their  numbers. 
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rhese  Projects  All  Camelbgedier 

Because  Uiflferent  Departments 

QxildAllWoricmether. 


These  days,  it  takes 

)ups  of  specialists  to 
ler  a  project  from 
iception  to  completion, 
d  that  assumes  they're 
e  to  work  together  in  a 
se,  cooperative  relation- 
p  to  get  the  job  done. 
But  consider  the  obsta- 
5  in  their  path. 
Each  group  may  be 
rking  with  a  different 
dware  system.  Each  may 
Dend  upon  a  different 


'     ''latka  International  of  Turku,  Finland 
d  Intereraph's  architecture  and  visuali- 
tion  software  to  design  hotel  interiors. 


ibase.  And  the  groups 
r  be  scattered  over  the 
re  globe. 


Colgate-Palmolive  uses  an  Intergraph  system 

to  create  photorealistic  models  of  new 

packaging  concepts. 

However,  no  one  pro- 
motes enterprise-wide  inte- 
gration as  thoroughly  as 
Intergraph.  For  one  thing, 
our  workstations,  systems 
software  and  networking 
tools,  all  work  together.  In 
addition,  we  offer  the  broad- 
est portfolio  of  technical 
applications  in  the  compu- 
ter graphics  industry.  And 
Intergraph  systems  are  com- 
patible with  a  wide  range  of 
industry  standards.  So  the 
investments  our  customers 
have  made  are  secure. 

If  your  company  could 
benefit  from  an  integrated 


approach  to  product  devel- 
opment, call  us  toll-free  in 
the  U.S.  at  (800)  826-3515. 
In  Canada,  call  (403) 
250-6100.  Phone  us  in 
Asia  or  the  Pacific  Rim  at 
(852)  8661966,  in  Europe 
at  (31)  2503-66333  or,  in 


Using  Intergraph 's  engineering  modeling 

system,  FASlO  Industries  (Lonsumer 

Products  Division)  reduces  costly  prototyping. 


the  Middle  East,  call  us  at 
(971)  4-367555.  We'll  work 
together  to  make  sure  that 
your  people  can  work 
together,  too. 

INTERGRAPH 

Everywhere  you  look. 


©  1991,  Inteigraph  Corporation,  Huntsville,  AL  35894-0001.  Intergraph  is  a  registered  trademark  and  Everywhere  You  Look  is  a  trademark  of  Intergraph  Corporation. 

Other  brands  and  product  names  are  trademarks  of  their  respective  owners. 
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Charities 


\JJoire 


A  new  evaluation  tool 


y  Direct 

Organization 

Fund- 

Fund- 

public 

raising 

raising 

supporl 

t 

cost  per 

cost 

{$mil) 

gift($) 

% 

Average  gift  size  $1,000  •  $2,500 

236 

United  Jewish  Appeal-Federation  of  NY 

112.60 

8.4 

56 

Jewish  United  Fund  of  Metropolitan  Chicago^ 

100.24 

9.8 

39 

Combined  Jewish  Philanthropies  of  Gr  Boston 

37.44 

3.3 

36 

Jewish  Welfare  Federation  of  Metro  Detroit 

98.90 

4.5 

28 

UJA  Federation  of  Greater  Washington 

86.45 

8.0 

26 

Associated  Jewish  Community-Baltimore 

97.87 

6.9 

7 

Whitney  Museum  of  American  Art 

150.03 

12.3 

5 

Museum  of  Science  &  Industry" 

712.93 

45.1 

4 

YWCA  of  the  USA,  National  Board 

170.33 

11.5 

3 

Runyon-Winchell  Cancer  Research  Fund 

239.76 

12.9 

3 

United  Charities  of  Chicago 

275.69 

14.0 

k        3 

Boy  Scouts  of  America,  National  Council 

62.55 

4.9 

Median 

9.1 

Average  gift  size  $500  •  $1,000 

36 

New  York  Public  Library 

80.58 

9.9 

24 

Art  Institute  of  Chicago 

146.22 

15.5 

20 

Music  Center  of  LA  County 

126.54 

13.1 

11 

International  Rescue  Committee 

55.89 

8.2 

10 

United  Jewish  Community  of  Bergen  Cty  (NJ)^ 

124.21 

14.0 

10 

Philharmonic-Symphony  Society  of  NY 

101.56 

13.7 

10 

Toledo  Museum  of  Art  (Ohio) 

67.79 

8.7 

6 

Orange  County  Center  for  the  Performing  Arts^ 

104.28 

20.0  ^ 

Median 

13.4 

Average  gift  size  $250  •  $500 

It 

146 

Foster  Parents  Plan  Worldwide*  '^ 

26.28 

9.3 

49 

Rotary  Foundation  of  Rotary  International 

28,22 

11.2 

41 

Save  the  Children  Federation 

52.44 

19.2 

26 

Smithsonian  institution 

38.13 

12.8 

21 

American  Friends  Service  Committee 

27.66 

10.9 

16 

Colonial  Williamsburg  Foundation' 

50.35 

15.7 

14 

New  York  Zoological  Society 

79.72 

16.7 

10 

Boys  &  Girls  Clubs  of  America^ 

62.22 

12.7 

9 

Zoological  Society  of  San  Diego' 

35.78 

11.0 

5 

Children's  Aid  Society 

42.91 

12.8 

2 

National  Kidney  Foundation  of  NY/NJ 

83.50 

18.2 

1 

Humane  Socie^  of  New  York' 

30.35 

10.2 

Median 

12.8 

Average  gift  size  $100  •  $250 

146 

Nature  Conservancy 

28.07 

14.7 

108 

Feed  the  Children  (Larry  Jones  IntI  Ministries) 

6.55 

4.3 

96 

United  Way  Crusade  of  Mercy  (Chicago) 

8.48 

5.0 

91 

Christian  Children's  Fund 

28.33 

11.7 

64 

United  Negro  College  Fund^ 

30,35 

19.6 

55 

United  Way  of  Southeastern  Pennsylvania 

13.12 

6.5 

'Fiscal  year  1990.    ^Fiscal  year  1992.    'Pundraising  costs  adjusted  (NCIB). 

<Fund- 

raising  costs  adjusted  60%  to  fundraising  (Forbes).    'Nationa 

office,  exclusive  of 

affiliates 

'Average  gift  is  $87,600.    'Includes  indirect  public 

support.    ' 

Includes 

membership  dues  and  membership  development  costs.    'Excluding  $13  million  of 

endowments,  grants  and  bequests.    '"Direct  mail  only,  total  public 

support  equals  $100 

million. 

"Fundraising  cost  includes  $3  million  in  donor  development  costs. 

''From 

audited  financial  statements,  including  combined  and  consolidated.    ''From  unaudited 

combined  and  audited  financial  statements. 

Direct  Organization 

public 

support 

($mil) 

54  Educational  Broadcasting  Corp 

46 '  United  Way  of  Metropolitan  Atlanta 

42  United  Way  of  Massachusetts  Bay 

39  Catholic  Relief  Services 

35  Compassion  International 


12 
6 
4 
3 
1 


Fund- 
raising 
cost  per 
gift($) 

27.78 

8.36 

9.68 

15.92 

27.04 


30  Project  Hope  (People-to-People  Health  Found) 

16  National  Audubon  Society 

14  Museum  Associates  (LA  County  Museum  of  Art) 

13  American  Foundation  for  AIDS  Research 


19.21 

8.1 

37.28 

25.6 

10.19 

6.4 

24.06 

10.4 

Statue  of  Liberty-Ellis  Island  Foundation^ 
NAACP  Special  Contribution  Fund 
MSPCA  (Massachusetts) 
National  Kidney  Foundation^ 
National  Kidney  Foundation  of  S  Calif 


26.59 
37.59 
27.00 
21,80 
26.83 


Median 


$100 


Average  gift  size  $50  • 

154     World  Vision" 
135     Campus  Crusade  for  Christ'^ 
28     United  States  Committee  for  UNICEF 

26  WGBH  Educational  Foundation 

13  Oxfam  America 

12  United  Service  Organizations  (World  HQ) 

7  Sierra  Club  Legal  Defense  Fund 

Median 
^    Average  gift  size  $25 -$50 


21,65 
8,72 
12,82 

21,81 
13.97 
23.18 
16.17 


Median 

Average  gift  size  $1  -  $25 

111     March  of  Dimes  Birth  Defects  Foundation 
88     American  Lebanese  Syrian  Associated  Charities 
61     Disabled  American  Veterans^ 
60     American  Lung  Association* '°  " 
51     Cystic  Fibrosis  Foundation' "  '* 

47  Mothers  Against  Drunk  Driving* 

38  American  Diabetes  Association* '" 

36  Greenpeace  USA'  * 

16  Greenpeace  Action' 

9  Epilepsy  Foundation  of  America' 

8  Nationa  I  Easter  Sea  I  Soc  iety* ' 

4  Guideposts  Associates 

3  Blinded  Veterans  Association" 

3  American  Heart  Disease  Prevention  Foundation 

2  Mays  Mission  for  the  Handicapped" 

Median 


27.6 
17.3 
30.3 
24.1 

23./ 


95 

Billy  Graham  Evangelistic  Association*  '^ 

10.36 

26.1 

69 

Covenant  House'* 

8.91 

23.3 

55 

Arthritis  Foundation*  '* 

5.90 

22.6 

38 

CARE 

18.51 

38.0 

28 

Planned  Parenthood  Federation  of  America' 

13.24 

28.2 

21 

Amnesty  International  of  the  USA* 

11.50 

28.5 

19 

Humane  Society  of  the  US* « 

6.28 

23.8 

17 

St.  Labre  Indian  School  Educational  Assoc* "  '* 

8.44 

31,9 

15 

Special  Olympics  International* 

10.57 

24,i 

11 

ASPCA 

12.27 

38./ 

9 

American  Civil  Liberties  Union  Inc' 

8.66 

19.^ 

26.1 


1.33 

18.C 

5.08 

20.J 

2.69 

34.! 

2.10 

32.: 

2.85 

.  18.: 

6.46 

36- 

3.47 

23 

8.46 

3/ 

3.53 

24 

5.83 

3i 

3.35 

2' 

5.98 

4r 

7.03 

5, 

3.64 

3'' 

9,70 

6.! 
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Some  Arguments  For  Nuclear  Energy 
Are  Smaller  Than  Others. 


Ind  the  nuclear  electric  plant  on  Florida's 

fhinson  Island,  endangered  wildlife 

a  safe  haven.  The  baby  sea  turtles 

ling  on  nearby  beaches  are  more 

[nee  of  the  truth  about  nuclear  energy: 

icefully  coexists  with  the  environment. 


America's  110  operating  nuclear  plants 
don't  pollute  the  air,  because  they  don't 
burn  anything  to  generate  electricity  Nor  do 
they  eat  up  valuable  natural  resources  such 
as  oil  and  natural  gas. 

Still,  more  plants  are  needed— to  help 


satisfy  the  nation's  growing  need  for  elec- 
tricity without  sacrificing  the  quality  of  our 
environment.  For  a  free  booklet  on  nuclear 
energy  write  to  the  U.S.  Council  for  Energy 
Awareness,  RO.  Box  66080,  Dept.  TR09, 
Washington,  D.C.  20035. 


Nuclear  Energy  Means  Cleaner  Air. 


1 USCEA 


IBM  aimed  its  new  supercomputer  at  scientists. 
But  the  big  users  may  be  moviemakers. 

Lights,  cameras,  chips! 


By  James  R.  Norman 

The  movies  that  do  well  at  the  box 
office  are  special  effects  extravaganzas 
like  Terminator  2,  but  those  movies 
cost  a  fortune  to  make.  No  surprise 
that  such  studios  as  Carolco  and  Zoe- 
trope  got  into  sorry  financial  shape. 

To  the  rescue:  IBM  and  Silicon 
Graphics,  among  other  electronics 
firms.  Digital  special  effects  and  mov- 
ie editing  have  been  around,  in  cruder 
form,  for  a  while  (FoRBES,  Dec.  10, 
1990);  the  surprise  is  how  rapidly 
digital  technology  is  remaking  the 
film  business.  "I'm  excited,"  says 
filmmaker  James  Cameron,  who  di- 
rected T2  and  JTye  Abyss.  "Things 
never  before  possible  will  be,  and 
what  was  possible  will  be  cheaper." 

Making  movies  bit  by  computer  bit 
is  now  so  feasible  that  even  Eastman 
Kodak,  whose  bread  and  butter  is 
photographic  film,  has  announced  a 
Cineon  digital  system  for  special  ef- 
fects and  combining  of  images,  called 
compositing.  "This  will  do  for  film- 
making what  the  PC  did  for  writing," 
declares  Ed  Jones,  who  won  an  Oscar 
for  his  work  on  the  animated  Who 
Framed  Roofer  Rabbit?  at  George  Lu- 
cas' Industrial  Light  &  Magic  and 
now  runs  the  Cineon  project. 

Only  a  tiny  percentage  of  movie 
footage  now  is  digitally  processed  be- 
fore going  back  to  film.  But  the  pace  is 
quickening  with  IBM's  appearance  on 
the  scene.  In  July  IBM  delivered  a  new 
breed  of  supercomputer — its  Power 
Visualization  System — to  Los  Ange- 
les' Boss  Film  Studios.  Despite  its 
$1.2  million  price  tag,  the  IBM  ma- 
chine is  a  godsend  to  special  effects 
expert  Richard  Edlund,  Boss  founder 
and  a  four-time  Oscar  winner.  Now 
his  special  effects  artists  can  quickly 
blend  fantastic  images  on  computer 
screens,  play  them  back  in  real  time, 
then  print  them  out  again  on  film. 
"This  speeds  us  up  50  times,"  says 
Edlund.  "We're  finally  replacing  our 

260 


old  sledgehammer  technology." 

Cliffhan^er,  the  forthcoming  Syl- 
vester Stallone  movie,  uses  a  50-foot 
Styrofoam  cliff  in  Boss'  parking  lot 
and  a  battery  of  Silicon  Graphics 
workstations  linked  to  the  IBM  PVS, 
doing  2.5  billion  floating  point  opera- 


tions per  second,  to  produce  a  heai 
stopping  Rocky  Mountain  scene 
which  Stallone  braves  dizzyii 
heights,  blowing  snow  and  attackii 
helicopters.  Conventional  ima] 
compositing  would  have  taken  weel 
"Every  'How's  this?'  and  'Okay'  sav 
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lays,"  says  Alan  Fetzer,  Boss'  chief 
jrating  officer. 

Ipecial  effects  are  an  arduous  and 
dy  gimmick.  And  Hollywood  has 
ited  a  monster  it  can  barely  feed  in 
public's  expectation  for  more  and 
re  gee-whiz  imagery.  Until  now,  it 
meant  tediously  filming  many  dif- 
;nt  parts  of  a  scene,  using  blue- 
;en  backgrounds  that  can  be  opti- 
y  erased,  then  layering  the  film 
ges  precisely  together  frame  by 
ne,  separated  by  hand-drawn 
It-blocking  "mattes."  These  im- 
s  are  then  rephotographed  by  an 
ical  printer.  A  single  special  effects 
le  lasting  just  a  few  seconds  on 
1  can  take  weeks  of  work  and  cost 
idreds  of  thousands  of  dollars. 


LEFT: 

Richard  Ediund  of 
Boss  Film  Studios, 
withmockupofa 
cliff  face  for  an 
upcoming  thriller 
Bringing  special 
effects  out  of 
the  stone  age. 


One  brief  space  battle  scene  in  Return 
of  the  Jedi  from  the  Star  Wars  trWogy, 
on  which  Ediund  worked  while  at 
Industrial  Light  &  Magic  a  decade 
ago,  involved  the  compositing  of  70 
separate  shots.  With  each  layer,  the 
image  blurs. 

By  scanning  images  into  digital 
form,  a  filmmaker  can  composite, 
crop,  color,  matte  and  retouch  them 
to  remove  wires — or  forgotten  micro- 
phones or  Coke  cans — at  a  computer 
workstation.  No  need  to  hand-draw 
mattes  or  feed  the  images  through  an 
optical  printer.  No  loss  of  resolution. 
Robin  Williams  flew  so  amazingly 
through  the  set  of  Hook  because  his 
heavy  cable  harness  was  electronically 
erased.  The  firemen  running  along 


RIGHT:       ^- 
Batman  character 
Silicon  Graphics 
workstations  at 
Boss  drew  the 
birds  (top), 
programmed 
them  to  walk 
(center),  then 
herded  them  onto 
the  digital  set. 


the  collapsing  roof  in  Backdraft  were 
filmed  by  helicopter,  running  on 
pavement,  then  digitally  composited. 

Digital  image  doctoring  has  already 
been  making  inroads  in  I'V  commer- 
cials— like  that  diet  Coke  commercial 
in  which  Paula  Abdul  seems  to  dance 
around  with  Gene  Kelly.  New  York 
special  effects  house  R/Greenberg 
Associates  seamlessly  matches  their 
two  digital  images. 

Some  of  the  objects  we  see  don't 
even  exist  except  as  bits  in  someone's 
computer.  Rather  than  digitize  pic- 
tures and  manipulate  them,  computer 
animation  shops  like  ILM  and  others 
are  simulating  three-dimensional  ob- 
jects in  the  computer,  lighting  them 
and  making  them  sing  and  dance  like 
the  cups  and  saucers  in  Beauty  and  the 
Beast,  or  "morph"  from  liquid  metal 
into  a  robot,  as  in  T2. 

Or  take  Kodak's  Olympics  com- 
mercial, in  which  Greenberg  multi- 
plied people  to  fill  a  giant  stadium,  put 
doctored  snapshots  onto  the  boards 
they  raised  and  even  painted  phony 
fireworks  into  the  sky.  Those  lifelike 
flying  toothpaste  tubes  in  the  Crest 
commercials  are  just  computer  mem- 
ory. Notes  David  B.  Brown,  president 
of  Blue  Sky  Productions  in  Ossining, 
N.Y.,  which  faked  those  Crest  tubes: 
"We  don't  have  to  blow  up  real  heli- 
copters and  buildings  or  even  models 
of  them  anymore." 

This  is  a  far  cry  from  the  expensive 
and  rudimentary  computer  animation 
of  Disney's  box-office  bomb  Tron  of 
1982.  Or  even  Lorimar's  The  Last 
Starfi£fhter,  which  used  a  $9  million 
Cray  x-mp  supercomputer  (240  mil- 
lion arithmetic  operations  per  sec- 
ond) whose  cost  ultimately  sank  pio- 
neer Digital  Productions.  Not  only 
can  IBM's  machine  outpace  that  Cray 
at  about  a  tenth  of  its  cost,  but  IBM's 
Unix-based  computer  can  also  run  a 
growing  library  of  sophistic  ited  im- 
aging programs  from  the  likes  of  Pre- 
cision Visuals  and  Alias  Research. 

Professional  video  editing  has  been 
digital  for  several  years  now — as  is 
most  audio  work.  If  Hollywood  has 
been  slow  to  go  digital,  it  is  because 
there  hasn't  been  enough  computer 
power  to  cope  with  the  much  higher 
levels  of  resolution  needed  for  a  film 
to  be  shown  on  a  big  screen.  Even  the 
fastest  workstations  bog  down  like  a 
lawnmower  in  wet  grass  when  they 
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ABOVE: 

IBM's  Armando 
Garcia  and  Abraham 
Peled  (seated)  and 
a  PVS  supercomputer 
that  can  do  2.5  bil- 
lion arithmetic  opera- 
tions per  second 

LEFT: 

Kodak's  digital 
Olympics  commercial 
Now  the  big  boys 
are  getting  into 
the  act. 


r\ 


process  color  film.  A  single  35mm 
ft'ame  carries  up  to  20  megabytes  of 
information  (before  data  compres- 
sion). At  24  frames  a  second,  a  90- 
minute  movie  has  2  million  mega- 
bytes, enough  to  fill  the  hard  drives  of 
10,000  amply  equipped  personal 
computers.  Data  compression  dra- 
matically reduces  the  storage  de- 
mands for  images,  but  it  will  still  be  a 
long  time  before  an  entire  movie  is 
digitized. 

Indeed,  the  challenge  is  not  so 
much  computing  itself,  but  managing 
the  huge  data  flow.  IBM's  ins  claims  to 
output  data  at  a  prodigious  rate  of 


100  megabytes  per  second,  100  times 
the  speed  of  traditional  Hthernet 
networked  workstations.  The  system 
is  much  more  highly  parallel  than 
existing  IBM  mainframes,  containing 
as  it  does  up  to  32  i860XP  Intel  chips 
working  in  tandem.  Those  things  let  it 
process  high-resolution  images  at 
movie  speed." 

For  now.  Boss  is  using  the  IBM 
machine  only  inside  its  studio.  But  the 
advent  of  such  power  has  wide  impli- 
cations. It  could  usher  in  an  age  of 
digital  distribution  of  movies.  Instead 
of  hundreds  of  costly  celluloid  copies 
circulated  to  theaters,  movies  could 


Still  life 
in  software, 
from  Blue  Sky 
Productions 
What's  real? 


be  sent  by  fiber-optic  cable  or  beam 
from  satellites  and  shown  on  brilii; 
electronic  screens  like  the  heads 
displays  in  fighter  cockpits. 

That's  why  there  is  such  a  scram 
now  for  linkups  between  compin' 
companies  and  entertainment  p 
ducers.  The  hardware  makers  set 
gigantic  market  for  the  boxes  a 
systems  to  play  all  the  data.  Plus,  tl 
want  a  stake  in  the  entertainmc 
product  itself  So  Sony  has  bou 
Columbia,   Matsushita   has   boug 
into  Universal,  and  IBM  is  talking  sc 
ously  with  Time  Warner. 

Ironically,  the  PVS  supercompu 
helping  IBM  crack  this  market  was 
really  aimed  at  Holh-wood  when 
was  launched  in  July   1991.  It  \ 
targeted  at  scientists  modeling  chei 
cals,   the   weather   and    engineer 
feats.  Only  after  selling  a  few  to  i 
versitics  and  automobile  compai 
did  Abraham  Peled,  IBM's  vice  pi 
dent  of  systems  and  sofrsvare  and 
father  of  the  PVS,  suggest  to  Armai 
Garcia,  one  of  the  key  de\elopci 
the  machine,  that  he  tr\'  peddiinti 
machine  in  Hollywood.  But  it 
there  that  Garcia  stumbled  onto  \\ 
could  be  the  mother  of  all  compm 
markets — the  mountain  of  data  i 
film.  • 
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Remember  Ma 


David  Potter,  CEO 
Source,  Inc. 


r 

I   T'S  BEEN  OVER  10  years. 
''i   But  I  remember  clearly  when 
A*  you  could  get  all  your  telephone 
lipment  support  from  a  single  company, 
latever  else  it  was,  it  sure  was  secure. 


|t  in  the  90's,  the  manufacturers  are 
ling  all  over  each  other  to  get  out  of 
product  support  business.  Their  hot 
tton  is  selling  new  equipment. 

I  who  do  you  call? 

;et  your  new  phone  company:  SOURCE, 
td  welcome  back  the  security  of  added-value 
bduct  support. 

[e  security  of  fast  parts  replacement.  All 

[kes,   all  models  from  SOURCE'S  huge 
iputer-track^d  inventory  of  over  25,000 
ferent  units. 

\e  security  of  SOURCE  quality.  Millions 
jested  in  lab  facilities  and  technical  staff 


\%so 

"  bnouli 
a  Name  that 
Rings  aBell 
withYou* 


back  our  industry's  strongest 
warranty. 

The  security  of  SOURCE 
professionals.  On  hand  24  hours  to 
keep  your  system  up. 

All  that,  plus  Source's  objectivity 
that  comes  with  being  an  independent. 


The  lourte  MuMn  u  Mod«n  TtlsMn  MaMgmem 


Call  today  for  your  free  copy  of 
How  to  Save  the  Phones  in  the  90's. 

1'800'624'6348 


It's  no  wonder  that  big  volume  telecom 
departments  and  service  companies  rely 
on  Source  inventory  and  barcoding  to 
save  on  warehousing  costs. 

Why  is  Source  doubling  in  size  every  three 
years?  Because  we  remember.  We  remember 
who  we're  in  business  to  serve. 


SO,  NOW  WE  CAN  all  forget  about  Ma.  Just 
you  remember  there's  only  one  SOURCE.  For  all 
the  bells  and  whistles. 


Save  ttie  Phones! 

IDUIiai 


N 
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Learn  to  love 
voice  mail 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


However  INFURIATING  you  find  voice 
mail,  don't  write  it  off.  If  you  have 
so  far  steadfastly  resisted  installing 
it  at  your  company,  you  may  ha\'e  to 
reconsider  someday. 

Nothing,  it  is  true,  is  quite  so  irri- 
tating as  calling  somebody  with  an 
urgent  request — and  all  of  your  calls 
are  urgent,  of  course — only  to  be 
greeted  by  that  syrup\'  mechanized 
voice  suggesting  that  you  leave  a  mes- 
sage or  dial  another  seven-digit  num- 
ber or  press  the  pound  key. 

Yet  voice  mail  keeps  growing;  the 
companies  in  the  business  are  expand- 
ing into  new  areas;  and  the  public  is 
learning  to  live  with  it. 

Sales  of  voice  mail  systems  amount 
to  almost  $1  billion  a  year,  and  about 
a  third  of  America's  large  and  mid- 
size companies  use  them.  Lately,  the 
voice  processing  companies  have  be- 
gun to  get  involved  with  data  process- 
ing, too.  That  involvement  will  mean 
increased  sales  as  more  potential  cus- 
tomers come  to  understand  the  bene- 
fits not  just  of  being  able  to  leave 
messages  but  of  being  able  to  get 
information  of  many  different  sorts  by 
using  nothing  but  the  telephone. 

Despite  the  recession,  Octcl,  the 
largest  and  strongest  company  in  the 
group,  managed  to  grow  18%  in  its 
most  recent  fiscal  year,  ended  in  June, 
and  is  approaching  $200  million  in 
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annual  sales.  The  second-largest  inde- 
pendent voice  mail  supplier,  vmx, 
enjoyed  a  25%  sales  gain  and  a 
S4.7  million  profit  in  fiscal  1992. 
Sales  have  been  flat  or  down  lately 
at  the  other  principal  companies 
in  the  business — Boston  Technology, 
Centigram  and  Digital  Sound. 

Voice  mail,  however — which  is  ac^ 
tually  not  all  that  annoying  when  it  is 
properly  set  up  and  responsibly 
used — is  only  the  beginning  for  most 
of  these  companies.  The  big  opportu- 
nity' is  to  sell  their  customers  addition- 
al applications  that  take  advantage  of 
voice  processing  hardware  in  new 
ways.  In  many  cases,  these  applica- 
tions either  work  with  data  processing 
systems  or  perform  ftinctions  that 
computers  might  also  be  doing. 

A  major  goal  is  to  turn  the  tele- 
phone handset  into  a  cheap  and 
ubiquitous  device  with  which  em- 
ployees, customers  and  suppliers  can 
tap  into  broadcast  news  services,  re- 
trieve and  update  database  records, 
conduct  surveys,  initiate  or  receive 
facsimile  documents  and  electronic 
mail  messages,  and  even  have  mes- 
sages read  by  a  computer-generated 
voice.  The  idea,  in  other  words,  is  to 
be  able  to  accomplish  much  of  a  day's 
work  from  any  location  where  a  tele- 
phone is  available. 

That  is  a  powerful  concept  but  also 
one  that  is  attracting  plentiful  com- 
petition. Makers  of  interactive  voice 
response  equipment,  which  essen- 
tially automates  the  telephone  opera- 
tor, are  rushing  to  add  other  voice 
processing  applications,  including 
voice  messaging,  to  their  oft^erings. 
Specialists  in  fax  store -and -forward 
technology,  an  important  element  in 
the  integration  plans  of  voice  pro- 
cessing companies,  are  providing  fax 
capability  for  PBX  vendors  and  tele- 
phone company  central  office  equip- 
ment. Software  is  also  emerging  that 
allows  personal  computers  and  work- 
stations to  act  as  powerful  voice  pro- 


cessing systems  both  for  special! / 
applications  and  for  general-purpos 
voice  mail  use.  I 

A  serious  question  for  Octel  anjj 
VMX  is  whether — or  how  long — the 
can  sustain  their  proprietary  hard 
ware  and  operating  systems  in  th 
face   of  the   general   movement  t 
industr}'    standards.    Centigram, 
seems,  gets  significant  cost  advai 
tages  from  its  use  of  standard  38 
and  (soon)  486  personal  compute 
hardware  and  a  Unix  operating  sy: 
tern.  One  measure  is  the  company | 
73%  gross  margin,  well  above  Octel 
66%andvMX's59%. 

The  performance  and  reliability  n 
quirements  of  telephone  companit 
and  other  large  customers  are  so  strii 
gent  that  specialized  hardware  won 
be  easily  displaced.  Commodit)'  har( 
ware  and  software  products  are  ge 
ting  faster  and  safer  at  a  rapid  pac 
however,  and  it  seems  clear  that  eve 
an  Octel  has  to  be  planning  now 
integrate  them  into  its  fiiture. 

Meanwhile,  voice  processing  cor 
panics  are  adding  features  to  the 
existing  systems.  With  Centigran" 
OneCall  system,  for  example,  a  call 
can  have  electronic  mail  messages 
database  records  converted  to  vol 
and  read  out  loud,  an  option  th 
ought  to  be  appealing  to  cellular  ci 
tomers  with  no  ready  acceiss  to  i 
machines  or  printers. 

New  Octcl  features  enable  calk 
to  get  information  from  a  databa 
or  to  use  the  tone  keys  on  a  te)L 
phone  to  generate  faxed  inform 
tion,  to  select  news,  weather  or  tri 
fie  reports,  and  to  post  messages  • 
IBM  or  Digital  Equipment  Co 
electronic  mail  sytems. 

In  addition,  the  merger  of  vc 
and  data  processing  technologies  ■ 
giving  rise  to  a  new  market  oppon 
nity  for  Octel  and  its  competit(  ; 
The  voice  information  serxice  rnd 
try  of  ser\'ice  bureaus,  cellular  i. 
works  and  telephone  companies  ti  | 
provide  things  like  job  hcniines  i 
sports  scores.  Just  how  fast  this  n 
ket  can  grow  may  depend  on 
outcome  of  the  political  tug-ot 
over  last  year's  court  rulings  giv 
the  regional  Bell  telephone  con: 
nies  fiill  participation.  Whoexcr  c 
up  providing  the  ser\'ice,  the  eqi 
ment  will  have  to  come  from  the  vi 
processing  companies.  ' 
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ne  hundred  forty  airlines 
trust  Unisys  with  reservations. 


Without  reservations. 


Passenger  and  cargo  reserva- 
s  fuel  the  airline  business.  So  it's 
surprising  that  fourteen  of  the 
id's  twenty  leading  carriers  rely 
Jnisys  reservations  solutions  to 
imize  revenue  for  every  flight. 
A  growing  fleet  of  Unisys  custom- 
including  Northwest,  Air  France, 
Nippon  and  United-depends  on 
ys  for  essential  work  such  as  book- 
departure  control,  operations 
duling,  yield  management  and 
).  Recent  arrivals,  too-such  as  Air 
Ida,  Mexicana  Airlines  and  TAP- 
'ortugal-know  us  as  a  leader  in 
ion-critical  solutions  for  heavy- 
ne  computing  environments. 
Our  customers  know  that  the 
ty  of  our  solutions  reflects  not 
the  quality  of  our  technology,  our 
ices  and  our  industry  experi- 
-but  ultimately  the  quality  of  our 

Jnisys  Corporation 


commitiaent  to  the  customer.  A  com- 
mitment that  lifts  Unisys  to  the  top  of 
customer  satisfaction  surveys  in  mar- 

UNISYS 

We  make  it  happen. 


kets  as  demanding  as  Japan. 

Whether  you're  in  airlines,  bank- 
ing, government  or  telecommunica- 
tions, call  us  at  1-800-874-8647,  ext.  167 
Ask  how  Unisys  can  help  your  business 
gain  altitude  by  putting  your  systems 
on  solid  ground. 


SCIENCE  &  TECHNOLOGY 


Biodiversity  vs. 
bioengineering^ 


COMMENTARY  BY  PETER  RUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  Galileo's  Revenge: 
Junk  Science  In  the  Courtroom  (Basic  Books). 


IT'S  THE  NEW  PINNACLE  of  environ- 
mental chic.  Biodiversity,  we  are  told, 
is  much  like  oil  in  the  ground:  We 
should  conserve  it  for  good,  solid,  old- 
fashioned  economic  reasons.  The  rain 
forest  probably  contains  cures  for  can- 
cer or  disease-resistant  food  crops.  A 
decade  or  two  from  now,  when  we 
desperately  need  new  genetic  stock  for 
some  reason  or  another,  it  won't  be 
there  if  the  forests  are  gone.  Curious- 
ly, these  arguments  are  often  pressed 
by  the  same  crew  who  hate  biodiver- 
sity when  it  comes  out  of  the  bioen- 
gineer's  bottle.  What  we  see  here, 
once  again,  is  an  important  environ- 
mental objective  getting  all  tangled  up 
in  arguments  that  don't  really  wash. 

Begin  with  the  basics.  Species  are 
defined  by  genes,  and  genes  are  just 
complex  chemicals.  We  can  mine 
those  genetic  chemicals  from  the  can- 
opies of  the  rain  forest.  Or  we  can 
replicate  and  modify  them  in  kennels, 
stables  and  experimental  farms,  which 
have  given  us  such  biodiverse  beasts  as 
chihuahuas  and  St.  Bernards.  Or,  as 
we've  recently  learned,  we  can  dice, 
slice  and  splice  genes  in  laboratories 
and  fermentation  tanks,  to  create 
transgenic  pigs  and  mice,  disease-re- 
sistant corn  or  bacteria  that  keep  the 
frost  off  strawberries. 

So,  from  a  strictly  economic  per- 
spective, where's  the  best  place  to 
explore  for  usefiil  new  genes?  Proba- 
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bly  not  in  any  equatorial  jungle.  Con- 
trary to  what  many  a  tree  hugger 
would  have  you  believe,  jungle  bioen- 
gineers — the  parasites  and  predators 
that  propel  natural  selection — don't 
care  a  fig  for  human  welfare.  Sure, 
sur\'ival  of  the  fittest  sometimes  pro- 
duces a  peach  or  a  passion  fruit,  but  it 
also  breeds  poison  ivy  and  plague.  For 
everv^  honey  bee  there's  also  an 
Anopheles  mosquito^  for  every  Bambi, 
a  crocodile.  There  may  be  a  cure  for 
AIDS  somewhere  up  there  in  the  trees, 
but  trees  are  also  where  the  Hiv  virus 
came  down  from  in  the  first  place,  by 
way  of  biodiverse  primates  called 
monkeys.  There  just  isn't  any  good 
reason  to  suppose  that  the  genetic 
pate  of  the  rain  forest  contains  more 
truffles  than  lethal  toadstools. 

Ah  yes,  the  answer  will  run,  but 
humans,  like  Adam  and  Eve  in  para- 
dise, are  smart  enough  to  pick  out  the 
truffles,  so  long  as  the  rain  forest 
remains  standing.  True  enough,  but 
this  line  of  argument  leads  straight 
back  to  the  test  tube  and  the  tree  of 
knowledge.  We  do  indeed  know  how 
to  pick  and  choose  among  good  genes 
and  bad  ones.  In  fact,  we're  fast  ap- 
proaching the  point  where  we  can 
assemble  good  ones  from  scratch.  We 
used  to  need  forests  for  rubber,  then 
we  learned  how  to  make  rubber  out  of 
oil.  We  used  to  get  salicylates  from 
willow  bark,  but  the  synthetic  version, 
aspirin,  works  better.  We  used  to  rely 
on  sick  cows  to  provide  a  crude  small- 
pox vaccine  [vacca  is  Latin  for  cow), 
but  we  don't  anymore. 

It's  precisely  because  wc  do  know 
how  to  pick  and  choose  systematical- 
ly that  wc  are  less  dependent  than  we 
used  to  be  on  the  big  outdoors  for 
our  biodiversity.  To  be  sure.  Nature 
has  been  doing  gene  chemistry  for 
billions  of  years,  whereas  we've  been 
at  it  only  for  a  short  while.  But  we 
don't  have  to  rely  on  blind  luck  and 
natural  selection,  cither.  On  balance, 
it  seems  to  me,  we  are  far  more  likely 


to  find  economically  valuable  biod 
versity  in  a  laboratory  at  Genentec 
than  to  stumble  across  it  in  the  upp<' 
reaches  of  the  Amazon.  Our  days  i 
hunter- gatherers  of  wild  genes  aij. 
coming  to  a  close. 

None  of  this  can  be  rigorous 
proved,  of  course.  But  given  ho 
rapidly  our  genetic  engineering  ski 
are  advancing,  the  odds  are  that 
from  a  stricdy  economic  perspe 
tive — we  will  need  the  rain  forest  gei 
pool  less,  not  more,  a  generation  fro 
now.  In  the  crassest,  most  utilitari; 
terms,  the  business  of  mining  gen 
from  the  wild,  even  from  the  ri^ 
biological  lodes  of  the  rain  forest,  w 
probably  decline  rather  than  grow 
the  years  go  by.  The  discovery  of 
breast  cancer  cure  from  a  tree  w 
become  a  freakish  event. 

This  doesn't  mean,  however,  th 
we  should  slash  and  burn  with  imp 
nity.  We  don't  preserve  the  pyrami 
because  they  contain  some  magi( 
mathematical    formula    about    t 
stars,  nor  do  we  preserve  Niagara  ji 
because  it  generates  megawatts.  T 
economic   case   for   biodiversity 
weak,  but  there  are  still  transcende 
tally  important  esthetic  reasons 
treating  life  on  earth  with  gen 
respect.  The  genetic  code  of  life  i 
gigantic  biological  manuscript  tl 
we  have  scarcely  yet  begun  to  exa 
ine  or  decode.  Itisarecordasanci( 
as  life  on  earth,  encrypted  in  mo 
cules  scattered  across  the  vast,  d( 
cate,  shining  abundance  of  the  car 
pies,  trunks,  stems  and  soil  of  the  r 
forest.  We  should  revere  life  on  ea 
not  because  we  expect  it  will  profit  j 
economically,  nor  because  it  is  v 
likely  to  cure  cancer,  but  because 
is  a  good  that  requires  no  furt  i 
justification. 

I  suspect  many  rabid  greens  beli 
that,  too,  but  peddle  the  econoij 
rationalization    for   biodiversity    '" 
cause  they  think  that's  the  only  tli 
they  can  sell  to  American  busincs 
politicians  in  Brazil.  Perhaps  the 
right.  But  it's  a  risky  strategy  to  pi 
ise  an  economic  boom  that  will  n 
come.  Wlien  the  economic  case 
biodiversity   collapses,   when   it 
comes  crystal  clear  that  orchids  c 
cure  cancer,  the  more  fundami 
truth  about  the  beauty  and  spin 
qualities  of  nature  may  be  swept  .1 
as  well.  * 
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|n  faced  with  the  challenge  of  inventory 
rol,  many  companies  don't  know  how  to  get 
I  point  A  to  point  B. 

le  maze  of  issues  confronting  you  can  be  over- 
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in  bar  code  data  capture  systems,  has  invented  an 
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Those  magnificent  men  and  their  flying  machines 
never  totally  disappeared  from  the  skies.  Now  they  are 
making  an  impressive  comeback. 

Von  Richthofen 


fantasy 


By  Michael  Gianturco 


Instruments  from  WWI  aircraft 

Each  is  enough  to  build  a  plane  around. 


The  sport  of  owning  and  flying 
World  War  I  aircraft  like  those  seen  on 
these  pages  would  appear  to  be  stricdy 
a  rich  man's  game.  Who  else  could 
afford  the  antique  Spads,  Fokkers, 
Nieuports,  DeHavillands  and  other 
magnificent  flying  machines  fi-om 
military  aviation's  infant  days? 

But  visit  an  antique  aircraft  show, 
such  as  the  recent  Aerodrome  92  in 
Guntersville,  Ala.,  and  you'll  find  en- 
thusiasts of  many  different  income 
brackets  flying  these  planes.  Why? 
Because  most  of  the  planes  are  copies. 

There  are  ver\'  few  authentic  World 
War  I  planes  still  around  and  capable 
of  flying.  Many  were  deliberately 
burned  afiier  the  war.  One  particularly 
feared  type,  the  Fokker  D.  VII,  was 
specifically  marked  for  destruction  by 
the  Treat}'  of  Versailles. 

The  hundred  WWI  fighter  planes  at 
Aerodrome  92  were  almost  all  repli- 
cas, not  originals.  Their  builders  have 
struck  a  cheerful  compromise  be- 
tween historic  exactitude  and  the 
urge  to  go  have  a  good  time  on  a 
Saturday  in  a  fun  airplane.  In  the 
interest   of  reliability,    performance 


and  availability,  most  enthusiasts  have 
chosen  to  recreate  WWI  fighter 
planes,  using  modern  engines,  air- 
frames, instruments  and  components. 

Enthusiasts  can  whack  together  a 
reasonable  facsimile  of  a  vintage  fight- 
er plane  for  as  litde  as  $7,000.  Sure, 
the  frame  may  be  aluminum  and  the 
engine  modern,  and  it  might  be 
armed  only  with  broomsticks,  but  it 
will  fly.  And  with  a  decent  paint  job 
and  some  other  cosmetic  additions,  it 
will  at  least  resemble  something  Bar- 
on von  Richthofen  shot  down. 

Of  course,  the  closer  to  the  original 
you  get,  the  more  expensive.  Many 
replicated  planes  embody  bits  and 
pieces  of  authentic  vintage  aircraft — 
an  instrument  panel  here,  say,  or  an 
engine  there.  Some  hobbyists  spend 
upwards  of  $125,000  to  assemble 
reproductions  with  original  engines 
and  instruments,  and  period  ma- 
chine guns. 

According  to  David  Watts,  a  Zions- 
ville,  Ind.  collector  who  sells  ancient 
WWI  aircraft  machine  guns  to  other 
hobbyists,  "This  notion  of  finding  a 
WWI  era  plane  in  a  barn  in  New 
Hampshire,  in  mint  condition,  is  a 
pure  fairy  tale.  The  stuff  you  can  find 
these  days  has  been  in  the  community' 
of  aeronautical  collectors  for  two  or 
three  generations." 

The  standard  for  historical  authen- 
ticity has  been  set  by  the  aircraft  ex- 
hibited by  Cole  Palen,  of  the  Old 
Rhinebeck  (N.Y.)  Aerodrome.  Palen 
and  his  pilots  fly  some  of  the  few 
remaining  WWI  airplanes,  as  well  as 
meticulous  reproductions,  in  air- 
shows  at  Rhinebeck,  a  two-hour  drive 
north  from  Manhattan  (weekends, 
late  spring  through  early  fall). 


If  you'd  like  to  have  your  (' 
plane,  you'll  probably  have  to  pu 
together  yourself  The  high  cost 
liability  insurance  precludes  n^ 
small  manufacturers  from  sell 
ready-made  planes.  However,  fil 
glass  kits  of  at  least  one  German  pi 
of  the  period,  the  Albatross,  co 
soon  be  available. 

One  of  the  most  popular  pi. 
with  backyard  builders  is  the  Fol 
triplane,  for  three  reasons.  It  li 
great.  It  was  the  plane  in  which  B. 
von  Richthofen  was  downed,  .kc« 
ing  to  some  accounts,  by  the  ('an 
an  ace.  Captain  A.  Roy  Brown,  < 
the  Western  Front  on  Apr.  21,  1' 
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Frank  Ryder 
in  hisSE-5, 
hotly  pursued  by  a 
Fokker  triplane 
He  took  one 
flight  five  years 
ago,  and  an 
aerodrome 
was  born. 


it  is  easier  to  replicate  than  many 

vintage  planes. 

)kkers    have    strong    fuselages, 

in  tubular  steel,  of  a  type  that 

familiar,  well  trusted  and  easy  to 

cate  by  modern  builders  in  their 

?es  and   basements.   The   three 

;  have  a  constant  chord,  so  that 

ribs  can  be  mass  produced  with 

iple  workbench  jig.  As  one  tri- 

builder  explains  it,  "The  first 

rib  will  take  you  about  two 

5,  but  before  Iqng  you  can  turn 

ibs  at  the  rate  of  one  every  20 

ites."  Wheels  and  brakes  for  the 

ters  are  adapted  from  Kawasaki  or 

Ida  motorcycles. 


Fokkers  are  not  all  that  easy  to  fly, 
however.  Ask  Patrick  Henry,  a  Jack- 
sonville, Ore.  real  estate  developer 
who  spent  two  rainy  Oregon  winters 
in  the  early  1980s  assembling  his 
bright  red  Fokker  Dr.  1  triplane  in  a 
converted  goat  barn  on  his  ranch  on 
the  Pacific  coast. 

After  spending  about  $13,000  and 
2,300  hours  building  the  plane,  Hen- 
ry, an  accomplished  pilot,  took  to  the 
air — and  found  he  couldn't  control 
the  Fokker.  As  he  headed  out  over  the 
Pacific,  he  decided  he'd  have  to 
jump — as  a  former  paratrooper,  that 
scared  him  less  than  it  might  others. 
But,  having  made  that  decision,  he 


asked  himself,  "Why  not  play  around 
with  this  thing  a  littie.^"  He  edged  the 
Fokker  up  to  5,000  feet  and 
began  experimenting — and  gradually 
taught  himself  to  control  the  plane. 

After  an  hour  in  the  air,  Henry 
decided  to  try  to  land.  "We  had  fire- 
trucks  waiting,"  he  recalls.  "We  had 
the  guys  in  flash  suits  with  foam 
guns."  But  he  made  a  tidy,  three- 
point  landing  at  38mph  without 
incident. 

Many  people  would  have  left:  the 
Fokker  parked  there  forever,  but 
Henry  has  since  logged  420  hours 
flying  it. 

Frank  Ryder,  55,  a  businessman 
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Albatross  (above)  and  Pfalz 

Two  advanced  German  aircraft  developed  during  World  War  I. 


and  inventor,  caught  the  WWI  re- 
production bug  five  years  ago.  The 
chairman  of  Ryder  International 
Corp.,  a  $25  miUion  (1991  reve- 
nues) product  development  compa- 
ny in  Arab,  Ala.,  Ryder 
spotted  a  classified  ad  that 
offered  a  replica  of  an  En- 
glish SE-5  for  sale.  He  flew 
the  plane,  loved  it,  bought 
it — and  ultimately  made  it 
the  nucleus  of  a  new  WWI 
museum:  the  Lake  Gun- 
tersville  Aero  Replica 
Fighter  Museum. 

This  is  not  a  museum 
where  relics  gather  dust.  It 
is  a  cluster  of  modern  han- 
gars, displays,  workshops 
and  planes.  Ryder  has  14 
WWI  replicas  and  restored 
planes  that  are  airworthy, 
and  19  more  under  con- 
struction or  in  restoration. 

Aerodrome  92  was 
Frank  Ryder's  personal 
brainchild,  and  the  culmi- 
nation of  his  vigorous  ef- 
fort to  increase  the  visibili- 


ty and  popularity  of  the  WWI  avia- 
tion hobby. 

The  extreme  difficulty  of  finding 
planes  and  parts  should  have  extin- 
guished interest  in  this  hobby  a  long 


Patrick  Henry  and  his  homemade  Fokker 

Once  you're  in  the  air,  you'd  better  be  a  quick  study. 


time     ago.     But     the     decline 
commercial  light  plane  manufacturij 
in    the    U.S.,    as    a    result    of 
liabilit}'      laws,      has      produced 
corresponding    upsurge    in    build-] 
yourself  aviation.  The  W^j 
aviation    enthusiasts   arg 
that  if  you  have  to  ma 
your  own  airplane  anywj 
why  not  make  it  a  Spad? 
Here  are  some  sources  | 
more    information:    Wo| 
War  1  Aeroplanes  Inc., 
Crescent  Road,  Poughkcd 
sie,  N.Y.  12601  (914-4'i 
3679);    Lake    Guntcrsvj 
Aero  Replica  Fighter  Mul 
um,  P.O.  Box  366,  Gil 
tersville,  Ala.  35976  (2(1 
582-4309);     Kxperimer^ 
Aircraft     Association,    l ' 
Aviation  Center,  P.O.  1 
3086,       Oshkosh,       V 
54903-3086        (414-4 
4800);   Cole    Palen's   ' 
Rhinebeck  Aerodrome, 
Stone  (Church  Road,  Rli 
beck,    N.Y.     12572    (' 
758-8610). 
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^om  Italy  with  Character. 


/    I 
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The  full-bodied  red  wine  with  the  rack  of  lamb  is  a  Barolo  from  Piedmont.  We  could  as  easily  have  chosen  a 
Giro  from  Calabria  or  an  Aglianico  del  Vulture  from  Basilicata.  After  all,  the  20  regions  of  Italy  produce 
more  varieties  of  fine  wine  than  any  other  country  And  they  complement  any  style  of  cooking  in  America. 

VINO 


^ 


It aUan  Wines.  The  Quahty  of  Life. 

1 1992         /!■  ITAUAN  INSTITUTE  FOR  FOREIGN  TRADE/ICE.  ITALIAN  TRADE  COMMISSION,  WINE  CENTER   499  PARK  AVENUE,  NEW  YORK,  NY  10022 
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Who  benefits  from  the  huge  settlement  the  big  airlines 
have  agreed  to  pay  millions  of  ticket  buyers? 
Not  the  passengers. 

Paper  for  us, 
money  for  them 


By  Brigid  McMenamin 


Even  if  you  haven't  received  a  notice 
in  the  mail,  you've  probably  read 
about  the  class  action  case  in  the 
newspapers. 

Major  airlines  put  up  $458  million 
in  return  for  passengers  dropping 
price-fixing  claims. 

Thus,  the  10  million  ticket  buyers 
who  flew  American,  Continental, 
Delta,  Northwest,  twa.  United  or 
USAir  fi-om  1988  through  mid- 1992 
are  eligible  to  collect  $458  million 
from  the  carriers.  I^ess,  of  course,  the 
lawyers'  and  administrators'  cuts  of 
the  pie.  And  therein  lies  a  tale.  For 
those  cuts  could  total  $50  million. 

Even  so,  that  still  leaves  $408  mil- 
lion for  the  ticket  buyers — in  theory. 
The  plaintiffs'  lawyers  tout  the  setde- 
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ment  as  a  "phenomenal"  deal.  And  it 
is.  But  not  for  ticket  buyers. 

For  one  thing,  passengers  who 
bother  to  collect  will  receive  not  cash 
but  coupons.  "The  real  economic 
value  or  cost  of  these  certificates  will 
be  far  less  than  $408  million,"  says 
Washington,  D.C.  class  action  lawyer 
Beverly  Moore  Jr.,  who  represents 
some  disgruntled  passengers. 

For  the  majority  of  passengers  who 
bother  to  file  for  their  coupons,  the 
payoff  will  be  puny.  Even  if  you  spent 
more  than  $2,500  with  the  affected 
carriers  between  1988  and  mid- 1992, 
you'd  get  coupons  worth  only  10%  of 
your  total  ticket  charges. 

And  redeeming  the  coupons  won't 
be  easy.  They  can't  be  used  on  one- 


way flights,  or  around  the  Thanksgi 
ing,  Christmas  and  New  Year's  ho 
days,  or  in  conjunction  with  any  oth 
discounts.  And  that  no-discount  i 
striction  even  applies  to  the  corpora 
rates  given  to  the  airlines'  bigg< 
customers. 

Yet  another  restriction:  The  co 
pons  are  generally  good  for  a  ma 
mum  discount  of  10%  off  each  fu 
fare  ticket.  Two  very  frequent  flyi 
gripe  that  they  would  have  to  buy  • 
round-trip,  undiscounted  tickets 
order  to  get  full  credit  for  the  coupe 
they  are  due. 

What  about  selling  the  coupons  I 
real  money.^  Sorry,  the  coupons 
nontransferable. 

You  still  want  to  apply.^  Okay,  t 
you'll  first  have  to  wade  through  fc 
pages  of  fine  print,  fill  out  compile 
ed  claim  forms  and  postmark  them 
on  or  before  Feb.  15,  1993. 

Once  the  coupons  are  issui 
they'll  be  good  for  three  years.  But 
carrier  stops  flying  before  the  C( 
pons  are  out,  the  others  will  not  he 
or  its  coupons. 

Moreover,  if  you  are  claiming  rnt 
than  $2,500  in  purchases,  the  can 
insist  that  you  attach  proof  "H 
many  people  save  airline  ticket 
ceipts    for    four-and-a-half   year 
wonders  Philip  Davidoft,  presidcn 
the    American    Society    of    Tr 
Agents.   If  you  ask  the  airlines 
copies  of  your  old  tickets,  most  c 
go  back  more  than  a  year  or  so. 
there  could  be  a  charge  of  $10  to 
for  each  ticket  copied. 

Small  wonder  that  over  500  pas 
gers  who  waded  through  the  si 
print  were  so  steamed  at  the  sci 
ment  terms  that  they  took  their  C( 
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Some  or  our  Quests 
like  tiie  idea  or  a  mouse 


l-Room 


in  their  room* 

l^ow  any  room  at 
Westin  can  be  turned  x„jiw»"^ 

into  a  custom-tailored 

5^ 


office^'^^  Just  tell  us 
w^hat  you  need.  We'll 
do  whatever  it  takes  to 
make  it  easier  for  you 

to  get  some  work  done  w^hile  you're  on  the  road.  After  all,  giving  you 

t 
the  competitive  edge  makes  us  a  better  business 


phone,  fax  machine 
or  whatever  eUe  you. 
need.  It'll  be  ready 


hotel.  That's  j 


the  difference  betw^een  staying  at 


a  Wfestin,  or  just  squeaking  by.  For  reser- 


Westin. 

vations,  call  your  travel  consultant  or  (800)  228-3000.        hotels 8. resorts 


ling  you 
I  Ine  way.- 
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plaints  to  the  judge  in  the  case,  Mar- 
vin Shoob,  at  the  Federal  District 
Courthouse  in  Atlanta.  Shoob  is 
scheduled  to  hear  those  complaints  in 
mid-October. 

In  theory,  the  judge  could  toss  out 
the  settlement.  But  no  one  close  to 
the  case  expects  any  changes  at  all. 
Crows  W.  Pitts  Carr,  of  Atlanta's 
Carr,  Tabb  &  Pope,  who  speaks  for 
the  plaintiffs'  lawyers:  "We're  opti- 
mistic that  the  court  will  approve  the 
settlement." 

The  settlement  is  good  for  two 
groups,  the  airlines  and  the  plaintiffs' 
lawyers.  Kidder,  Peabody  airline  ana- 
lyst Samuel  Buttrick  says:  "Even  if 
every  single  coupon  were  redeemed 
by  a  passenger  who  would  otherwise 
pay  cash,  the  revenue  impact  [on  the 
airlines]  is  trivial.  It's  a  nonissue." 

For  the  lawyers,  the  setdement 
should  be  a  bonanza.  So  far,  the 
plaintiffs'  lawyers  have  racked  up 
about  $8  million  in  fees  but  have 
asked  the  court  to  award  three  times 
that  amount — plus  expenses.  If  the 
judge  agrees,  W.  Pitts  Carr's  firm 
could  get  over  $1 .5  million  in  fees  and 
expenses  connected  with  the  case. 
Philadelphia's  Kohn,  Nast  &  Graf 
might  get  nearly  $3  million.  Other 
big  winners  would  include  Cohen 
Milstein  of  Washington,  D.C.  ($2.2 
million)  and  Berger  &  Montague  of 
Philadelphia  ($1.3  million).  In  all, 
some  33  law  firms  have  lined  up  at  the 
trough.  And  note  that  they  insist 
upon  being  paid  in  cash,  not  coupons. 

Plaintiffs'  lawyer  Carr  defends  the 
settlement  on  the  grounds  that  if  the 
lawyers'  fees  come  to  only  $24  mil- 
lion, the  lawyers  will  be  getting  only 
5%  of  the  total  pie.  Lawyers  in  other 
big  class  action  cases  typically  get 
about  10%  of  settlements  they  win. 

But  passenger  advocate  Moore  re- 
torts that  total  fees  and  expenses 
might  very  well  be  a  much  higher 
share.  He  notes  that  if  only  10%  of  the 
coupons  are  cashed — a  generous  esti- 
mate— the  fees  and  expenses  will 
amount  to  55%  of  the  settlement. 
"The  whole  process  becomes  a  mock- 
er)'," says  Moore. 

Why  not  pay  the  plaintiffs'  lawyers 
coupons  for  their  work.^*  Carr  scoffs  at 
the  notion.  "We  can't  operate  on  a 
certificate  basis,"  he  says.  "We  have 
businesses  to  run.  It's  a  complete 
impossibility!"  ^M 
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These  are  the  worst  of  times  for  London  antique 
dealers.  But  it  could  be  the  best  of  times 
for  American  bargain  hunters  armed  with  a  dollar 
that  is  suddenly  15%  stronger. 

Massacire  on 
Mount  Street 


By  Peter  Fiihrman 

"WE'VE  JUST  NOT  SEEN  very  many  of 
you  lot  [Americans]  in  here,"  says 
Frank  Partridge,  a  director  of  Par- 
tridge Fine  Arts  Pic,  Britain's  largest 
dealer  in  antique  furniture. 

That  pretty  much  sums  up  why  so 
many  London  antique  dealers  are 
closed,  closing  or  hanging  on  with 
their  teeth.  With  the  British  economv 


in  its  third  depressed  year,  the  deale 
depend  more  than  ever  on  tourist 
especially  well-heeled  Americans.  B 
with  the  pound  expensive — until 
last  month  it  was  at  $2 — and  the  U. 
economy  sluggish,  Americans  haver 
been  much  help. 

In  good  years  U.S.  buyers  accou 
for  40%  of  the  annual  total  revenues 


Frank  Partridge  of  Partridge  Pic,  Britain's  largest  antique  dealer 

The  silver  chandelier  was  $2.4  million  but  has  dropped  to  $2  million  in  recent  we«i 


Forbes  ■  October  26, 


I 


one-by-one  approach  to 
securing  your  financial  future 

gives  you  an  edge 


The  Principal  Edgel 

Processing  customers  by  the 
dozen.That's  how  most  companies 
today  provide  financial  services.  But 
Financial  Strategies^"*  from  The  Principal 
Financial  Group®  takes  a  fresh  approach. 

Because  no  two  customers,  like  no  two  eggs, 
are  exactly  alike,  Financial  Strategies  lets  our 
representatives  focus  on  each  person's  unique 
financial  needs.  And  mold  our  products  around 
those  needs,  to  create  flexible,  custom-fit  solutions. 

Case  in  point:  Adjustable  Life.  As  your  life  changes, 
it  adjusts.  Raise  or  lower  your  premium  without 
reducing  the  amount  of  coverage.  Increase  or  decrease 
the  value  of  your  policy  anytime.* 

Financial  Strategies  is  just  part  of  the  edge  we  deliver  to  millions 
of  customers.  One  at  a  time.The  Principal  Financial  Group, 
Des  Moines,  lA  50392-01 50. 


The  financial  company 
that  gives  you  an  edge/ 


^  Financial 
Group 


Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries, 
Des  Moines,  lA  50392-01 50.  ©  1992  Principal  Mutual  Life  Ins.  Co. 

*lncreas!ng  the  amount  of  coverage  may  require  a  medical  exam. 


PfRSONALAFAlRS 


In  November  and 
December  Sotheby's  in 
London  will  offer  much 
of  the  stock  from  one  of 
the  grander  names  in 
British  antique  dealing, 
Arthur  Davidson  Ltd., 
once  of  Jermyn  Street, 
but  now  in  receivership. 
The  hammer  price  on 
the  goods — a  range  of 
18th-century  furniture 
and  objets  d'art — should, 
say  Sotheby's  experts, 
be  significantly  lower 
than  the  price  formerly 
quoted  in  the  shop. 


Britain's  $850  million  (known  retail 
sales)  antique  trade.  This  year  sales  are 
down  about  33%  from  their  1989 
peak,  and  American  buying  now 
amounts  to  only  30%  of  the  total. 
Meanwhile,  rents  have  skyrocketed 
and  refused  to  come  down,  and  the 
dealers  are  facing  fierce  competition 
from  Sotheby's,  Christie's  and  other 
auction  houses. 

Take  a  stroll  down  West  End  Lon- 
don's Mount  or  Jermyn  streets  today 
and  you  will  find  boarded-up  win- 
dows and  empt}^  shopfronts.  On  one 
stretch  of  Mount  Street,  for  many 
years  the  center  of  the  British  antique 
trade,  five  venerable  antique  dealers 
have  shut  down  in  recent  months, 
including  John  Sparks  Ltd.,  the  sup- 
plier of  Oriental  antiques  to  the  Brit- 
ish royal  family. 

In  all,  more  than  a  dozen  of  the 
leading  London  shops  have  gone  out 
of  business  or  now  face  mandatory 
liquidation  by  the  banks.  The  survi- 
vors have  cut  way  back  on  their  inven- 
tory; there  is  scarcely  any  traflfic  into 
their  shops. 

For  Nicholas  Grindley,  who  owned 
one  of  the  world's  leading  Oriental 
antique  dealers.  Barlings  of  Mount 
Street,  the  prospect  of  a  rent  increase 
of  110%,  to  $75,000  a  year,  on  his 
small  shop  when  the  seven-year  lease 
expired  at  the  end  of  June  left  him  no 
choice  but  to  call  in  the  receivers.  The 
shop  now  stands  empty.  It's  a  similar 
story  up  and  down  the  streets  of 


Mayfair  and  St.  James's. 

Until  fairly  recently  most  fine  fiirr 
ture  in  London  was  bought  and  so 
through  dealers.  But  over  the  la 
decade  Sotheby's  and  Christie's  ha' 
attracted  a  big  share  of  trade  that  on 
went  to  the  dealers.  As  a  result,  dealc 
now  have  to  buy  more  of  their  stock 
public  auction,  where  they  often  fir 
themselves  bidding  against  their  o 
customers.  Worse,  they  leave  behin( 
public  record  of  how  much  they  pa 
for  their  wares,  so  their  retail  marku 
are  revealed  for  all  to  see. 

Take  the  pair  of  18th-century  E 
glish  mahogany  commodes  that  ha 
pride  of  place  at  Mallet  &  Son  on  N( 
Bond  Street.  Tagged  at  £600,000 1 
pair,  they  were  hammered  down  1: 
December  at  a  Christie's  auction  f 
£374,000.  Publicly  owned  Malle 
one  of  the  world's  leading  dealers 
antique  British  ftirniture,  marked 
the  auction  price  by  60%  in  hopes 
generating  income  to  cover  $1 .9  m 
lion  in  annual  overhead.  The  yea 
rent  on  the  New  Bond  Street  sh 
alone  is  $1  million.  The  commoc 
remain  unsold.  (Mallett,  by  the  w; 
earned  £461,000  pretax  last  ye 
down  87%  from  1990.) 

Rising  rents  and  falling  volumes 
Mayfair's  dealers'  rooms  is  bad  ne 
for  the  dealers  but  not  for  collectc 
As  dealers  are  forced  to  liquidate 
and  as  their  disappearance  forces  p 
vate  sellers  to  use  the  aucti 
houses — a  lot  of  fine  antiques  ; 
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Antique  secretain 
18th  century,  in 
Partridge  shop 
Asking  $1.1 
lion,  but  "w* 
ar«op«nio 
discussion." 
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Lava  Lamps. 

Polyester.  Bronzed  Baby  Shoes.  Dinette  Sets. 

Llol^hy  Horses.  Gerbils.  Chicken  Pox.  Lacrosse  Camp. 

ColL\ii;e  Loans.  Tennis  Elbow. 

Fortysomething. 

Your  kwe  prevailed  through  it  all. 


mm 


The  25th  Anniversary  Diamonc . 
A  brilliant  celebraticni  of  the  loving  marriage. 


//'/>  lurkLhc  fctitiiirs  ,r  diiunoiirl  trfiiiv  ^touc  of  2.2  umiis.  25i/t  AnniviriiUy  DiiUHoml  Jcivchx  is  ^ictiLihlc 
uioli  these  fine  jacchrs  nvijll  r.iiil  l\lirL'<i  f/ic.  ,ii  1  S00-933-KU8.  Designs:  iOPK  hu:  1992.  .A  fli,nno>ifl  is  foirirr. 


Greve 


Milkins    •   Maier  &  Berkele    •    DeScenza  Diamonds 


flooding  into  the  salesrooms.  Serious 
collectors  who  have  ready  cash  and 
confidence  can  now  get  some  of  the 
best  prices  in  years. 

In  November  and  December  Soth- 
eby's in  London  will  offer  much  of  the 
stock  from  one  of  the  grander  names 
in  British  antique  dealing,  Arthur  Da- 
vidson Ltd.,  once  of  Jermyn  Street, 
but  now  in  receivership.  The  hammer 
price  on  the  goods — a  range  of  18th- 
century  ftirniture  and  objets  d'art — 
should,  say  Sotheby's  experts,  be  sig- 
nificandy  lower  than  the  price  former- 
ly quoted  in  the  shop. 

The  dollar's  recent  15%  apprecia- 
tion against  sterling  came  too  late  to 
do  any  good  for  those  dealers  forced 
out  of  business  this  year.  But  the  stron- 
ger dollar  cuts  prices  for  Americans, 
usually  by  more  than  enough  to  pay  for 
insurance  and  shipping  costs  back 
home.  Thanks  to  the  falling  pound,  an 
18th-century  mahogany  bookcase  at 
Partridge's  shop  is  going  for 
$430,000,  as  against  $500,000  in  ear- 
ly September;  a  pair  of  19th-century 
blackamoor  statues  is  down  to 
$76,000;  a  sterling  silver  chandelier  is 
down  $400,000,  to  $2  million  (see 
photograph,  p.  274). 

Partridge  is  also  sharpening  its  mar- 
keting skills.  When  the  dealer  went 
public  three  years  ago  on  a  general 
consensus  that  antique  prices  could 
only  go  up,  the  dealer  sniffed  that  it 
did  not  see  the  need  ever  to  exhibit  at 
antique  fairs.  But  falling  prices  broad- 
en the  mind.  Partridge  is  having  a 
major  ftirniture  display  at  the  Interna- 
tional Fine  Art  &  Antique  Dealers 
Show  in  New  York  from  Oct.  24 
through  Oct.  29. 

If  your  thing  is  more  stocks  than 
antiques,  the  massacre  on  Mount 
Street  has  created  what  might  turn 
out  to  be  some  good  investment  bar- 
gains, too.  At  $23  million.  Partridge 
Pic's  market  capitalization  is  $9  mil- 
lion below  the  cost  value  of  inventory. 
Recent  price:  58  pence  a  share  on  the 
London  Stock  Exchange,  down  from 
£1.25  a  share  in  late  1989.  Partridge 
has  littie  net  debt,  $20  million  in 
retained  earnings — and,  among  other 
things,  a  pretty  18th-century  secre- 
taire that  would  look  nice  in  a  success- 
ful investor's  study.  Asking  price: 
$1.1  million.  But,  says  Frank  Par- 
tridge, "All  our  prices  are  open  to 
discussion."  ^ 


Why  was  that  nice  little  old  lady  hauled  down  to  the 
police  station  in  a  scene  that  could  have  come  right  out  ( 
Agatha  Christie?  What  heinous  crime  did  she  commit? 

Plantnappers 


By  Richard  C.  Morals 

In  the  early  hours  of  a  recent  Sep- 
tember Sunday  a  pack  of  thieves  broke 
into  the  Ventnor  Botanical  Garden 
on  the  Isle  of  Wight,  off  the  coast  of 
Britain.  Working  with  flashlights,  the 
crooks  made  their  way  along  the 
coastal  paths,  stepping  carefiilly  over 
rare  and  valuable  plants  until  they 
spotted  what  they  had  come  for. 

The  garden's  curator,  Simon 
Goodenough,  had  assembled  the 
only  complete  collection  in  the  north- 
ern hemisphere  of  Pseudopanax,  an 
obscure  New  Zealand  plant  genus.  It 
took  Goodenough  17  priceless  years 
of  research,  expeditions  and  plant  ger- 
minations to  amass  the  collection. 

But  the  crooks  picked  up  the  39 
plants  in  under  an  hour,  before  escap- 
ing the  island  on  the  5  a.m.  ferry.  Say 
this  for  the  thieves:  They  politely 
backfilled  the  holes  and  trimmed  the 
tops  off  the  plants  to  compensate  for 
the  roots  lost  during  the  transplant. 

Welcome  to  the  latest  international 
crime  fad:  the  horticultural  heist  per- 
petrated by  organized  rings.  British 
botanists  tell  Forbes  that,  from  Aus- 
tralia to  Italy,  plantnapping  is  on  the 
rise.  "As  with  antiques  and  art,  orga- 
nized crime  rings  are  targeting  rare 
plants,"  says  Peter  Wainc,  crime  pre- 
vention officer  at  London's  Chelsea 
police  station.  "Plants  are  being  sto- 
len to  order,"  warns  Graham  Pattir- 
son,  horticultural  adviser  to  the  Na- 
tional Council  for  the  Conservation 
of  Plants  &  Gardens. 

Few  crime  waves  have  rattled  more 
bone  china.  "This  ever  escalating 
plant  theft  is  a  terrible  indictment  of 
the  criminality  of  a  significant  element 
of  the  British  gardening  public," 
roars  R.A.W.  Lowe,  general  secretary 
of  the  NCCPG. 

Plant  pilferings  apparently  come  in 
two  basic  forms.  The  garden  variety  is 
the  little  old  English  lady  who  furtive- 


ly takes  cuttings  and  stuffs  them  in 
her  handbag.  These  are  crimes 
passion.  But  their  damage  is  not  insi 
nificant.  At  Kew  Gardens  in  Londc 
such  criminals  are  caught  about  on 
a  week  by  an  in-house  constabu 
and  hauled  red- faced  down  to 
local  police  station.  "The  poor  lit 
old  lady  finds  it  very  embarrassinj 
says  curator  John  Simmons. 

The  commercial  crook  is  the  rog 
landscape  gardener  who  sells  i 
hauls.  He's  different.  The  infamc 
British  tabloids  recently  exploited  t 
grief  of  Sheila  Preston  from  Blakem 
One  morning  Mrs.  Preston  woke 
to  find  her  entire  back  garden — i 
eluding  30  trees  and  shrubs,  the  la\ 
and  heavy  stone  birdbath — go 
overnight.  The  Sheffield  Park  in  Si 
sex,  meanwhile,  was  knocked  over 
two  men  in  wet  suits.  In  broad  d; 
light  they  hit  a  lily  pond,  removi 
300  lilies  to  a  getaway  van. 

But  nothing  is  quite  as  alarming 
the  specialist  collector  mastermindi 
this  newest  spate  of  heists.  Aim 
three  years  ago  an  organized  ring 
Kew's  Royal  Botanic  Gardens,  i 
Royal  Horticultural  Socict>'  garder 
Wisley  and  Windsor's  Savill  Gard' 
More  recently  a  $400,000  bonsai  c 
lection  in  Scotland  was  stolen.  K 
Gardens — where  a  rare  orchid  can 
worth  $17,000— is  fighting  back 
installing  video  cameras,  bur§ 
alarms  and  night  lights. 

While  the  U.S.  takes  a  back  sea 
few  nations  when  it  comes  to  en 
we  are  curiously  lagging  on  planti 
ping.  "There  certainly  are  no  o 
nized  crime  rings  here,"  says  Si 
Lathrop  of  the  American  Associ.i 
of  Botanical  Gardens  &  Arboi 
"The  occasional  instances  of  .si 
plants  disappearing  is  not  a  probU- 

Let's  hope  this  little  article  doi 
give  anybody  ideas. 
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YOUR  FIRM 

ARRIVES  IN 

THIS  BOX- 


A  corporate  gift  expresses  more  than 
JL  JL  gratitude.  It  speaks  volumes  about 
your  firm.  ♦  For  154  years,  firms  have 
expressed  themselves  in  words  only  a 
Tiffany  blue  box  can  say.  Tiffany  gift:s  have 
passed  from  CEOs  to  clients.  From 
managements  to  staffs.  They  are  bestowed 
by  everyone  who  prizes  stability  over  caprice, 
substance  over  veneer.  And  who  wishes  Co 
send  this  message  in  a  gift  that  is  cherished 
forever.  ♦  To  receive  a  brochure,  or  learn 
more  about  the  rewards  of  a  Tiffany  &  Co. 
corporate  account,  call  800-423-2394. 


Tl  FFANY  &  Co. 


fDiTED  BY  JOHN  R.HAYES 


Ambitious 

In  1986  billionaire  John  Kluge  in- 
vested $14  million  in  Advanced  Tele- 
communications Corp.,  an  indepen- 
dent long  distance  telephone  compa- 
ny nm  by  Jack  Phillips,  a  former 
foreign  car  parts  importer.  A  year  later 
ICluge's  stake  in  the  company  was 
worth  $62  million.  In  1988  Phillips 
sold  his  stock  to  Alltel  Corp.;  Kluge 
sold  in  1989. 

Phillips  went  on  to  invest  in  Resur- 
gcns  Communications,  another  long 
distance  company;  he  owns  1 0%  and  is 
chief  executive  of  the  Atlanta-based 
firm.  Now  Kluge  is  back  with  him. 

In  May  Kluge  paid  $20  million  for 
convertible  debt  and  warrants 
amounting  to  28%  of  $109  million 
(sales)  Resurgens,  which  trades  on  the 
American  Stock  Exchange.  Sources 
say  that  Kluge  is  close  to  merging  one 
of  his  companies,  Metromedia  Com- 
munications, into  Resurgens.  If  so, 
Phillips,  now  49,  would  be  at  the  head 
of  the  country's  fourth -largest  long 
distance  phone  company,  with  sales  of 
about  $700  million.  (Numbers  one, 
two  and  three  are,  respectively,  AT&T, 
MCI  and  Sprint.) 

Phillips,  a  University  of  Virginia 
dropout,  says  merger  talk  is  prema- 
ture. But  he  does  agree  there  is  likely 
to  be  a  lot  of  consolidation  in  long 
distance  telephone  service.  "Only  a 
few  companies  are  going  to  make  it," 
he  predicts,  "and  I'm  going  to  be  one 
of  them."  Of  Kluge — who  with  a  net 
worth  estimated  at  $5.5  billion  ranks 
as  the  country's  second-richest  indi- 
vidual— Phillips  says:  "We  share  the 
same  ambitions."      -Lisa  Coleman 


The  WHght  idea 

As  DIRECTOR  of  California's  Depart- 
ment of  Commerce,  47-year-old  Julie 
Meier  Wright  is  in  the  thick  of  trying 
to  stem  the  flood  of  companies  leav- 
ing California.  In  the  last  two  years 
California  has  lost  about  740,000 
jobs,  as  the  state's  politicians  and 
bureaucrats  have  turned  the  state  into 
a  very  expensive  place  for  companies 
to  do  business. 

What  can  Wright  do.>  For  one 
thing,  she's  listening  to  the  com- 
plaints lodged  by  departing  execu- 
tives. Among  those  most  commonly 
heard:  California's  permitting  process 
is  too  slow,  its  regulations  are  exces- 


Resurgens 
Communications' 
Jack  Phillips  I 

Ready  to  merge  ' 
with  John  Kluge?* 


] 


BELOW: 

California's 
Julie  Meier  Wright 
"Sometimes  I 
feel  like  I'm  swim 
ming  upstream. 


sive  and  its  workers'  compensation 
laws  are  onerous. 

Wright  is  fighting  to  reform  Cali- 
fornia's workers'  compensation  laws. 
She  wants  to  control  medical  costs  by 
Limiting  the  number  of  medical  evalu- 
ations an  employee  can  seek.  She  is 
also  pushing  to  reduce  bogus  job- 
related  stress  claims,  and  to  let  busi- 
nesses use  managed  care  organiza- 
tions to  provide  health  care  services  to 
workers  with  bona  fide  compensation 
claims. 

Sometimes  Wright  finds  she  must 
handle  specific  problems  personally. 
Example:  When  Intel,  the  giant  semi- 


conductor     company,      consider 
building  a  new  plant  outside  the  st. 
because  it  could  not  receive  the  p* 
mits  it  needed,  Wright  convinced  \ 
ious  government  agencies  involved 
cut  through  the  red  tape  and  speed 
the  process.  Result:  300  new  jobs 
$400  million  facility  in  Santa  CMai 
But  Wright  knows  that  the  only  i 
hope  will  come  not  from  one  adiiiii 
trator's    personal    intervention 
from  systemic  reform  of  C/aliforn 
bureaucracy-gone-haywire.    "Soi 
times,"  she  concedes,  "I  feel  like  I 
swimming  upstream." 

-John  H.  TAVi 
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Dear  ffiM, 

SUN,  HP 

UNISYS  and 
ICL  user, 


CLARiiON- 


will  blow 

you  away! 

CIARiiONfrom  Data  General- the  faster,  smaller,  UNIX®open  storage  systems 
that  connect  to  IBM,  SUN,  HP,  UNISYS  and  ICL  for  a  price  that's  music  to  your  ears! 

Computer  companies  everywhere  have  been  making  a  lot  of  noise  lately  about  UNIX*open  storage  systems. 
The  problem  is  that's  all  they've  been  making-noise !  At  Data  General,  we've  gone  quietly  about  our  business  and  have 
actually  created  remarkable  open  storage  systems  called  CIARiiON.  And  CIARiiONis  one  call  everyone  should  heed  because 
ClARiiON  connects  to  the  UNIX  systems-based  IBM  RS/6000,  SUN  SPARCserver  600  series,  HP  9000-800  series, 
UNISyS  U6000  series  and  ICL  DRS  6000.  Its  RAID  technology  vastly  increases  the  storage  capacity  and  high  availability 
of  these  systems.  And  CIARiiON  does  it  all  for  a  price  that's  so  low  it  will  fit  right  in 
with  the  itiythm  of  your  budget.  So  if  you  want  unintermpted  data  access,  i 

)N  BYTES  data  loss  protection,  low-cost  data  redundancy  and  increased  disk  performance,  ^^^h     t\         r>  1 

■^'^-         all  of  which  you  can  maintain  yourself  ^^^H     l/EltH  viCIlCriSU 

think  CIARiiON  and  call  1-800-DATAGEN  ^^H     ^^H  Where  the  Wbrid 


I  General  Corporation  UNIX  Is  a  registered  trademark  of  UNIX  Systems  Laboratories,  Inc 


FACES  BEHIND  THE  FIGURES 


ABOVE: 

f  Russell  Banks 
I  of  Grow  Group 
I  The  Venezuelans 
to  the  rescue? 


The  golden  yea]*$ 

In  30  YEARS  of  building  Grow  Group, 
a  S416  million  (sales)  special t\' chemi- 
cals company,  Russell  Banks  has  made 
more  than  three  dozen  successful  ac- 
quisitions. But  the  last  6  years  have 
been  harrowing  for  the  73 -year-old 
entrepreneur. 

In  1986  Banks  spent  $80  million  to 
buy  some  factories  from  Georgia-Pa- 
cific and  an  over-the-counter  drug 
manufacturer  called  Perrigo.  Turned 
out  Perrigo  needed  a  lot  of  capital. 
Desperate  to  raise  cash.  Banks  sold 
the  company  to  its  managers  in  a 
$104  million  leveraged  buyout.  Bad 
mistake.  Today  Perrigo's  market  val- 
ue tops  SI. I  billion.  "I  could  honest- 
ly say  Perrigo  was  the  best  acquisition 
I  ever  made,"  rues  Banks. 


Zbigniew  Niem- 
czycki  of  Curtis 
International 
Poland's  richest 
man. 


In  1988  Banks  decided  to  sell  Grow 
to  PPG  Industries.  But  before  the  deal 
closed,  a  chemical  fire  at  one  of 
Grow's  Los  Angeles  plants  forced 
thousands  of  residents  to  flee  their 
homes,  and  PPG  quickly  backed  out. 

Facing  a  slew  of  lawsuits  and  a  $3 
million  loss  for  the  year.  Banks  elimi- 
nated Grow's  dividend.  Unhappy 
shareholders  threatened  a  proxy  bat- 
tle. Banks  tried  to  find  another  buyer, 
but  to  no  avail.  So  Banks  sold  a  num- 
ber of  Grow's  operating  companies, 
closed  down  others  and  consolidated 
what  remained. 

Grow  ended  fiscal  1992  (which 
ended  lune  30)  back  in  the  black.  And 
Banks  may  have  finally  found  his  buy- 
er. Grow  just  raised  $39  million  in 
cash  by  selling  new  shares — 17%  of 
the  company — to  ('orimon,  a  Vene- 


': 


zuelan  chemical  producer.  Corimon 
price  values  Grow  at  $230  million- 
over  $16  a  share — but  Grow's  publi 
ly  traded  stock  remains  stuck 
around  $12.  Banks  thinks  Corim< 
may  want  the  rest.  "If  they  do,"  \ 
promises,  "they're  going  to  have 
pay  a  big  premium." 

The  richest  Pole 

If  YOU'RE  PLANNING  to  do  business 
Poland,  listen  for  the  name  Zbigni< 
Niemczycki.  At  44,  Niemczycki  is  ti 
richest  man  in  Poland,  worth  mo 
than  $50  million,  according 
Wprost,  a  weekly  Polish  magazine 

Niemczycki  got  his  start  in 
U.S.,  where  he  immigrated  in  19 
and  landed  a  job  as  an  electrician, 
later  became  assistant  for  Easte 
European  trade  at  SerVaas  Corp., 
Indianapolis-based  manufacturii 
conglomerate.  In  1983  Niemczyc 
got  company  founder  Bert  SerVaas 
stake  him  in  a  venture  in  Poland. 

Today  Niemczycki  is  chief  exec 
ti\'e  and  49%  owner  of  Curtis  Interr 
tional,  SerVaas'  $150  million  (sale 
Polish  aflSliate.  Using  Japanese  c 
signs  and  a  lot  of  Polish  componen 
Curtis  makes  dependable  color  tele 
sions  that  retail  for  $250  to  $400 
about  25%  less  than  most  import 
sets.  Niemczycki  estimates  he's 
about  24%  of  the  Polish  market  t 
television  sets. 

Also  in  the  works  is  Curtis  Plaza 
$35  million,  200,000-square-foot( 
fice  complex  in  downtown  Warsa 
Scheduled  to  open  by  year-end,  t 
project  is  80%  pre-leased,  mostly 
Western  tenants  like  Philip  Mor 
and  Unilever. 

Rumors  have  been  flying  tl 
Niemczycki  will  enter  politics  and  r 
for  the  prime  minister's  office.  M 
Poles  tend  to  assume  that  all  succt 
ful  businessmen  are  crooks.  But  nv 
Poles  like  Niemczycki  anyway,  i 
least  because  he  has  brought  thi| 
jobs  and  dependable  lA'  sets. 

Niemczycki  doesn't  like  politics 
politicians.  "For  such  people  it  is  c 
to  act  in  a  destructive  manner, 
says.  "They  don't  understand  whi 
means  to  build  a  place  of  work,  to 
a  factor)'  which  was  stopped."  B 
pointedly  refiises  to  dash  the  rum 
that  he's  getting  ready  to  run. 

-Kaiarzyna  Wandvcz 
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Forbes  ■  October  26, 


11  of  us  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1  %  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 

•Price  subject  to  change  without  notice 

Forbes  Lake  of  the  O^rks   \ 

Box   303,  Fort  Garland,  CO  81133  [ 

Without  obligation,  please  send  me  more  information  i 

on  Forbes  Lake  of  the  Ozarks.  i 

PLEASE  PRINT  ! 


Name. 


Address. 


City/State/Zip 
Telephone 


or  phone  81 6/438-2801         70Z2 


'he  Properly  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  tias  judged  the  merits  or  value,  if  any.  of  ttiis  property  Equal  Credit  and  Housing 
nity  A  slatemeni  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York,  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or 
I  It'e  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering   A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de 
^ancr■es,  NYA88-178 


The  BCA  Founders  Award 

American  Express  Company 

New  York,  New  York 

AT&T 

New  York,  New  York 

Dayton  Hudson  Corporation 

Minneapolis,  Minnesota 

Philip  Morris  Companies  Inc. 

New  York,  New  York 

Texaco  Inc. 

White  Plains,  New  York 


These  companies 

got  what  they  deserved. 


And  so  did  their  employees,  their  customers  and  people  in  their  operating 
communities.  These  companies  won  national  awards  given  by  the  Business 
Committee  for  the  Arts  and  FORBES  Magazine  for  developing  programs 
that  bring  the  arts  into  schools,  communities  and  everyday  life. 

The  efforts  of  these  companies  have  enriched  the  lives  of  millions.  They 
have  helped  youngsters  to  achieve  better  grades.  They  have  fostered  tourism 
and  economic  growth.  They  have  helped  diverse  cultural  groups  to  better 
understand  each  other. 

These  award-winning  companies  are  making  a  difference — and  getting 
their  just  rewards.  Your  business  can,  too.  For  more  information,  contact: 
Business  Committee  for  the  Arts,  Inc.,  1775  Broadway,  Suite  510,  New  York, 
New  York  10019-1942  (212)  664-0600. 

Business  Committee 
for  the  Arts 


1992 

Business  in  the  Arts  Awards 
Distinguished  Achievement 

Dayton  Hudson  Corporation 

Minneapolis,  Minnesota 

Sara  Lee  Corporation 

Chicago,  Illinois 


!' 


Return 

Chemical  Banking  Corporatioi 

New  York,  New  York 

Lincoln  National  Corporation 

¥ort  Wayne,  Indiana 

NYNEX  Corporation 

New  York,  New  York 


First  Time 

Commerce  Bank  and  Trust 

Topeka,  Kansas 

Freeport-McMoRan  Inc. 

New  Orleans,  Louisiana 

Jaeger  Development  Company 

Cerritos,  California 

Johnson  &  Johnson 

New  Brunswick,  New  Jerscx 


Lexus 

Torrance,  California 

The  St.  Paul  Companies 

St.  Vaiil,  Minnesota 
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THE  FORBES/BARRA  WALL  STREET  REVIEW 


BY  ER  C  S.  HARDY 


1  Street  is  living  up  to  its  tradition 
ot  performing  well  during  periods 
ncertainty.  But  the  bulls  are  say- 
that  once  the  election  is  over — no 
ter  the  outcome — stocks  will  pick 
igain.  Basis  of  their  case:  Banks 
money  market  funds  don't  even 
r  positive  returns  after  taxes  and 
tion. 

ivestors  who  like  stocks  that  are 
of  favor  might  consider  two  tar- 
ed blue  chips  recommended  by 
iam  LeFevre  of  Tucker  Anthony 
Sutro  &  Co.:  IBM  and  General 
[ors.  LeFevre  says  both  offer  ex- 
[:nt  opportunities  for  dividend  in- 
1  e  and  capital  gains.  IBM  is  paying  a 
'ield — more  than  some  utilities — 
LeFevre  feels  the  dividend  is  safe, 
i  is  still  the  dominant  computer 
er  because  of  its  overseas  mar- 
"  he  says.  LeFevre  also  likes  the 
on  GM  (5%)  and  the  fact  that  the 
k  is  down  30%  from  its  high  set 
er  this  year. 


pecial  focus 


er  the  past  year,  two  out  of  every  three 
ial  public  offerings  had  a  first-day  close 
her  than  the  offer  price.  But  a  quick  start 
;s  not  guarantee  a  good  finish.  The  table 
ws  the  performance  to  date  (measured 
Ti  offering  price)  of  the  ten  new  issues  of 
last  12  months  that  had  the  biggest  first- 
gains. 

IPOs  too  hot  to  handle 


The  overall  market 


—  Gain  — 
Company              first  day   9/30 

Radiation  Gare 

106% 

-50% 

Lifecell 

94 

68 

Alteon 

92 

-33 

Synopsys 

75 

64 

Olympic  FinI  Ltd 

75 

104 

Grand  Casinos 

75 

205 

Target  Therapeutics 

71 

31 

Megacards 

70 

-30 

Defense  Software/Sys 

69 

60 

LaserSight 

68 

133 

2600 
2400 
2200 
2000 
1800 


The  Barra  All-US  index  as  of  10/1/92: 

Market  value:  $4,024.1  billion 

P/E.  25.8 

P/E  minus  negative  EPS:  17.3 

Price/book:  2.3 

Yield:  2.7% 


Performance 

Last  4  weeks 
Since  12/31/91 


Price       Total  return 

-0.6%    -0.4% 
-0.9      1.1 


2400 
2300 
2200 
I  2100 
2000 
1900 
1800 


12-month  cioseup 


■  Bairalndei 

•200  diy  moving  average 


'85 


'86 


'87 


'89 


'90 


'91 


■92 
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Cioseup  on  the  market 


%  change  from 


Inilex  or  investment 

Barra  All-US  index 

S&P/Barra  Growth  Inilex' 

S&P/Barra  Value  index^ 

Dow  lones  industrials 

S&P  500 

NYSE 

Nasdaq 

Amex 

EAFE^ 

CRB  index '^ 

Gold' 

Yen'>(per$U.S.) 

Oil' 


2-week  change 


-1.1% 
-1.9 

0.3 
-1.8 
-0.9 
-1.0 
-1.6 
-2.7 

1.4 
-0.3 
-0.1 
-3.7 
-2.0 


1  year 
7.8 
ll.O 
11.7 
9.0 
8.3 
8.0 
11. 1 
0.5 
-9.3 
-7.0 
-2.9 
lO.l 
-3.5 


7.8% 

-3.4% 

11.0 

-3.2 

1 

11.7 

-2.3 

9.0 

-4.7 

8.3 

-2.1 

8.0 

-2.1 

11.1 

-10.3 

0.5 

-10.5 

^m 

-9.3 

-26.1 

-7.0 

-26.0 

-2.9 

-30.8 

-10.1 

-27.0 

5-year  high 

-3.4' 

-3.2 

-2.3 

-4.7 

-2.1 

-2.1 

-10.3 

-10.5 

-26.1 

-26.0 

-30.8 

-27.0 

-46.9 


The  best  and  worst  performing  stocks' 


The  best  and  worst  performing  industry  factors' 


Best 

Price 

2-week 
change 

1992 
EPS' 

Worst 

Price 

2-week 
change 

1992 
EPS' 

Alexander's 

28  3/8 

39% 

NA 

Home  Nutritional  Svcs 

7 

-48% 

$0.99 

DSC  Communications 

12 

17  1/2 

16 

33 

$0.06 

Gensia  Pharmaceuticals 
Computervision 

191/2 

-48 

-1.21 
NA 

Bertucci's 

32 

0.59 

5^8 

-45 

Preferred  Health  Care 

31 
29 

0.43 
0.38^ 

Total  Pharmaceutical  Care 
Exabyte 

12 
14 

-43 
-41 

0.89 

Bernard  Chaus 

9  3/8 

Best 

2-week 
change 

Since 
12/31/91 

Worst 

2-week 
change 

i 

Since 
12/31/91 

Life  insurance 

9.8% 

9.2 

7.5 

6.8% 
-10.5 
7.9 

Beverages 
Electric  utilities 
Gas  utilities 
Misc  mining  &  metals 
Drugs 

-8.9% 

8.7% 

Real  estate 
Trucking 

-8.2 
-6.7 
-5.9 
-5.7 

-8.8 

1.4 

4.3 

-20.7 

Property  &  health  insurance 
Household  products 

6.6 
4.7 

13.1 
7.5 

a  for  period  ending  10/1/92.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S.  markets. 
EITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average  earnings 
Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  pnce-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  'A  dollar-denominated  capitalization-weighted  index  of 
n  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  *  Index  of  21  commodity  futures. ''  Knight-Ridder  Financial  Information. 
the  last  two  weeks.  'Estimate,  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc.  '^  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value 
th  charactenstics.  Multi-industry  firms  have  proportional  contributions  in  two  i,:  more  groups.  "1993  estimate.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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The  t>iggestflew>  issues' 

Company/business 

Exchange 

Offer 
date 

Offer 
price 

Recent 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  datd 
absolute    rel  to  mki 

Equitable  Companies/insurance 

n 

7/15/92 

9 

81/8 

$392 

Goldman,  Sachs 

-10% 

90 

Computervision/computer  equip  &  svcs 

n 

8/14/92 

12 

6'/4 

300 

Lehman  Brothers 

-48 

52 

Sunbeam-Oster/small  appliances 

n 

8/18/92 

12'/2 

,  UVs  < 

250 

Merrill  Lynch 

7 

108 

Fleet  Mortgage  Group/mortgage  banking 

n 

7/31/92 

23 

20 

191 

Goldman,  Sachs 

-13 

88 

Rexnord/bearmgs 

n 
n 

7/1/92 

17 

15% 
26 

156 

DLJ 

-8 

91 

Gtech  Holdings/computerized  lottery  sys 

7/22/92 

17 

145 

DLJ 

53 

150 

USX-Delhi  Group/gas  pipeline 

n 

9/24/92 

16 

15V8 

144 

Lehman  Brothers 

-4 

96 

Bradlees/department  stores 

n 

7/1/92 

13 

13V8 

143 

Merrill  Lynch 

7 

105 

Enron  Liquid  Pipeline/gas  pipeline 

n 

7/30/92 

23 

26 '/s 

130 

Lehman  Brothers 

17 

119 

John  Alden  Financial/insurance 

n 

9/25/92 

15 

15 

HO 

First  Boston 

0 

99 

^mmmmm 

Performance  update 


Although  1992  will  go  down  on  the 
books  as  a  record  year  in  the  amount 
of  capital  raised  in  the  new  issues 
market,  the  market's  pace  slowed 
considerably  in  the  last  quarter.  Secu- 
rities Data  Corp.  of  Newark,  N.J. 
reports  that  through  the  first  nine 
months  of  1992,  335  new  issues 
raised  $16.7  billion,  up  from  195 
issues  raising  $8.7  billion  during  the 
same  period  last  year.  But  the  third 
quarter  of  1992  was  slower  than  the 
third  quarter  of  1991.  September  saw 
only  28  initial  offerings,  the  lowest 
monthly  total  since  March  1991. 

The  new  issues  market  seems  un- 
likely to  catch  a  second  wind  in  the  last 
quarter  of  this  year.  One  bearish  sign 
is  all  the  postponements.  Revlon,  for 
instance,  in  May  announced  its  inten- 
tion to  raise  $209  million,  with  an 
offering  of  1 1  million  shares  at  $19  a 
share.  Even  after  reducing  the  offer- 
ing price  from  $15  to  $14,  Merrill 
Lynch  couldn't  drum  up  enough  buy 
orders  to  make  the  deal  fly.  Other 
offerings  postponed  since  last  spring 
include  Life  Partners  Group.  First 
Boston  originally  priced  the  issue  at 
$17  but  was  unable  to  sell  it,  even 
after  cutting  the  price  to  $15.  Gold- 
man, Sachs  didn't  have  much  better 
luck  in  its  attempt  to  take  Clark  Oil  & 
Refining  public,  despite  reducing  the 
price  from  $16to$14a  share. 


The  best  new  issues' 


Offer   Offering 
price     ($mil) 


Company/business 

Northern  Springs/bottled  water  5  $5 

Eagle  Hardware  &  Garden/hardware  stores  14  42 

Pyxis/leases  medical  equipment  14  56 

Zoll  Medical/medical  equipment  10  21 

Stratacom/telecomm  equipment  7  18 


Lead 
underwriter 

Network  Financial 
Montgomery  Sees 
Merrill  Lynch 
First  Boston 
Montgomery  Sees 


Performance  to  dat 
absolute    rel  to  ml 


140% 
138 
105 
103 
71 


238 
237 
202 

207 
170 


The  worst  new  issues' 


Offer  Offering  Lead  Performance  to  d 

Company/business                                 price  ($mil)  underwriter  absolute  reltoJ 

Computervision/computer  equip  &  svcs     12     $300  Lehman  Brothers       -48%  52 

Bestop/auto  parts                                      9  8  Dain  Bosworth           -29  71 

Ezcony  Interamerica/consumer  electronics  7  11  First  Equity              -29  72 

First  Pacific  Networks/telecomm  svcs          9  45  Nomura  Sees            -25  74 
Xxsys  Technologies/measuring  devices         3V4        6 


Thomas  James  Asoc  -25 

■■■■■MMBMMHMMatlHHMBMMBa 


The  most  active  investment  bankers  industries  going  public 


Underwriter 
Goldman,  Sachs 
Morgan  Stanley 
Lehman  Brothers 
Merrill  Lynch 
First  Boston 


Total 
offerings 

25 
27 
32 
21 
24 


Total  raised 
($mil) 

$3,890 
2,814 
2,613 
2.407 
1.817 


Industry 

Manufacturing 

Services 

Retail 

Health  care 

Insurance 


Total 
offerings 

187 

67 

43 

32 

12 


Total  taiv 
($mil) 

$9,18.^ 

2,661 

2,11 

2,10. 

1,23 


Note:  This  report  covers  initial  public  offerings  of  common  equities  with  offer  date  of  7/1/92  to  9/30/92,  offering  price  of  $2.50  or  more  and  offering  value  ol  $b  inili:.,.. 
Closed-end  funds,  limited  partnerships,  and  ADRs  (American  Depositary  Receipts)  of  corporations  already  traded  in  foreign  countries  are  excluded,  as  are  REITs  and  si 
'Last  quarter.  ■'The  ending  value  of  $100  invested  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market.  'Latest  12  months.  Source:  Securities  Data  Co 


286 


Forbes  ■  OctolxT  26, 


NOW  READY 


THE  3-VOLUME  SET  OF 

Forbes  Thoughts  on  the  Business  of  Life 


The  three-volume  Forbes 
:rapbook  of  Thoughts  on  the 
iisiness  of  Life  opens  up  a 
owser's  heaven.  Each  and  every 
ought  strikes  a  spark  of  plea- 
re  by  its  originality  and  felicity  of 
pression.  The  range  is  virtually 
litless.  There  are  gems  on  Early 
sing,  Economists  and  Eternity. 
ie  selection  is  equally  sparkling 
I  Manufacture,  Meddling,  and 
en  Of  The  World.  It  offers  pure 
>ld  on  Wage  Structure,  Wine, 
d  Worry.  Contributors  range 
m  the  earliest  thinkers  to  the 
sent  day. 
|The  three-volume  set,  printed 
fine  quality  stock,  bound  in  blue 
th  and  housed  in  a  handsome 
tching  slipcase,  is  the  quintes- 
ntial  bedside  companion  with 


over  10,000  meticulously  culled 
quotes  from  the  world's  greatest 
authors. 

The  set  also  makes  an  ideal 
holiday  or  birthday  gift  for  business 
associates,  friends  and  those 
hard-to-please  colleagues  on 
your  list.  It  is  a  pleasure  to  read, 
whether  you  choose  to  sample  a 
random  few  inspirational 
thoughts  at  a  time  or  to  pursue  a 
more  charted  course  with  the  aid 
of  both  subject  and  author  indexes. 

When  so  many  choices  in  busi- 
ness gifts  wear  out  their  welcome 
instantly,  the  three-volume 
"Thoughts"  will  surely  be  cher- 
ished for  a  lifetime.  The  cost  in- 
cluding slipcase  and  shipping  is 
$49.50.  To  receive  your  edition 
or  send  it  as  a  gift,  simply  fill  out  and 


return  the  coupon  below.  The 
company  of  the  greatest  writers 
and  thinkers  awaits. 

□  binding  in  green  cloth  with 
gold  imprint 

□  green  cloth  slipcase  to 
match  binding  at  no  additonal 
charge 

□  indexed  by  author  and  sub- 
ject 

□  authors  span  whole  range 
of  civilization  from  classical 
Greece  to  our  own  times 

□  over  1 ,500  pages,  over 
10,000  quotations 

□  Ready  now.  Copies  will  be 
shipped  as  soon  as  your  order  is 
received. 


THE  ONE  VOLUME 
EDITION 

For  those  who  may  wish 

to  take  "Thoughts"  on 

their  travels,  a  single  volume 

edition  containing  about 

a  third  of  the  material 

in  529  pages  is  also 

available.  Please  check 

the  appropriate  box  on 

the  order  form. 


Forbes  Books,  P.O.  Box  11234,  Des  Moines,  I A  50340 

Reserve  my  set  of  the  new  3-volume  set  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  complete  in  matching  slipcase  for 
just  $49.50.  Ship  to  the  address  shown. 


D  Check  enclosed 


Name 


(please  print) 


Address 


Apt.  # 


n  Charge  my  credit  card 

UAmEx 

n  MasterCard 

DVisa 

No 

Exp.  Date 


City  State  Zip 

D  Please  send  the  one  volume  edition  instead.  Price  $19.50  includes  shipping  and  handling. 

Please  add  sales  tax  in  New  York  State  and  other  states  where  applicable. 


JAZTX42 


iHt  ruwub 


EDITED  BY  JASON  ZWEIG 


Crunched  by  devaluation  and  a  sick  economy,  Italy's 
stock  market  has  done  even  worse  than  Japan's. 
But  there  is  some  good  salvage  in  the  wreckage. 

Milan  is  cheap 


By  Richard  Phalon 

Watching  the  great  bear  raid  on 
the  lira  move  across  his  trading  screen, 
Erich  Stock,  portfolio  manager  of  the 
$50  million  Italy  Fund,  says  with  a 
grimace:  "It's  crazy.  This  isn't  a  mar- 
ket, it's  a  casino." 

And  anyone  betting  on  the  Milan 
market  has  been  ringing  up  pairs  of 
lemons.  This  year  Italian  stocks  are  off 
29%  in  lire;  with  the  weakness  in  the 
lira,  a  U.S.  investor  owning  those 
stocks  has  lost  36%.  That  makes  Ital- 
ian stocks  look  very,  very  cheap.  Hav- 
ing collapsed  60%  from  its  record  high 
of  1986,  the  Milan  market  is  suffering 
more  than  any  other  major  market  in 
the  world,  including  Tokyo.  The  av- 
erage Italian  equity  is  selling  at  just 
74%  of  book  value  and  two  times  this 
year's  estimated  cash  flow  (earnings 
plus  depreciation),  according  to  Mor- 
gan Stanley  International. 

The  Italy  Fund's  original  share- 
holders bought  into  paradiso  and 
ended  up  in  purgatorio.  One  of  the 
first  single-country  closed-ends  in  the 
U.S.,  the  fund  was  launched  as  the 
Milan  market  was  floating  high  on  the 
"second  Italian  miracle,"  the  eco- 
nomic renaissance  of  the  mid-1980s. 
Brought  public  at   12   in    1986   by 


Shearson  Lehman,  the  fund  peaked 
on  the  New  York  Stock  Exchange  at 
19  in  early  1990.  Recent  price:  VVa. 

There  are  three  ways  to  lose  money 
in  a  closed -end  countr\'  fund.  The 
market  could  go  against  you;  the  cur- 
rency could  lose  value  against  the 
dollar;  and  the  shares  could  sink  on 
the  New  York  Stock  Exchange  to  a 
wider  discount  to  their  net  asset  value 
than  when  you  bought  in.  Sharehold- 
ers in  the  Italy  Fund  have  lost  on  the 
first  two  counts  but  have  had  some 
relief  on  the  third.  The  fund's  dis- 
count to  net  asset  value  has  narrowed 
from  27%  two  years  ago  to  4%  recent- 
ly. Some  investors  are  betting  that  the 
hind  is  close  to  bottoming  out. 

The  fund's  manager,  London- 
based  Erich  Stock — who  doubles  as 
head  of  Shearson's  European  equit\' 
operations — plays  a  conservative 
hand.  Earlier  this  year  he  went  long 
on  a  clutch  of  top  banks  and  insurers 
like  Banco  Ambrosiano  Veneto  and 
Allcanza — a  defensive  bet  that  finan- 
cial stocks  would  jump  as  the  Maas- 
tricht treaty  marched  Elurope  toward 
currency  union  and  lower  interest 
rates.  But  with  Maastricht  a  mess, 
Italian  bank  stocks  are  sinking. 


The  Italy  Fund's  seven  largest  stocks 

'  Company/business 

52-week 

Recent        Price/          P/E 

\ 

high  low^ 

price^         book 

Finanziaria  Agroindustriale/ 

food3 

$6.09   $4.71 

$6.05           1.3              9.9 

Alleanza/insurance 

10.37     7.12 

8.00           4.8            28.5 

Sirti/communications 

8.87     5.02 

5.04           1.1              5.7 

BenettonVapparel 

10.88     7.69 

9.39           2.8            11.5 

SME/retailing 

3.01     2.31 

2.87            1.4             14.3 

Parmalat  Finanziaria/food 

8.07     6.62 

6.66           0.8            13.3 

Toro  Assicurazioni/insurance 

18.72    11.30 

12.63           1.5            14.7 

Some  of  these 
Italian  companies 
should  get  a 
boost  from  lower 
interest  rates, 
while  others  are 
exporters  whose 
hard^urrency  prof- 
its should  be 
worth  more  lire 
at  home. 


'Price  in  U.S.  dollars,  at  Oct. 5  exchange  rates,    ^ct.  5.    'Formerly  Eridania-Zuccherifi- 
cio  Nationale.    'Available  as  American  Depositary  Shares. 
Source:  The  Italy  Fund 


f 


Who  gains  from  the  limping  lir 
Exporters  of  Italian  fashion  shou 
turn  harder-currency  earnings  ini 
more  money  at  home.  BenettoV 
which  manufactures  mostly  in  Ital 
draws  two-thirds  of  its  billings  fro 
other  countries.  Stock  thinks  Simir 
which  owns  the  franchise  rights 
Armani  stores,  and  Marzotto,  a  clot! 
ier  that  pulls  over  half  its  revenu 
from  outside  Italy,  should  also  ben 
fit.  Benetton  (whose  American  D 
positar)'  Shares  are  listed  on  the  Nc 
York  Stock  Exchange)  and  Simi 
make  up  a  tad  less  than  4%  of  tl 
fund's  assets.  Panic  selling  has  push 
Simint,  which  had  a  modest  gain 
pretax  profits  for  the  year  ended  A{ 
30,  to  less  than  half  its  (lira)  high 
last  spring.  And  Benetton,  at  1 1  tira 
earnings,  is  at  a  threadbare  multif 
compared  with  such  rivals  as  the  Gj 

Stock  owns  Pirelli,  the  tire  a 
cable  giant,  on  the  thesis  that  shs 
personnel  cutbacks  and  asset  divcj 
tures  have  squeezed  the  bad  news  c 
of  the  stock.  But  he  thinks  it  will  ta 
more  than  a  currency  fix  to  get  Ital 
other  international  behemoths  (F 
and  Olivetti,  for  instance)  out  oft 
soup.  And  he  reckons  that  the  grovs 
prospects  of  the  Luxottica  Group 
purveyor  of  high-priced  eyegl 
frames,  are  already  generously  reflc 
ed  in  its  price/earnings  ratio  of  25 

Stock  is  still  gambling  that  the  eai 
ings  of  Italian  banks  and  insurers ' 
benefit  from  lower  interest  rates  « . 
health  care  reform.  But  short-tej 
rates  seem  stuck  above  11%.  And 
odds  of  further  devaluation — plus 
government's  ability  to  fix  an  app 
ing  budgetary  mess — are  so  impi 
derable  that  some  fimd  managers  i 
sitting  this  one  out.  "The  markej 
incredibly  cheap,"  says  Richard  Ki 
who  runs  Warburg,  Pincus  Inter 
tional  Equity  Fund.  "I'm  not  a  ra^ 
bull  on  Italy,  but  in  a  few  month 
might  be." 

It's  hard  to  pick  a  bottom,  thou 
If  you  are  interested  in  the  M 
market,  buy  either  Stock's  fund  ' 
jor  drawback:  a  1.5%  annual  expi 
ratio)  or  one  of  the  companies 
trade  in  the  U.S.  Stay  away  ' 
stocks  that  trade  only  in  Italy,  ui 
you  are  prepared  to  deal  with  si^ 
cant  currency  conversion,  withli 
ing  tax  and  various  papcr\\ 
complexities. 
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Introducing  Vanguard  Balanced  Index  Fund 

INVESTING 
MADE  SIMPLE 


The  new  Vanguard  Balanced  Index  Fund  is  a 
compelling  choice  for  investors  seeking  to 
build  a  diversified,  long-term  investment 
program.  The  Fund  combines  the  age-old  advan- 
tages of  balanced  investing  with  the  more  recently 
recognized  advantages  of  "index"  investing.  The 
result  is  a  Fund  that  offers  you  a  balance  of  stocks 
and  bonds,  relative  predictability  exceptional 
diversification  and  Vanguard's  low  costs. 


40% 

GOVERNMENT        \  BONDS 
BONDS 

60% 
STOCKS 


Vanguard  Balances  Your  Investment  For  You 

The  chart  shows  how  assets  in  Vanguard  Balanced  Index 
Fund  are  allocated  among  stock  and  bond  securities.  The 
"weights"  of  each  type  of  security  reflect  their  representa- 
tion in  the  respective  indexes  as  of  June  30, 1992. 

The  Advantages  of  Balanced  Investing 

Growth  and  Income.  The  Vanguard  Balanced 
Index  Fund  will  invest  60%  of  its  assets  in  com- 
mon stocks  for  the  opportunity  of  capital  growth 
over  time  and  40%  in  high  quality  bonds  to  pro- 
vide current  income. 

A  Measure  of  Stability.  Because  the  Fund  has 
a  substantial  commitment  to  bonds,  the  volatility 
of  the  Fund's  total  return  is  reduced.  While  a  pure 
stock  fund  could  earn  a  higher  return  over  time, 
your  market  risk  may  be  less  by  using  the  con- 
servative^trategy  of  a  balanced  investment 
program. 

Simplicity.  By  investing  in  Vanguard  Bal- 
anced Index  Fund,  you  do  not  have  to  monitor  the 
allocation  of  your  assets  between  stocks  and 
bonds.  Vanguard  will  do  this  for  you. 

The  Advantages  of  Indexing 

Relativfe  Predictability.  Regardless  of  how 
the  unpredictable  stock  and  bond  markets  turn. 
Vanguard  Balanced  Index  Fund  can  be  expected 

*"Wilshire  5000"  is  a  registered  trademark  of  Wil'^-hire 
Associates. 
**"Salomon  Brothers  Broad  Investment-Grade  Bond  Index" 
is  a  registered  trademark  of  Salomon  Brothers,  Inc. 
***Lipper  Analytical  Services 


to  correspond  closely  with  the  returns  of  its  tar- 
get indexes. 

Broad  Diversification.  The  Fund's  stock  por- 
tion seeks  to  parallel  the  equity  performance  of 
the  unmanaged  Wilshire  5000  Index,*  the  broad- 
est stock  market  index  in  the  U.S.,  and  the  bond 
portion  seeks  to  parallel  the  bond  performance 
of  the  unmanaged  Salomon  Brothers  Broad 
Investment-Grade  Bond  Index**  In  time,  the 
Fund  is  expected  to  hold  more  than  1,000  securi- 
ties. This  exceptional  diversity  helps  cushion, 
not  eliminate,  the  effects  of  specific  stock  and 
bond  risks  on  your  investment. 

Low  Cost.  The  Fund  does  not  pay  investment 
advisory  fees;  portfolio  turnover  is  minimal;  and 
operating  expenses  are  kept  as  low  as  possible. 
The  Fund's  expense  ratio  (operating  costs  as  a 
percentage  of  its  assets)  is  anticipated  to  be 
0.25%,  compared  to  an  industry  average  for  bal- 
anced funds  of  1.30%*** 

The  Vanguard  Advantage 

With  more  than  $90  billion  in  net  assets 
($9  billion  of  which  is  indexed).  Vanguard  is  the 
nation's  largest  pure  no-load  mutual  fund  family 
and  a  leader  in  index  mutual  funds.  Among 
Vanguard's  many  advantages  are: 

•  No  sales  commissions  or  "12b-l"  fees. 

•  Dividends  may  be  reinvested  or  paid  quarterly. 

•  $3,000  minimum  initial  investment,  $500  for 
retirement  plans. 

Call  1-800-523-0992 

Any  Hour,  Any  Day. 

Ask  For  Your  Free 

Vanguard  Information  Kit. 

The  kit  contains  a  prospectus  with  more  complete  informa- 
tion on  distribution  charges  and  other  expenses.  Please  read 
it  carefully  before  you  invest  or  send  money. 


Important  InfcMination  About 
The  SubscriptkMi  Pierkxl 

To  allow  the  Fund  to  accumulate  sufficient  funds 
for  investment,  there  will  be  a  subscription 
period  for  Vanguard  Balanced  Index  Fund  from 
September  28  through  Novembers.  During  this 
period,  assets  will  be  invested  in  money  market 
instruments. 


TH^^cUi^iuardGROUP 

^^OF  INVESTMENT  COMPANIES , 


THEIUNDS 


Earnings  growth  is  good,  but  revenue  growth  is 
sometimes  even  better.  So  reasons  Richard  Aster,  whose 
small-company  fund  has  done  well  even  when  small 
companies  were  out  of  favor. 

Look  at 
the  top  line 


By  Mary  Beth  Grover 

"My  stocks  are  resting  this  year," 
says  Richard  Aster  Jr.,  the  52 -year-old 
manager  of  the  Larkspur,  Calif.-based 
Meridian  Fund  (assets  $23  million). 
Meridian,  which  specializes  in  compa- 
nies with  revenues  under  $500  mil- 
lion, is  down  4%  this  year  through 
August.  But  his  stocks  have  earned  a 
bit  of  a  rest:  Over  the  last  five  years, 
when  the  average  small-company 
fund  has  lagged  the  overall  market  by 
a  percentage  point  a  year.  Meridian's 
10.2%  average  annual  return  has  beat- 
en the  market  by  two  points. 

Aster's  tastes  are  a  little  different 
from  those  of  most  growth -stock 
managers.  The  usual  game  is  to  look 
at  growth  in  earnings.  Aster  is  more 
likely  to  focus  on  revenue  growth. 
Why.'  "We  look  for  situations  where 
the  intrinsic  business — not  just  the 
profit  margin — is  growing,"  he  says. 
He  looks  for  companies  that  have  a 
history  of  increasing  their  revenues  at 
least  15%  a  year.  Half  his  assets  are  in 
well-established  companies  like  Rich- 
mond, Va. -based  fiarniture  retailer 
Heilig-Meyers,  which  Aster  bought 
in  1988  at  a  split-adjusted  13.  "I 
think  this  company  can  knock  out 
15%  to  20%  revenue  growth  indefi- 
nitely," says  Aster.  "They  operate  in 
small  markets  where  there's  virtually 
no  competition."  At  a  recent  price  of 
31,  the  stock  sells  at  15  times  Aster's 
estimate  of  1993  earnings. 

Or  take  State  Street  Boston,  Aster's 
largest  holding.  State  Street  settles 
trades,  collects  income  and  keeps  rec- 
ords for  some  $500  billion  in  mutual 
fund  assets,  one-third  of  the  indus- 
try's total.  Aster  expects  revenues  to 
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Richard  Aster  Jr.,  Meridian  Fund  manager 
Sales  growth,  cash  and  a  few  highfliers. 


keep  growing  at  15%  for  the  next  few 
years.  He  latched  onto  the  bank  in 
1989  at  a  split-adjusted  14.  Recent 
price:  37. 

Aster  has  owned  Legg  Mason,  the 
Baltimore  securities  firm,  since  1990. 
"Most  people  look  at  Legg  Mason 
just  as  a  brokerage  firm,"  says  Aster, 
"but  they  manage  $11  billion  in  as- 
sets." He  figures  that  Ixgg  Mason's 
1 1  mutual  funds  and  its  institutional 
money  management  should  provide 
more  stable  growth  and  higher  profits 
than  the  commissions  and  interest 
spreads  that  most  other  regional  bro- 
kers depend  on.  Recent  price:  23,  or 
nine  times  trailing  earnings. 

Taking  courage  from  his  anchors  of 
cash  and  solid  revenue  growth.  Aster 
hauls  quite  a  few  airy  sails  aloft.  A 
third  of  Meridian's  assets  are  in  newly 
public  companies  that  he  feels  have 
great  potential.  One  example:  Bed, 


Bath  &  Beyond,  a  Springfield,  N.J 
based  retailer.  Aster  bought  into  tf 
chain  in  June,  when  it  came  public 
17.  "They  are  attempting  to  do  i 
home  furnishings  and  houseware 
what  Toys  "R"  Us  did  in  toys  ar 
what  Home  Depot  did  in  the  do-i 
yourself  market,"  he  says.  Aster  sa 
revenues  could  grow  at  around  25 
annually  for  the  next  few  years.  Be 
Bath  trades  at  23,  or  28  times  trailii 
earnings. 

Who  is  Rick  Aster?  After  workii 
for  the  federal  government  as  a  bai 
examiner  and  for  a  San  Francisco  br 
kerage  as  an  analyst  of  emergii 
growth  companies.  Aster  found 
Meridian  Fund  in  1984.  Countii 
private  and  institutional  clients, 
has  $120  million  under  managemei 

The  economies  of  scale  in  the  mo 
ey  management  business  are  such  tl 
small  managers  have  a  tough  tir 
competing  with  giant  fund  famili 
Aster's  fund,  for  example,  has  to  ov 
come  the  drag  of  a  1.8%  annual  « 
pense  ratio.  There's  really  only  o 
sector  of  the  fund  industry  wh(i' 
small  size  can  be  a  virtue  as  well  a 
disadvantage,  and  that's  in  managi 
portfolios  of  small-company  stoc 
Giant  mutual  flinds  simply  can't  t. 
meaningful  positions  in  the  small 
companies. 

Making  a  virtue  of  his  fund's  si 
Aster  holds  stakes  in  such  outfitsfi 
Credit  Acceptance  Corp.,  a  provi 
of  financing  for  used-car  bu\ 
(1991  sales,  $12  million),  and  ji 
Delta  Queen  Steamboat  Co.,  an  o\ 
ator  of  CRiise  ships  on  the  Mississi 
(1991  sales,  $62  million). 

Aster  has  kept  ahead  of  the  pac 
part  by  some  astute  market  timi  i 
Unlike  many  small-company  man 
ers  who  would  rather  sit  on  bro 
glass  than  cash.  Aster  often  and 
his  portfolio  with  big  blocks  of  m 
ey- market  instruments  and  Treasu 
In  1990,  with  small  companies  at 
times  earnings  despite  the  recess; 
Aster  added  liquidity  until  he 
stashed  40%  of  his  assets  in  cash 
Treasurys.  That  gave  Meridian  a  i 
ly  4%  positive  return,  while  the  .i 
age  small-cap  fund  lost  9.3%.  I  .ast 
Aster  felt  more  bullish  as  small  i 
panics  started  out  at  a  cheapci 
times  earnings.  He  finished  the 
with  20%  of  the  fund  in  cash  eqi 
lents,  but  still  returned  58%. 
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If  you  have  time  to  do  extensive  research 
on  worthwhile  investments,  read  this. 


a 


We'd  like  to  tell  you  about  one  of  the 
I  best  kept  secrets  in  the  world  of  business: 
Freddie  Mac.  You  may  recognize  the  name, 
.  but  you  probably  don't  know  who  we  are 
or  what  we  do.  Read  on.  The  facts  will 
surprise  you. 

First,  Freddie  Mac  is  a  publicly  held 
corporation.  We're  listed  on  the  New  York 
Stock    Exchange    (FRE), 
and  like  all  successful  cor- 
porations, we  work  hard 


FRE 


;o  be  efficient  and  competitive.  (See  the 
oox  below  to  find  out  our  ranking.) 


Freddie  Mac  buys  home  mortgages 
from  lenders,  packages  them  in  the 
form  of  securities,  and  sells  the  securities 
to  investors.  This  creates 
a  continuous  flow  of 
funds,  which  in  turn 
makes  mortgage  financ 
ing  more  available  and 
more  affordable.  That's 
how  we've  been  helping  more  Americans 
to  buy  homes  for  21  years.  It's  a  rewarding 
business  to  be  in. 

It's  also  rewarding  for  investors.  In 


4SO 

400 
360 
300 

/ 

.jf^ 

\^ 

A 

>' 

/ 

^ 

.^ 

1985             igee             19B7             I988             1989             1990             1S91     | 

Most  recent  net  income  (in  millions^. 

I99I.  our  net  interest  margin  (revenue 
base)  was  approximately  $1.5  billion.  Our 
net  income  was  $555  million.  And  our 
return  on  book  equity 
has  been  more  than 
20%  for  ten  straight 
years.  Which  brings  us 
to  the  bottom  line. 
Freddie  Mac  has  earned 
a  profit  21  years  in  a  row.  Of  course,  we'd 
be  happy  to  send  you  more  information, 
lust  write  to  us  at  8200  lones  Branch  Dr., 
Mail  Stop405.  McLean,  VA  22102.    ^ 
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If  you  re  in  a  hurry  to  learn  about 
a  terrific  investment,  read  this. 


We'll  make  this  quick.  The  terrific  invest- 
ment is  Freddie  Mac. 

Freddie  Mac  is  a  publicly  held  corporation, 
listed  on  the  New  ^rk  Stock  Exchange  (FRE). 
We  rank  11th  on  the  FORTUNE  list  of  the 
50  Largest  Diversified  Financial  Corporations. 

Here's  what  we  did  to  make  it  to  the  top  of 
the  list.  Freddie  Mac  purchases  home  mortgages 


and  packages  them  as  securities  to  sell  to 
investors.  This  keeps  mortgage  money  flowing, 
so  financing  is  more  available  and  more 
affordable.  Our  business  helps  more  Americans 
to  own  homes.  And  in  the  process.  Freddie  Mac 
has  earned  a  profit  for  21  straight  years.  Have  we 
piqued  your  interest?  There's  more  information 
above,  ik 
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8.45 
8.60 
8.38 
8.60 
9.50 
8.15 
8.30 


If  you  re  about  to  turn 
the  page,  read  this. 


Freddie  Mac  has  earned  a  profit  21  years  in  a  row. 
Maybe  you  should  read  the  rest  of  the  page.    A 
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STEADY  FREDDIE 
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Freddie  Mac  t  \ 

THE  IDEA  BEHIND  ONE  IN  EIGHT  AMERICAN  HOMES 
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THE  FUNDS 


L.  Roy  Papp  aims  to  buy  beautiful  companies 
in  liomely  industries. 

Lessel  is  more 


1 


By  William  P.  Barrett 

In  this  era  of  funds  with  marketing- 
driven  monikers  like  Flex-Funds, 
Maxus  and  Omni,  the  L.  Roy  Papp 
Stock  Fund  has  to  be  one  of  the 
homeliest-sounding  mutual  hind 
names  in  America.  Instead  of  a  snappy 
computer-generated  logo,  the  fund's 
prospectuses  and  share  certificates 
show  the  balding  mug  and  portly 
frame  of  manager  L.  (for  Lessel)  Roy 
Papp,  scrawled  by  popular  artist  Le- 
Roy  Neiman. 

Not  a  pretty  picture?  On  the  con- 
trary. This  little  Phoenix-based  no- 
load  (assets  over  $17  million)  has, 
since  its  opening  three  years  ago,  aver- 
aged a  return  of  18%  a  year  in  1990 
and  1991,  to  the  market's  13.7%.  So 


Fund  manager  L.  Roy  Papp  with 

Charles  Keating's  briefcase 

"A  reminder  not  to  get  piggy." 


far  this  year  Papp  is  up  3.5%  in  a 
declining  market. 

Papp's  expense  ratio:  1.25%  of  as- 
sets, not  bad  for  a  midget  fiind.  And  it 
has  none  of  those  annoying  redemp- 
tion or  12(b)- 1  fees.  Says  Papp,  "It's 
as  clean  as  we  could  make  it." 

And  Papp  manages  his  fund  as  un- 
glamorously  as  he  markets  it.  He  usu- 
ally avoids  both  huge  blue  chips  and 
small,  hot  companies  without  a  long 
record.  Scoffing  at  predicting  interest 
rates  and  market  cycles,  Papp  remains 
99%  invested  in  stocks.  "I'm  nervous 
in  cash,"  he  says. 

Papp  looks  for  lesser-known  firms 
dominant  in  their  industries,  with 
long  records  of  earnings  and  dividend 
increases  and  next  to  no  debt.  He 
keeps  buying  a  stock  so  long  as  it 
seems  cheap.  Papp's  portfolio  features 
Marshall  Industries,  an  El  Monte, 
Calif -based  electrical  component  dis- 
tributor; Hartford  Steam  Boiler  In- 
spection &  Insurance,  the  Connecti- 
cut industrial  insurer;  and  Service 
Corp.  International,  the  Houston- 
based  undertaker  chain. 

A  handfiil  of  blue  chips  in  popular 
industries  meet  his  criteria,  such  as 
Anheuser-Busch  and  Merck.  But 
more  typical  is  the  strong  company  in 
an  unglamorous  industry.  In  banking, 
he  has  State  Street  Boston;  in  tires, 
Bandag. 

Papp  likes  to  keep  what  he  buys. 
His  annual  turnover  is  just  20%,  a 
quarter  that  of  the  average  U.S.  equity 
fund.  Mistakes?  He's  made  a  few. 
Papp  took  a  hit  on  PS  Group,  the  now 
troubled  San  Diego-based  chemical 
maker  and  "aircraft  lessor  that  had 
been  the  darling  of  Warren  Buffett 
{¥oRB¥\  June  24,  1991). 

"Wc  violated  our  own  guidelines  in 
buying  that,"  Papp  laments,  although 
he  thought  its  core  businesses  were  in 
better  shape.  And  the  hind  is  a  little 
behind  on  Crawford  &  Co.,  the  At- 


lanta insurance  management  firm 

Papp  hails  from  Trenton,  N.J.  At't 
getting  an  undergraduate  degree 
economics  from  Brown  and 
M.B.A.  from  Wharton,  he  spent 
years  at  Chicago's  money  manag 
ment  firm  Stein  Roe  &  Farnhai 
rising  to  be  a  senior  partner.  He  left 
1975  to  help  run  the  U.S.  gover 
ment's  Asian  Development  Bank 
Manila  for  two  years. 

Looking  for  a  warm  climate  th 
would  be  easy  on  his  wife's  arthrit 
Papp  ended  up  in  Phoenix,  where 
founded  L.  Roy  Papp  &  Associa^ 
and  started  investing  for  private  c 
ents  and  institutions.  From  his 
filled  offices  (where  the  original  I 
Roy  Neiman  sketch  hangs)  he  ovt 
sees  about  $600  million,  equal  pa 
institutional  and  individual  monit 
His  personal  portfolio  includes  a  s 
nificant    stake    in    15th-century 
19th-century  Chinese  art. 

He  launched  the  Papp  Stock  Fu 
to  accommodate  friends  and  relafi- 
of  his  deeper-pocketed  clients.  Mi 
mum  investment:  $10,000  ($2,0 
for  an  IRA ).  Papp,  who  does  no  adv 
tising,  figures  80%  of  his  fund  custo 
ers  live  around  Phoenix. 

But  Papp  does  not  think  the  wo 
stops     there.     Last     December 
opened   a   second   fimd,   the   Pj 
Ajnerica- Abroad  Fund.  It  plays 
international  scene  by  investing  mc 
ly  in  U.S. -based  companies  with  m 
than  25%  of  their  sales,  earnings 
assets  overseas.  Papp  figures  he  ^ 
SHc:  reporting  rules,  accounting 
understands,  and  no  hassles  with  c 
rency  conversion  or  rigged  fore 
stock  markets.  The  $3.9  million  pc 
folio    includes    Wm.    Wriglcy 
McDonald's  and  Reader's  Digest 
sociation.       Through       Septeml 
America-Abroad  is  up  1.39%,  vci 
-6.8%  for  Morgan  Stanley  Ca[ 
International's  World  Index. 

Papp  staffs  his  operation  with  f.| 
ily.  His  son,  daughter  and  dau 
in-law  work  there.  Son   Harry, 
firm's  38 -year-old  president,  is 
off  the  old  block.  He  paid  $5 
bankruptcy  auction  for  tlie  bri 
of  savings  and  loan  swindler  C 
H.  Keating  Jr.  The  battered 
monogrammed  "C.H.K.  Jr.," 
the  floor  in  a  corner  of  Harry 
office.  Says  he:  "It's  a  reminder 
get  piggy." 
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Janus  Funds  proudly  introduces 
three  new  funds. 


Growth  Fund 


Janus  Enterprise  Fund'' 

— the  mid-cap  investment 

Emphasizes  investments  in  the  common  stock  of  companies  with  a  market 
capitalization  of  between  $1  billion  and  $5  billion.  The  Fund's  portfolio  may  also  consist  of 
holdings  in  larger  and  smaller  companies,  as  well  as  other  securities. 


Balanced  Fund 


Income  Fund 


Janus  Balanced  Fund'' 

— long-term  growth  balanced  by  current  income 

Invests  its  assets  in  both  equity  and  fixed  income  securities.  The  Fund  is  designed 
for  investors  wishing  to  partiffipate  in  both  the  equity  and  debt  markets  through  an 
investment  that  balances  its  growth  objective  by  investing  in  income-producing  debt 
securities.  Income  dividends  are  paid  quarterly. 

Janus  Short-Term  Bond  Fund'"" 

— regular  income  through  fixed  income  investments 

Seeks  as  high  a  level  of  current  income  as  is  consistent  with  preservation  of  capital 
by  investing  primarily  in  short-  and  intermediate-term  fixed  income  securities.  The  average 
maturity  of  the  Fund's  debt  securities  will  normally  be  less  than  three  years  and  not  more 
than  five  years.  Income  dividends  are  paid  on  the  last  business  day  of  each  month. 

We  believe  these  new  funds  will  offer  you  a  better  opportunity 
to  diversify  your  investment  portfolio  with  Janus. 


Janus  Funds 

P.O.  Box  173375 

Denver.  CO  80217-3375 

1-800-525-8983,  ext.  411 


Ygs!  I  woui"'  like  more  information  about  the  new  Janus  Funds. 
Please  send  me  a  prospectus  for 

D  Janus  Enterprise  Fund^^' 

n  Janus  Balanced  Fund'''^ 

D  Janus  Short-Term  Bond  Fund''"' 


Please  read  the  prospectus  carefully 
before  you  invest. 


Send  to; 

Janus  Funds 

RO.  Box  173375 
Denver,  CO  80217-3375 
1-800-525-8983,  ext  411 
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Growth  investors  and  value  investors  are  usually 
worlds  apart  in  their  stock  selections,  but  a  few 
companies  have  some  attractions  for  both  camps. 

The  best 

of  both  worlds^ 


By  Eric  S.  Hardy 

Growth  and  value  play  tug-of-war  on 
Wall  Street.  Growth  investors  will  pay 
a  ver\'  high  multiple  of  a  company's 
book  value  (assets  minus  liabilities) 
and  of  its  earnings,  provided  the  com- 
pany is  rapidly  growing.  Better  a  po- 
tential Wal-Mart,  they  reason,  even  if 
you  ha\e  to  pay  dearly  to  get  in,  than 
the  next  Bethlehem  Steel.  Value  in- 
vestors, who  st\'le  themselves  after  the 
late  Benjamin  Graham,  want  bar- 
gains: companies  with  low  price/ 
book  and  low  price/earnings  ratios. 
They  put  little  stock  in  projections  of 
the  fliture. 

Is  it  possible  to  find  stocks  that  have 
some  merit  to  both  investor  factions? 
We  screened  the  Value  Line  database 


looking  for  inexpensive  growth. 
More  specifically:  companies  that  are 
trading  at  no  more  than  twice  book, 
yet  that  have  at  least  tripled  their  book 
value  per  share  over  the  past  decade. 

Loews  Corp.  is  one  of  these.  This 
tobacco  (Kent  and  Newport)  and  fi- 
nance (CXA  Financial)  firm  is  trading 
at  a  mere  1 .4  times  book  value,  which 
makes  it  cheap  by  today's  standards: 
The  average  stock  is  at  2.3  times 
book.  But  Loews  is  no  growth  lag- 
gard. Its  book  value  has  climbed  bet- 
ter than  sixfold  since  1982. 

In  figuring  book  value  growth,  we 
added  back  to  ending  book  value 
cumulative  dividend  payments  during 
the  ten  years,  so  companies  were  not 


Book  sale 

Company/business 

Recent 

Price/ 

Book 

Price/ 

Price/ 

Yield 

Market 

price 

book' 

value 

earnings 

estimated 

value 

growth^ 

earnings^ 

none 

($mil) 
$780 

Alleghany/title  insurance 

iigvz 

1.1 

258% 

10.5 

12.9 

Bowne  &  Co/printing 

1478 

1.8 

208 

9.4 

9.5 

2.0% 

255 

Colonial  Cos/accident  &  life  insurance 

27 

1.4 

263 

9.7 

11.0 

2.7 

416 

Cubic/precision  instruments 

141/2 

0.6 

247 

9.7 

5.3 

3.7 

89 

Fab  Industries/warp  knit  fabrics 

27y2 

1.6 

252 

10.1 

9.6 

1.8 

170 

Loews/multicompany 

120 

1.4 

563 

8.3 

11.0 

0.8 

7,812 

Mercantile  Stores/department  stores 

30% 

0.9 

276 

11.8 

10.6 

3.4 

615 

Raytheon/aerospace 

A3V* 

1.7 

273 

9.4 

9.0 

3.0 

5,820 

Rockwell  International/aerospace 

25y2 

1.4 

296 

12.1 

10.2 

3.6 

5,642 

Safeco/insurance 

5278 

1.5 

294 

11.9 

13.3 

3.1 

3,320 

Salomon/brokerage 

36y4 

1.3 

215 

11.7 

11.4 

1.7 

4,230 

Savannah  Foods'sugar 

15V2 

1.8 

430 

13.1 

12.7 

3.4 

410 

Selective  Ins  Group/prop  &  cas  insur 

20 

1.0 

275 

8.6 

10.2 

5.6 

267 

Tandy/retailing 

25% 

1.2 

353 

12.1 

9.7 

2.3 

1,642 

Weis  Markets/supermarkets 

24 

1.6 

311 

13.8 

13.3 

2.8 

1,055 

'Based  on  stated  book  value  as  of  latest  fiscal  year-end. 

'Percent  increase  in  book  value  per 

share,  1982-92,  with  dividend  payments  during 

the  decade 

added  back  to  ending  book  value.    'Recent  price  divided  by  estimated  earnings  for  current  fiscal  year. 

Sources:  Value  Line  Database  Service  and  Institutional  Brokers  Estimate  System,  via  Lotus  One  Source. 

penalized  for  liberal  payouts.  All  rh 
companies  shown  trade  at  less  than  ! 
times  trailing  earnings — fairlv  ch. 
in  a  market  whose  average  P/E,  counij 
ing  only  profitable  companies,  is  17 

We  eliminated  companies  vith  a 
increase  in  shares  outstanding  ourin 
the  decade,  since  they  can  show 
growth  in  book  value  without  an 
improvement  in  their  operations.  W 
also  excluded  companies  with  moi 
than  one -third  of  stated  book  vali 
taking  the  form  of  intangibles. 

By  itself,  a  low  price/book  ratio  i 
hazardous  guide  to  finding  birga 
stocks.  In  1981  Bethlehem  Ste 
looked  cheap  at  half  book,  but  tl 
book  value  collapsed  in  half  after 
year  of  heavy  losses.  If  book  valve  hj 
been  growing  strongly,  however  it 
unlikely  that  a  company  is  on  tl 
verge  of  collapse. 

One  of  the  cheapest  stocks  ir  tl 
table  is  Mercantile  Stores,  which  a\ 
99  full-line  department  stores  ii.  . 
South     and     Midwest.     Mercaiti 
which  sells  for  a  bit  less  than  bo< 
value,  also  looks  cheap  based  on 
below- market  P/E  of  12  and  hit:;! 
than  average  dividend  yield  of  v- 
This  is  no  Wal-Mart:  Earnings  n  ci 
doubled  between   1981   and   .9^ 
and  have  been  declining  recently  1 
neither  is  this  financially  strong  jo  , 
pany  any  Bethlehem  Steel.  Ii 


These  compa- 
nies are  all  tridi 
at  less  than 
twice  book,  y«t 
they  have  deliv- 
ered impressJTi 
gains  in  book 
ue  in  the  past 
are  also  cheap 
in  relation  to 
their  earnings 
prospects.      | 
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YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


cation  in  your  own  private  paradise.  As  tropical, 
laint,  as  secluded  as  any  undiscovered  island, 
da,  a  Forbes  Magazine  South  Pacific  Property  - 
erfect  island  resort. 

3y  our  spectacular  sun-drenched  beaches  m  all 
secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.    Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 
e  who  want  the  ultimate  vacation  experience  - 
?iest  amenities  without  the  formalities.  Go  deep 
^hing  on  board  the  island's  private  fishing  boat.  If 
/ish,  our  master  chef  will  prepare  your  catch  for 
dining  pleasure.  Dive  in  azure  waters,  world 
/ned  for  the  beauty  and  abundance  of  their 
al  fish  and  the  marvel  of  their  coral  reefs. 


.^v7%W 


^mi 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often    W^'  ■'-"SW  .^_ 

as  you  wish  at  NO  =^  ^._^__=^-^^ 

EXTRA  COST.  i  -   --s^ 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  infonnation  Avrite  to: 
Errol  Ryland,  Manager,  5  LA4 
Box  149,  Fort  Garland,  CO 
81133,  or  caU  1  800  FORBES-5. 
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How  can  all 
bond  insurance 
be  the  same, 
if  all  bond 
insurers  aren't? 


While  niimicipal  bonds 
are  considered  the 
safest  of  investments 
after  treasuries,  some  invest- 
ors are  still  concerned  about 
their  safety,  and  even  about 
the  bond  insurance  thaf  guar- 
antees many  of  them. 

\\  hile  that  guarantee  of 
unconditional,  irrevocable, 
on-time  paMuent  of  principal 
and  interest  is  identical  for  all 


sidian-  of  one  of  the  world's 
largest  and  most  financially 
successful  companies.  And, 
FGIC  is  the  o/?/vbond  insur- 
ance company  aw  aided 
Triple-A  ratings  bv  all  three 
ratmg  agencies  -  Mootlv  s. 
Standard  6c  Poors,  and  Fitch. 

Because  FGIC  s 
Aaa/AAA/AAA  insurance 
makes  a  bond  more  liquid 
and  the  securitv  it  provides 


the  major  bond  inMUi(Ms. 
bond  insurance  com|)anies 
themselves  do  difler  substan- 
tiallv.  Financial  sir(>nglh.  rat- 
ings, business  siralejjies.  and 
even  ownershij)  of  bond 
insurance  companies  are  all 
im|)()rtaiit  factors  in  making 
an  informed  judgement  about 
whether  the  promise  to  pay  is 
more  durable  in  the  case  of 
one  bond  insui'cr  than  another 

I'inancial  (guaranty 
Insurance  (iompany  is  one  of 
the  leading  bond  insurers.  We 
are  well-known  for  ajtplying 
the  most  stringent  cicMlii  cri- 
teria in  deciding  w  hich  bonds 
we'll  insure.  We're  the  only 
insurer  w  ith  a  liiple- A  rated 
pareiu  comijan).  (Jl'.  (^a|)ital, 
the  financial  services  sub- 


that  mucli  more  reliable. 
FGIG -insured  bonds  are  an 
ideal  investment  for  any  bal- 
anced portfolio.  And  in  these 
troubled  tunes,  when  it  seems 
nothing  can  be  depended  on, 
that  is  a  ver\^  good  invest- 
ment indeed. 

lor  more  infonnation  iil)oiii 
FXilCZs  Aaa/AiXAAAA  insured 
bomls.  call212-;312-;3000. 


FGIC 

A  GE  Capital  Company 
Tomorrow's  security. 
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pu  are  nervous  about  switching  to  long-term  bonds, 
e's  a  way  to  improve  your  aftertax  return 
h  almost  no  additional  risk. 


eward 
ithout  Hsk 


m  WEBERMAN 


3berman  is  a  columnist 
IBES  magazine. 


Itive  bargains  in  bonds  can  be 

|l  right  now  in  short-maturity 

)r  mutual  funds  that  have  short- 

jmaturity  objectives. 

jrchasing  so-called  prereflinded 

ities,  for  instance,  you  can  get 

i^ear  AAA-rated  tax-free  bonds 

lave  yields  almost  as  great  as  the 

on  two-year  Treasury  notes. 

axable  equivalent  yield  is  at  least 

gain  that  of  Treasurys. 

lat's  a  prerefunded  security?  As 

:st  rates  have  fallen,  lots  of  state 

3cal  governnients  are  stuck  with 

mding  high-cost  debt  that  can't 

lied  now  for  redemption.  The 

on  is  to  prerefund,  by  offering  a 

)ond  issue.  The  proceeds  go  to 

J.S.  Treasury  securities  that  ma- 

t  the  same  time  as,  and  serve  as 

eral  for,  the  older  outstanding 

Now  backed  by  Treasurys,  the 

issue  gets  an  AAA  rating. 

this  market  two-year  prerefiind- 

)nds  are  available  at  prices  to 

3.5%  to  3.75%  free  of  federal 

le  tax,  and  also  are  exempt  from 

ncome  tax  in  the  state  of  issue.  A 

car  Treasury  pays  3.7%,  subject 

Ileral  income  tax.  Going  out  to 
years,  the  prerefunded  tax-free 
returns  4%  to  4.25%,  while  the 
:  ■  October  26,  1992 
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three-year  Treasury  returns  4.4%. 

Samuel  Ramirez,  president  of  a 
municipal  bond  firm  in  New  York 
bearing  his  name,  points  to  the  New 
York  City  general  obligations  that 
have  been  prerefimded  to  1994,  and 
Metropolitan  Transit  Authority  debt, 
also  due  in  1994,  with  both  priced  to 
yield  3.5%  until  call  date.  The  New 
York  City  10.25s  due  August  2013 
and  prerefunded  to  Feb.  15,  1994, 
when  they'll  be  called  at  103,  are 
trading  at  IIP/4.  The  MTA  9.88s  due 
July  2017  and  prerefiinded  to  July  1, 
1994  to  be  called  at  102  are  trading  at 
1 I2V2.  Ramirez  says  these  issues  are  of 
highest  quality  and  have  little  credit 
risk.  But  they  are  not  marketable  ex- 
cept at  considerable  price  discount, 
don't  have  Federal  Deposjt  Insurance 
Corp.  insurance  and  carry  modest 
price  sensitivity. 

One  drawback  of  these  issues  is 
that,  thajiks  to  their  high  coupons — 
the  reason  for  the  refunding — they 
carry  a  premium  price.  The  higher  the 
coupon,  the  greater  the  premium.  As 
an  example.  Palm  Beach  County,  Fla. 
7.45s  due  2001  and  prerefunded  to 
Aug.  1, 1995,  when  they  can  be  called 
at  103,  are  trading  at  llP/s  to  yield 
4%.  On  the  other  hand,  high-coupon 
Washington  Public  Power  Supply 
System  14.75s  due  2011  but  prere- 
funded to  Aug.  1,  1995  at  a  call  price 
of  102  trade  at  129%  to  yield  4.25%. 
(Loss  in  price  is  not  a  deduction  for 
income  tax  purposes.) 

Don't  want  to  bother  with  individ- 
ual issues?  Check  out  a  short-term 
bond  fund.  The  Merrill  Lynch  Mu- 
nicipal Bond  Fund  Limited  Maturity 
portfolio  is  one  of  the  most  conserva- 
tively managed  short-term  funds,  ac- 
cording to  mutual  fund  publisher 
Morning^':ar,  Inc.  There's  a  front-end 


load,  but  it's  a  reasonable  0.75%,  with 
annual  operating  expenses  a  low 
0.40%.  The  fund's  portfolio  manager, 
Vincent  Giordano,  is  permitted  to 
buy  issues  with  a  maturity  out  to  4 
years  and  must  maintain  an  average  2- 
year  maturity.  Yield  opportunities  are 
sought  in  issues  that  are  "cheap"  to 
the  market.  The  two  biggest  state 
representations,  for  this  reason,  are 
Florida  and  Texas.  The  quality  of 
holdings  ranges  from  AAA  to  BBB. 
W^ith  an  average  effective  maturit}'  of 
1.9  years,  the  current  yield  is  4.15%, 
but  the  distribution  rate  is  4.38%. 

Theresa  Havell,  director  of  fixed- 
income  investing  at  Neuberger  & 
Berman,  has  been  focusing  lately  on 
very  short  maturity  issues.  The  no- 
load  Neuberger  &  Berman  Ultra 
Short  Bond  Fund,  for  example,  re- 
stricts issues  to  those  with  a  maximum 
average  maturity  of  12  months. 

Right  now  the  average  effective 
maturity  is  9V2  months  and  the  cur- 
rent yield  is  3.07%,  or  one-quarter 
percent  better  than  on  a  bill  of  similar 
life.  More  than  half  the  Ultra  Short 
portfolio  consists  of  Treasurys,  while 
the  remainder  is  divided  between 
high-grade  commercial  paper  and 
Federal  Housing  Agency  issues. 

For  a  slightly  longer  maturity  and 
higher  yield,  consider  Neuberger  & 
Berman's  Limited  Maturity  Bond 
Fund.  In  this  fimd,  which  has  an 
average  maturity  of  3.3  years  and  a 
current  yield  of  5.16%,  Havell  takes  a 
contrarian  approach,  buying  out-of- 
favor  securities. 

Right  now  she's  stocking  up  on 
mortgage -backed  securities  pools 
such  as  Ginnie  Maes.  Since  July,  when 
mortgage  prepayments  accelerated 
substantially,  institutional  holders  of 
mortgage  pools  have  been  heavy  sell- 
ers, clogging  the  supply  and  raising 
yield  spreads  as  compared  with  like- 
maturity  Treasurys.  Back  in  January 
Ginnie  Mae  8%  pools  traded  to  yield 
70  to  80  basis  points  more  than  ten- 
year  Treasurys.  That  spread  has  now 
opened  to  100  basis  points.  Premium 
mortgage  pools,  which  have  shorter 
average  lives,  have  moved  from  a 
spread  of  90  basis  points  back  in  April 
to  174  basis  points  now. 

Bottom  line:  With  almost  no  risk, 
these  short-term  tax-exempts  pro- 
duce a  much  better  aftertax  yield  than 
do  CDS  or  taxable  money  funds.     ^M 
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To  save  my  readers  money— and,  more  important, 
time— I  have  waded  through  32  recent  investment 
books.  Here  are  the  ones  worth  reading. 

Profitable 


reading 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  He  has  written  two  books:  The 
Wall  Street  Waltz  and  Super  Stocks. 


With  Christmas  still  eight  weeks 
away,  here's  my  gift  to  you  now:  a 
listing  of  good  new  investment  books 
for  yourself  or  as  gifts  for  friends  and 
relatives.  Plus  some  books  to  avoid 
wasting  time  and  money  on.  If  you 
think  I  didn't  work  hard  to  prepare  for 
this  column,  you  have  no  idea  how 
many  dreadftil  books  I  had  to  read. 

I  cameoed  my  alltime  favorites  in 
two  columns — June  3, 1985  and  Apr. 
4,  1988 — see  your  library's  old 
Forbes  for  those  shopping  lists.  Now 
I  catch  up  on  more  recent  ones,  hav- 
ing read  32  in  all.  Here  are  the  best 
from  the  Class  of  '92 . 

The  Practical  Forecasters^  Almanac 
by  Edward  Renshaw  (Business  One 
Irwin,  $24.95)  will  help  anyone,  nov- 
ice or  professional.  Renshaw  simpli- 
fies 137  indicators,  like  inventory-to- 
sales  ratios  and  interest  rates.  My  only 
gripes:  His  writing  is  dull,  and  you 
could  see  his  points  better  if  many  of 
his  tables  were  graphs. 

I  never  cared  for  Martin  Mayer's 
books  and  in  his  newest.  Stealing  the 
Market  (Basic  Books,  $23),  I  dislike 
his  views,  but  love  the  book.  Ignore 
his  wrong  and  reactionary  views, 
which  suppose  Uncle  Sam  can  best 


discern  how  Wall  Street  should  work. 
You  know  better.  But  read  it  for  a 
great  account  of  changes  in  Wall 
Street  methodology.  You  will  be 
more  in-the-know  on  contemporary 
key  evolutions  Hke  AutEx,  Instinet, 
the  Dot  and  SuperDot  and  much 
more.  It  is  fiill  of  fascinating  nuts- 
and-bolts  histor}'  worth  knowing. 

Relative  Dividend  Yield  by  Antho- 
ny E.  Spare  with  Nancy  C.  Tengler 
(John  Wiley  &  Sons,  $39.95)  intro- 
duces the  concept  of  investing  via 
relative  dividend  yield — a  new,  valid 
approach  to  value  investing — of 
which  Spare  was  a  pioneer.  Any  value 
investor  should  know  about  it.  But 
like  any  single  "system,"  it  isn't  a 
panacea.  Spare  and  Tengler,  of 
course,  run  a  shop  based  on  the  con- 
cept. I  have  known  and  respected 
Tony  Spare  as  a  friend  for  20-plus 
years,  so  this  is  hard  to  say,  but  his 
writing  is  drier  than  you  deserve. 

Global  Investinjf^  edited  by  Sumner 
N.  Levine  (Harper  Business,  $50),  is 
yet  another  Levine  tour  de  force, 
blanketing  a  vast  subject,  and  this 
time  in  only  652  pages.  While  the 
book  was  intended  for  professionals, 
anyone  tuned  to  this  trendy  subject 
will  benefit  from  this  new  bible.  With 
chapters  from  a  host  of  leading  lumi- 
naries like  Robert  Arnott,  Geoffrey 
H.  Moore  and  Fischer  Black,  and 
ranging  in  subjects  from  analysis  to 
techniques  to  specific  countries,  this 
book  is  hard  to  skip. 

Wealth  101  by  John- Roger  & 
Peter  McWilliams  (Prelude  Press, 
$19.95)  isn't  on  market  techniques 
but  the  psychology  of  wealth,  both 
getting  and  keeping  it.  It  is  fiin,  fun- 
ny, and  full  of  piercing  quotes  and 
insightful  wisdom.  At  times  it  is  too 
cynical.  But  it  will  boost  your  comfort 


with  money  and  managing  it. 

Few  folks  embrace  turf  as  tough 
Bankruptcy  Investing  by  Ben  Bran 
and  Hugh  Ray  (Dearborn  Financi 
$22.95).  But  this  book  simplifies 
usually  hard-to-fathom  field. 

Gerald  Krefetz's  The  Basics  ofSto 
and  The  Basics  of  Bonds  (Dearbc 
Financial,  $16.95  each)  are  perfect 
first- time  or  soon -to- be  investc 
These  two  cover  all  the  basic  si 
subjects  with  overview — and  withe 
heavy  biases,  which  is  rare.  The  gl' 
saries  alone  are  valuable  for  novict 

The  Money  Bazaar  by  newly  arn^  ^ 
Forbes  columnist  Andrew  Kric 
(with  Edward  Claflin,  Times  Boo^ 
$22)  explains  currency  trading.  T 
fijn,  fast  and  breezy.  Krieger  has  bt 
there,  trading  billions  of  bucks — a 
other  moneys.  This  is  his  insid  " 
view  of  a  trillion-doUar-a-week  n 
ket  that  impacts  everyone  on  earth 
story-book  fashion  you  learn  lu 
like  the  cable,  handle,  fill,  spot,  j.; 
lady  and  how  to  "square  up."        y 

Among  1992's  financial  plain 
books  Paul  Merriman's  Investing  > 
a    Lifetime    (Business    One    In'i 
$24.95)  and  Mike  Stolper's  Wc 
(Harper  Business,  $20)  are  good,  « 
sell   between-thc-lines  too  hard  j 
their  advisory  services.  My  pick  of  | 
litter  is  Get  Rich  Slowly  by  Will  t 
Spitz  (Macmillan,  $23).   He  li 
better  background,  covers  more 
isn't  selling  anything.   Besides,  i 
easy  to  read  and  makes  simple  sen 

Capital  Ideas  by  Peter  Bern 
(Free  Press,  $24.95)  and  Mori: 
the  Mind  by  James  Grant  (Fa 
$27.50)  both  attracted  lots  of  fi 
able  notice  in  the  press,  but  an 
to  mislead  you.  They  package  hi- 
and  phony  sophistication  to  i 
perversely  wrong  ideas. 
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ipose  you  had  known  in  advance  which  adviser  would 
it  most  from  the  1987  crash.  Would  it  have  paid 
to  follow  him  long  term?  No— and  here's  why. 


shooteirs 


lARK  HULBERT 


ulbert  is  editor  of  the  Alexandria,  Va.- 
■iulbert  Financial  Digest.  His  newest 
The  l-iulbert  Guide  to  Financial 
otters  (New  York  Institute  of  Finance). 


fNE  THAT  THE  devil  made  us  an 
It  the  summer  1987  bull  market 
In  return  for  advance  knowl- 
that  the  worst  crash  in  stock 
:t  history  would  take  place  in 
3er  of  that  year  and  the  chance  to 
in  adviser  who  would  actually 
money  during  that  crash,  we 
agree  to  only  one  condition:  We 
stick  with  whichever  adviser  we 
ie  for  the  next  five  years.  Would 
ors  have  taken  the  devil's  offer 
gust  1987? 

ging  by  my  audiences'  respons- 
"ing  a  recent  five-state  speaking 
nany  would  have  jumped  at  the 
The  impression  I  got  is  that 
ors  remain  as  preoccupied  as 
with  the  belief  that  avoiding 
iters"  like  the  1987  crash  is  of 
lount  importance.  I  think  they 
ong. 

y  would  they  have  been  wrong.^ 
ding  to  the  Hulbert  Financial 
investment  letter  monitoring 
;,  investors  actu^ly  would  have 
better  sticking  with  a  money 
t  fiind  than  with  accepting  the 
>  oft'er  to  choose  advisers  that 

I  do  well  during  the  crash.  From 
t  1987  through  August  1992, 


they  would  have  achieved  a  total  re- 
turn of  just  6.8%.  (Note  that  this  6.8% 
even  includes  the  gains  these  letters 
realized  during  the  crash.) 

By  contrast,  those  letters  that  not 
only  lost  money  during  the  crash  of 
1987  but  actually  lost  more  than  the 
market  itself,  produced  an  average 
return  over  this  five-year  period  of 
25.3% — or  about  four  times  as  much 
as  those  who  did  well  during  the 
crash.  The  conclusion  is  obvious: 
Short-term  performances,  even  those 
during  periods  as  momentous  as 
October  1987,  are  of  litde  help  in 
picking  an  adviser. 

Instead  of  worrying  about  how  to 
protect  themselves  against  crashes,  I 
think  investors  should  worry  about 
something  else:  "risk- adjusted  per- 
formance"— which  I  will  explain  and 
define  below. 

I  have  just  completed  an  exhaustive 
Hulbert  J^inancial  Digest  study  into 
statistical  patterns  in  its  12 -year  data- 
base of  investment  letter  perfor- 
mances: The  best  bets  are  those 
whose  performances  over  at  least  five 
years  rank  the  highest  according  to  a 
measurement  known  as  the  Sharpe 
Ratio.  Named  after  Nobel-prize-win- 
ning Stanford  Professor  William 
Sharpe,  this  ratio  adjusts  a  portfolio's 
return  for  its  volatility  (the  academics' 
proxy  for  risk). 

An  investor  would  have  done  quite 
well  using  this  risk-adjusting  Sharpe 
Ratio  to  pick  an  adviser  at  the  1987 
peak — or  at  any  other  time  over  the 
last  12  years.  If  he  chose  among  those 
letters  whose  Sharpe  Ratios  were 
ahead  of  the  market  over  at  least  the 
previous  five  years,  his  August  1987- 
August  1992  performance  would 
have  been  38.3% — or  almost  six  times 
more  than  could  have  been  achieved 
by  accepting  the  devil's  deal. 
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Which  means  we  should  choose 
those  investment  advisers  who  have 
beaten  the  market  over  the  long  term 
on  a  risk-adjusted  basis — not  those 
who  happened  to  do  well  predicting 
a  particular  event.  Of  the  21  letters 
the  HFD  has  followed  since  1980, 
those  whose  Sharpe  Ratios  are  above 
the  market's  are,  in  order:  Charles 
Allmon's  Growth  Stock  Outlook,  Mar- 
tin Zweig's  Zwei£i  Forecast,  Dan  Sul- 
livan's The  Chartist,  and  the  Value 
Line  Investment  Survey.  The  lesson 
of  the  crash  of  1987  is  that  these 
letters  are  better  bets  for  the  next  five 
years  than  their  poorer-performing 
brethren.  And  they  are  even  better 
bets  than  those  who  may  succeed  in 
making  spectacular  short-term  calls 
along  the  way. 

Right  now,  the  consensus  stock 
market  view  among  these  four  letters 
is  caution:  Their  portfolios  currentiy 
have  an  average  of  44%  in  cash. 

When  these  superior  performers  do 
choose  stocks,  which  ones  do  they 
choose?  No  fewer  than  14  stocks  ap- 
pear more  than  once  among  the  lists 
of  stocks  these  four  letters  recom- 
mend. These  14  form  a  very  diverse 
group.  Only  two  of  the  stocks  are  in 
the  same  industry:  Bandag  (recent 
price:  60)  and  Cooper  Tire  &  Rubber 
(28),  both  of  which  manufacture 
tires.  The  remaining  stocks  that  are 
popular  among  the  top  performers 
are  alza  (recent  price:  40,  pharma- 
ceutical products),  Coca-Cola  (39, 
soft  drinks),  Dibrell  Bros.  (32 — o-t-c, 
tobacco),  Echlin  (19,  auto  parts), 
Fruit  of  the  Loom  (44,  underwear). 
Home  Depot  (54,  home  products 
and  repair),  Mattel  (24,  toys),  Mellon 
Bank  (44,  banking).  Reader's  Digest 
(52,  the  magazine),  Servicemaster 
(26,  industrial  services),  United 
Healthcare  (51,  health  care  manage- 
ment) and  Werner  Enterprise  (18 — 
o-t-c,  trucking). 

While  the  rest  of  the  world  this 
month  commemorates  the  fifth  anni- 
versary of  the  1987  crash,  the  wise 
investor  will  focus  instead  on  the  long 
term  and  on  risk-adjusted  perfor- 
mance. Just  remember:  Even  if  you 
could  predict  whether  and  when  an- 
other crash  were  coming,  you  would 
not  do  as  well  over  the  long  term  as 
you  would  do  by  following  advisers 
with  long-term  risk/reward  ratios 
better  than  the  market's.  ^ 

299 


ST0COREMDS««s 


MONEY  &  INVESTMENTS 


Here  are  four  ways  to  play  the  emerging 
growth  business  of  clinical  testing. 

Testing, 
testing . . . 


R.S.  Salomon  Jr.  is  chairman  and  chiei  executive 
of  Salomon  Brothers  Asset 
Management  Inc.  and  portfolio  manager  of 
Salomon  Brothers  Capital  Fund  Inc. 
Research  assistant:  Caroline  Davenport. 


"Lead,  follow  or  get  out  of  the 
way"  makes  a  catchy  slogan,  but 
poor  investment  advice.  Indeed, 
some  of  the  most  successful  portfolio 
strategies  are  those  that  put  investors 
directly  in  the  way  of  developing 
trends.  Today  there  is  a  real  opportu- 
nity in  the  clinical  testing  field.  The 
profit  prospects  for  four  compa- 
nies— Corninjf  Inc.  (36),  National 
Health  Laboratories,  Inc.  (20),  Da- 
mon Corp.  (17)  and  Applied  Biosci- 
ence International {\  1 ) — are  directly 
tied  to  this  emerging  growth  area. 

Several  general  trends  make  clinical 
testing  an  interesting  place  to  invest. 
First,  the  population  is  aging.  Second, 
doctors  are  apprehensive  about  the 
threat  of  malpractice  and  the  concern 
makes  them  more  cautious.  Third,  a 
growing  number  of  organizations  are 
moving  to  expand  testing  for  drugs 
among  employees.  Also,  a  range  of 
concerns — from  aids  to  cholesterol — 
is  spurring  demand  by  individuals  for 
blood  tests.  Finally,  there  is  a  tremen- 
dous amount  of  pressure  from  many 
constituencies  to  contain  medical 
costs.  This  means  that  the  medical 
profession  in  general  and  hospitals  in 


particular  must  find  ways  to  reduce 
expenses,  while  pharmaceutical  com- 
panies will  seek  ways  to  limit  the 
escalation  in  drug  prices. 

Three  of  the  four  companies 
named — Corning,  National  Health 
Laboratories  and  Damon — are  in  the 
blood-testing  business.  This  is  a  $26 
billion  business  with  certain  appeal- 
ing characteristics  from  an  invest- 
ment standpoint.  Hospitals  account 
for  about  half  of  the  testing  work  that 
is  now  done;  doctors  account  for 
another  25%  of  the  market.  The  bal- 
ance of  the  business  goes  to  indepen- 
dent laboratories. 

The  labs  operate  in  a  highly  frag- 
mented market:  The  top  five  compa- 
nies account  for  just  14%  of  this  seg- 
ment of  the  market.  There  is  currently 
a  large  amount  of  consolidation  going 
on  among  smaller  lab  operators,  pre- 
cipitated in  part  by  tighter  govern- 
ment safet}'  standards.  The  outcome 
will  be  greater  profit  potential  for  the 
largest  companies  in  the  field.  Thus, 
while  overall  growth  in  demand  for 
blood  testing  is  likely  to  be  10%  to 
12%,  the  largest  labs  may  experience 
growth  of  from  15%  to  20%. 

Smith  Kline  Reecham  is  the  largest 
factor  in  the  blood -testing  business, 
but  the  operation  contributes  a  rela- 
tively small  portion  of  the  company's 
profits.  It  is  not,  therefore,  the  driving 
force  behind  the  stock's  price. 

The  next- largest  player  in  the  mar 
ket  is  Corning,  where  clinical  labs 
testing  both  blood  and  drugs  contrib 
uted  almost  half  of  pretax  profits  last 
year.  Framings  for  the  company  this 
year  are  estimated  at  about  $1 .90  per 
share,  up  from  $1.69  in  1991.  Next 
year,  per-share  profits  should  come 
in  at  $2.25. 

Coming's  stock  price  has  been 
driven  down  by  concerns  over  the 


company's  liability  for  breast  imp 
produced  by  its  Dow- Corning 
venture.  In  my  view  these  fears 
been  overdone.  Selling  at  16  im 
projected  1993  results,  the  stock  is, 
excellent  long-term  value. 

National  Health  Labs  is  the  tl 
largest  company  in  the  blood-tc     ■ 
business.  Until  last  year  the  comp, 
was  owned  by  the  Rexlon  subsidill 
of  MacAndrews  &  Forbes,  which  I 
reduced  its  holding  to  20%  of  | 
firm.  Profits  for  National  Health 
likely  to  grow  at  a  rate  of  close  to  2l 
with  a  little  help  from  stock  buyba(L 
Earnings  could  increase  to  $1.25j 
share  in  1992  and  $1.50  in  1 
compared  widi  $1.05  in  1991. 
stock  sells  at  13.4  times  forecast 
suits  for  1993. 

The  fourth -largest  competito 
blood  testing,  Damon  is  another  1; 
independent    clinical    lab    comp 
with  excellent  growth  prospects.  I 
year  it  reported  profits  of  29  cents , 
share.  This  year  results  could  com 
at  90  cents,  with  $  1 .45  in  prospect . 
1993.  Based  on  1993  projected  p, ^ 
its,  the  stock  trades  at   11.7  d 
earnings. 

Applied  Bioscience  Internation 
focused  entirely  on  the  drug  and  c 
ronmental  testing  businesses,  wit; 
involvement  in  blood  testing.    ,\ 
company  ranks  second  behind  CL 
ning  in  drug  testing.   Managerupr 
anticipates  that  the  combinatio|jt( 
higher    research    and    de\'clopi 
spending  by  drug  companies,  ani 
growing  pressure  on  both  drug 
chemical  firms  to  test  their  proi' 
more  extensively  than  they  have  n 
past,  will  spur  strong  growth  ir 
future.  The  company  earned  5 1  ^ 
per  share  in  199 1 .  Profits  could  n 
64  cents  in    1992  and  80  ceni 
1993.  The  shares  trade  at  13.8  oj,„ 
the  1993  number. 

What  about  the  possibility  th.i 
government   will    change    its   i 
bursement  policies  and  reduce 
ments  for  various  types  of  blood  i 
While  this  would  create  some  s 
term  concerns,  the  need  for  u 
will  not  be  diminished.  More  in 
tant,  a  reduced  amount  of  go 
ment  funds  would  most  probabi 
pressure  on  the  least  efiicient,  sm 
firms,  thereby  speeding  up  the 
solidation  process  that  is  ahead 
der  way  in  this  business. 
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ii  Australian  dollar  is  known  as  the 
l|;style  currency."  I  would  rather  be  short 
iji  long  something  known  by  that  description. 

oing  down 
ovm  Under^ 


dt  J.  Krieger  is  managing  director 
urrency  Advisors,  Inc.,  a  foreign  exchange 
lent  management  and  hedging/advisory 
Bed  in  Engiewood  Cliffs,  N.J. 
jthor  of  The  Money  Bazaar. 


NG  THE  RECENT  TURMOIL  in  the 

ncy  markets,  the  Australian  dol- 
^ussie)  has  been  the  one  major 
ncy  left  largely  unscathed  by  vol- 
3rice  movements.  This  relative 
ty  largely  reflects  the  market's 
cupation  with  the  meltdown  of 
kdS,  rather  than  a  careftil  analysis 
:  merits  of  what  some  Australian 
:s  refer  to  as  the  Wizard  of  Oz- 
jronouncements  by  Australian 
tary  authorities. 

>re  than  the  central  banks  of 
of  the  other  G-10  nations,  the 
ve  Bank  of  Australia  is  quick  to 
ot  market  intervention  tech- 
s  to  try  to  halt-  and  reverse  price 
.  But  if  there-is  one  lesson  that 
learned  from  the  developments 
ent  weeks,  it  is  that  central  bank 
luncements  and  tactics  will  be 
ssly  rejected  if  the  market  senses 
currency  is  ftmdamentally  mis- 
.  (Remember  U.K.  Chancellor 
nt's  "2.95  stCKling/mark  will 
ended  at  any  cost".>  Sterling  is 
.39  to  the  mark.) 
;  Australian  dollar,  like  many  of 
jher-yielding  European  curren- 
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cies,  has  for  many  years  been  a  popular 
holding  in  global  portfolios  because 
of  its  relatively  high  interest  rates. 
Unfortunately,  short-term  interest 
rates  in  Australia  have  collapsed  from 
14%  to  5.5%  over  recent  years,  as  the 
economy  has  performed  anemically. 
This  sharp  drop  in  rates  makes  returns 
in  short-term  instruments  far  less  at- 
tractive and  could  lead  to  large  port- 
folio shifts  to  other  currencies. 

Australia's  structural  debt  problem 
also  must  be  considered  as  a  potential 
currency  negative,  as  the  country  is 
largely  dependent  on  foreign  capital, 
with  total  foreign  debt  standing  at 
$148.5  billion  (Aussie),  a  staggering 
38.5%  of  GDP. 

A  significant  part  of  the  Australian 
economy  is  commodity  based — met- 
als, wool  and  natural  energy  resources. 
For  the  most  part,  these  industries 
have  suffered  under  severe  deflationary 
pressure*,  and  this  places  an  extra 
strain  on  the  economy  as  it  attempts  to 
move  toward  a  period  of  sustained 
growth.  In  fact,  inflationary  pressures 
in  Australia's  economy  have  subsided 
so  sharply  that  the  Reserve  Bank  of 
Australia  could  easily  lower  interest 
rates  without  rekindling  the  same  in- 
flationary bubble  that  constrained  the 
economy  through  the  late  1980s.  The 
problem  is  that  lower  interest  rates 
would  likely  trigger  a  bout  of  severe 
selling  pressure  on  the  currency. 

During  periods  of  general  global 
financial  instability  like  the  present,  it 
is  easy  to  imagine  a  reassessment  of 
Australian  investment  prospects  in 
which  global  investors  decide  en 
masse  to  liquidate  their  Aussie  hold- 
ings, thereby  unleashing  the  prover- 
bial large  exit  through  a  small  door. 

There  are  several  peculiar  charac- 
teristics about  the  trading  patterns  of 


the  Aussie  that  should  be  considered 
before  taking  a  currency  position. 
First,  the  Australian  dollar  can  be  the 
most  difficult  currency  to  play  be- 
cause its  volatility  is  so  variable,  i.e.,  it 
can  be  incredibly  stable  for  long  peri- 
ods of  time  and  then  suddenly  drop  by 
as  much  as  10%  in  a  matter  of  days. 
When  interest  rates  were  much  high- 
er, this  behavior  was  particularly  debil- 
itating for  market  players,  but  with 
current  interest  rates,  the  negative  car- 
rying costs  of  being  short  the  Aussie 
dollar  are  negligible  against  the  U.S. 
dollar  and  the  yen;  one  actually  earns  a 
hefty  premium  by  owning  European 
currencies  against  the  Aussie. 

The  Australian  dollar  is  aflfection- 
ately  referred  to  by  local  market  partic- 
ipants as  the  "lifestyle  currency."  I 
don't  know  what  the  term  means,  but 
I  would  rather  be  short  than  long 
something  by  that  name. 

My  preferred  way  to  express  market 
views  is  nearly  always  to  use  long 
option  strategies,  since  they  provide 
investors  with  asymmetrical  risk/ 
reward  characteristics:  unlimited  up- 
side and  defined  downside.  The  tim- 
ing for  such  strategies,  however,  is 
quite  tricky.  My  recommendation  is 
the  purchase  on  the  Philadelphia 
Stock  Exchange  of  a  March  66  Aussie 
put  at  a  cost  of  23  ticks,  o^  about 
$125,  on  a  one-lot  (A$50,000)  con- 
tract, including  commissions. 

For  those  readers  who  followed  my 
two  recent  suggested  trade  ideas  on  a 
timely  basis,  I  would  recommend  tak- 
ing profits  on  50%  of  your  positions  at 
current  prices;  the  yen  strangle  has 
increased  from  60  ticks  to  a  price 
of  124,  an  increase  of  107%;  while 
the  sterling/deutsche  mark  put  has 
increased  from  250  ticks  to  1,300, 
an  increase  of  420%.  ^ 
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BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely  vulnerable 
stocks  (rated  8  or 
9)-including  some 
very  famous  names 
-which  I  believe 
IVIARTIN  ZWEIG  could  'take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance 
of  my  key  market  indicators  which 
helped  The  Zweig  Forecast  score 


608.7%  gains,  with  exceptionally  low 

risk,  for  the  12  years  since  Hulbert 

began  monitoring  advisory  services. 

(Past  results  do  not 

guarantee  future 

results.)  Call  today  for 

bonus  Performance 

Ratings  and  gift  book 

($20  retail)  with  your 

Zweig  Forecast  trial. 

Time  is  crucial. 

EXTRA  BONUS 

Three-Month  Trial  $55, 

One  Year  $265.  Visa/MC. 

1-800-535-9649  Ext.  9057, 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


PRESENTATION  EQUIPMENT 


$72 


The  most  advanced  pen  sized 

Laser  Pointer  incredible  Low  Price 

INFINITER  _  OF^Cpc'c 


Don't  Lose  Their  Attention! 

Bright  red  laser  dot  lets  your  audience  focus  on 
your  topic  and  lets  you  direct  tfie  presentation.  Ideal  for 
seminars,  classrooms  and  all  presentations. 


55  Oak  Court.  Danville.  CA  94526 
Tel  510-820-1763   Fax  510-820-8738 


CALL  800-854-6686 


VOICE  MAIL 


LIFE  INSURANCE 


BLAST 


Your  Mes^e  Thru! 

1         VOICE  MAIL 
'>'      TELEMARKETING 
«*tALL  PROCESSING 

Translofrn  your  PC/XT/AT'386  into  a  mullt-ltne  voice  pfo- 
cessing  conmancj  center  Inietligentty  process  yoor 
sales,  inquires  and  messages  Complete  package 

Multi-Line  oce  v^uiioni       $995 

SINGLE  LINE  iBigmOuthI  S29S 

'Oeveioptf'Of M  packjge^  »vaitat)l«i 

VISA— MC—AMEX— COO 
FOR  SALES  OR  INf  OBMATION 

Call:  1-800-947-4884 

CALL    15101  522-3800  •  FAX    '5101  S22  5556 

TALKING  TECHNOLOGY,  INC. 


ii?'i  Aiiwtic  w(  .(lAMin;-  f.t '«>0! 


w= 


$1,000,000 

LIFE  INSURANCE 

Age 

1  Year 
Increase 
Term 

10  Year 

Level 

Term 

Term 

Aqe 

SURVIVOR- 
SHIP 

35 

$600 

$900 

$1,130 

50 

$2,297 

45 

$850 

$1,800 

$2,170 

60 

$5,585 

55 

$1/150 

$4,015 

$5,075 

70 

$13,562 

65 

$4,590 

$10,605 

$13,800 

80 

$32,458 

ANNUAL  PREMIUM 
Underwritten  by  major  life  insurance 
companies  given  highest  ratings  for 
financial  soundness  by  A.M.  Best, 
Standard  &  Poors  and  Moody's. 

Call  for  a  quotation  on  any 

desired  amount.  A  free  written 

confirmation  will  be  mailed  to  you. 

CALL: 

1-800-444-8715  (outside  Mass.) 

1-617-449-6800  (inside  Mass.) 

nNANCIAL  SERVICES  GROUP 

189  Resetvoir  Street 
Needham,  MA  02194 

FbrbesiCapitalistTbol® 


Receive  Value  Line 
for  only  $85  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey  i 
brings  you  the  2000-page  Investors  Reference  Library— Value  Lines  mos 
recent  Ratings  and.Reports  on  1700  stocks  and  the  pracUcal  guide  Hoi 
Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  st  , 
each  week  tor  10  weeks  for  56§:$55.  Available  only  once  every  two  years  t 
aiiy  household.   SPECIAL  BONUS:  With  your  subscription  you  will  also 
receive  Barron's  DICTIONARY  OF  FINANCE  AND  INVESTMENT  TERMS 
Third  Edition  (retail  price  $9.95)— 537  pages  filled  with  over  3,000  defln; 
of  terms  from  stocks  and  bonds,  banking,  corpxjrate  finance,  and  more- 
accordance  with  Federal  income  tax  revisions.  Your  subscripUon  to  Valu 
Une  may  be  tax-deducUble.  Consult  your  tax  advisor.  Send  check  or  moivj 
order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 

CaU  ToU-Free  1-800-833-0046 

(Ext.  2903-Dept.  216F26)  American  Express,  MasterCard  or  Visa. 

24  hours  a  day.  7  days  a  week.  30  day  Money-Back  Guarantee. 

Allow  4  weeks  for  delivery.  NY  residents  add  sales  tax. 

Foreign  rates  upon  request. 

The  Value  Line  Investment  Survey* 

711  3rd  Avenue 
ISfY.  NY  10017-4064 


EXECUTIVE  GIFTS 


CLASSIC  AIRCRAF" 


GRAND  CHOCOLATE 
PIZZA  T. 

Corporate  Gift  Giving 
At  its  Best  from  Beverly  Hills 

Next  Day  Gift-Wrapped  Delivery  Available 
Call  For  FREE  BROCHURE. 

(800)475-R.S.V.P. 


THE  ULTIMATE  AIRCRAF 

Raymond  Salisbury-Jones,  sor 
late  Sir  Guy.  Marshal  of  ttie  Dip 
Corps,  now  offers  the  leading  t 
personal/corporate  distinction  T^ 
known  De  Havilland  Dove.  Pano 
sion.  Luxuriously  appointed  F 
conservative  ministers  in  April 
Election  Call  John  Spencer  44 
4886  FAX  44  71  834  6405. 


BUSINESS  OPPORTUNITIES 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  MaruMaclurJRg  lo  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 

GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


CHARITABLE  CONTRIBl 


Need  a  tax  deductioij 

Want  to  make  a  gift.'  Growi 
progressive,  private  Texas  !~ 
lege  willing  to  accept  i 
gifts-in-kind,  securities, 
etc.,  for  its  exempt  pur 
such  as  named  scholarship^ 
(817)  556-4731 


exas  !~ 

quail 

es,  (» 

jrposH 


FOR  SALE 

PROFITABLE  PUBLISHING  & 

PRINTING  BUSINESS 

GREAT  PLACE  TO  LIVE 

$3  MILLION 

SEND  NAME  AND 

PHONE  NUMBER  TO: 

P.O.  BOX  146,  KNOXVILLE,  TN  37901 


INCORPORATE  IN  DELAWARE! 

Specialists  in  setting  up  Delaware 
Cdrporalions.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

BW6lu«<r('     Ca«/Wrlte  for  FREE  KIT: 

W^RiVLSfrv       P  O  ^x  *^^^ 
|k*W    ^'    Wilmington,  DE  19899 

\M    htii  800-321-CORP. 302-662-6532 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 


WE  BUY  DIAMO 


Call  or  fax  GIA  in 
for  cash  offer 
-Any  quantity! 

HOUSE  OF  ON\ 

1  Main  St.,  Greenville,  K^ 

800  )  626-8352  or  FAX  502  + 


EDUCATIONAL  SERV 


FREE  VII) 


EXTERNAL  DEC 

BA/BS  MS/MBA  Ph' 

{  rcdil  lot  wnrk     lilr  i'\|)   • 

(8(MH759-(MMK'?i;Xr6<i 

LaSalle  Univek 

)ppl.  h7  Mjndrvillr.  I  A  '(M    ■ 


ART  AUCTIONS 


WINE  CELLARS 


Superior  Galleries 
November,  1992  Auctions 


C...     t 

>-  */;■:■ 


Nov.  5 

l^nimation 
Art 


Nov.  6 

Rock 
Memorabilia 


Nov.  7 

Manuscripts 


Call  for  catalog  information. 
Superior  Galleries 

i  9478  W.  Olympic  Boulevard,  Beverly  Hills,  CA  90212 
))  203-9855  -(SOO)  421-0754  .FAX  (310)  203-0496 


FINE  ARTS 


IREDALI 
PRINTS 

ou  (xwn,  or  are  considering 
ase  of  a  Salvador  Dali  print... 

lusive  catalofjue  features  tull-coKir 
of  more  than  400  signed,  limited- 
Salvador  Dali  prints  —  each  fully 
ited  by  Albert  Field  and  guaran- 
lentic  .  For  additional  information 
lis  retrospec- 
alogue  and  a 
of  The  Sal- 
ili  Collectors 
rter  (a  $10 
all  800-643- 
'mail  this  ac 
ir  name,  ad- 
d  telephone 
to  DALI  542 
Drive,   Pa-    „    .,  ,    ,    ,,,„,, 

i.       J         V->  A        The  Salvador  l}(tii  Cinlfi 
lisades,    CA.      ,„r,   Newstemr.    $60.    i 


GAMES 


Winning 
Idea! 

32  Color  Pages 

of  Great 
Gaming  Gifts. 

^^  gaming  products,  including 
Ailrick's  famous  library  of  instruc- 

leos  and  books  on  casino  games, 

pd  the  lottery. 


IS,  cards, , 
nachines. 


rds,  games,  desk  accesso- 
lines,  bingo,  poker,  and 
tducts,  unique  jewelcj'  &  ap- 
is-something  for  everyone! 


;italo2     ■'"''"  ''ii'i'il^  <  i'li'l'it: 
-   -f/\.^  I'()H()\2X'> 

""-TUl?    Shi.rl  Mills.  \.ni7()7S 


EXECUTIVE  GIFTS 


of  pyritized  coprolites 


7ered 

«PqTm 

luggets  of  pyritized  coproi 
llion  years  old.  Numbered  au- 

bn.  Great  all-occasion  gift.  $24 

)-346i  or  MJM-F 
Tuscaloosa,  AL    35403-2150. 


EXECUTIVE  GIFTS 


StL  Behold 

^Ji^^^    THl  HI  1  FY 


One  has  been  eaten  by  an  elephant- 
three  times;  others  have  sailed  in  Amer- 
ca's  Cup,  and  gone  to  war  with  the  Canadians  in  the 
Gulf.  Acknowledged  the  world's  best  outdoor 
hat,  the  Tilley'  floats,  ties  on,  repels  rain, 
won't  shrink  and  lasts. 

Natural-coloured,  strong,  soft,  USA-lrealed, 
cotton  duck  blocks  UVA  &  B  radiation.  British 
brass  hardware.  Sewn  with  care  in  Canada.  Four- 
page  Owner's  Manual.  Every  size.  $45;  $3  s/h. 

Free  but  priceless  64-page  catalogue  of  the 
world's  best  travel  and  adventure  clothing. 
(Sir  Edmund  Hillary:  "I  wear  it;  it's  jolly  good 
stuff")   Refund?    Anytime. 

lillq^  EnduraUes  isoo  338  2797 

3525  Seneca  St. ,  West  Seneca,  NY  14224 


yniDUE  siBres  in  iDronio,  UancMur,  Mnnlreal 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

•  Forward-tilt 
tea  1 11  re 

•  Adju.stabje 
neck  rest 

•  Built-in  adjustatile 
lumbar  .support 

Tofil  indiiidnah  from  5'2"  up  to  6'6". 


BackSaver  ^^^u  1-800-251 2225 

■     l;i\  U  hrs.  1  Slid  '4fV')WW 


53.|effrty  .\vt..  FME.  HolliMoii.  M.\  111746 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS      . «.     . 


•  16"  to  22"  models  are  bond- 
crofted  from  solid  mohogony  with 
hondpoinled  moHtings  and  details 

•  Over  160  models  in  stock 

•  Priced  from  $99,50 

•  Sotisloction  gooronteed 

Call  1-800-950-9944 


iPA€iiriic 


WOlU'SliADINGIWniS 

OfRNE 

tnOKUI/TVUS 

ScoHsdoltAjrpoA.W  85260 
(602)991-1811    — -    ^e 


WINE  CELLARS 


28  HANDMADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦  MAbE  in  u  s  a 

^  FACTORY  DIRECT  TO  YOU '"''^-^scovir'' 


km 


MODEL 

DESCRIPTION 

APPRX  CAPACITY       l^^^_ 

YOUR 
COST 

440 

Upright 

400                   S2495 

$1695 

700 

Upright 

600                     2995 

1995 

296 

Credenza 

280                    2695 

1795 

114 

Compact 

114                     1395 

995 

230 

Two  Doors 

230                     1795 

1195 

700FUR 

Fur  Vault 

8  to  10  Furs               2995 

1995 

700HH 

His  and  Hers 

300  bottles  4/5  Furs        3995 

2995 

Designers'  non  wood  model  60  bottle  glass  door  8W 

659 

VinOtemp  Int'l  *  134  W  131st  St  (PO  box  6161E)  ♦  Los  Angeles.  CA  90061 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  2i3/7i9-95i8 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS.  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


CORPORATE  ITEMS 


Free  Shirt/Free  Logo 


Before  we  custom  embroider  your  logo  on  our  great  quality,  100%  cotton, 
American  Made  polo  shirt,  we'll  give  you  one  to  wear-test,  and  make  up 
your  logo,  tree.  Try  our  shirt,  see  your  logo.  Find  out  for  yourself  why  our 
shirt  with  your  logt)  is  better  than  Lacoste  iir  Ralph  Lauren.  Minimum 
order  just  12  shirts.  Free  shipping  tor  international  orders.  More  Into?  Call 

1-800-847-4478         (Fax  1'718'782'4614) 

The  Queensboro  Shirt  Company 

Dept  F30,  80  N  5th  St,  Greenpoint,  NY  11211 


REPLICA  SCULPTURE 


ARGOYLES 

■J  were  created  to  ward  off 
^fl  evil.  Our  detailed  replicas  of 

medieval  originals  are  handcast  by 

skilled  artisans. 

Free  Gargoyle 

Brochure,  or 

Color  Catalogue 

of  reproduction 

sculpture  and 

architectural  artifacts,  >^ 

$5.00. 

design  TOSCANO 

IS  E.  Campbell  St,  Dept  246 
Arlington  Hgts,  IL  60005 

1-800-525-0733,  ext246 


MAIL  ORDER  FRUIT 


HISTORICAL  REPRODUCTIONS 


Hiking  Staffs  fy 
Walking  Sticks 

True  replicas  of  19tli 
century  designs  recre- 
ated by  master  Turner, 
Albert  Fromberger.  Ash 
shafts,  cast  iron  tips.  Si 
finials  of  Black  Cherry, 
Tulip  Tree,  Sugar 
Maple  or  Walnut.  12 
great  looking,  durable 
models,  each  ideal  for 
walkers,  hikers,  birders,  and  fly  fishing. 
FREE  Illustrated  Brochure. 

The  Poestenkill  Hiking  Staff  IMfg.  Co. 

Bo«JOO-F,  PocstoiMII,  NY  12140 


Give  The  Taste 

of 
Florida  Sunsliine 


specializing  it.  Personal 
and  Corporate  Gifts 

■  Jumbo  Navel  Oranges 

■  Sweet  Ruby  Red  Grapefruit 
Shipped  directly  from  our  packing- 
fiouse  in  St.  Lucie  County,  the 
heart  of  Florida's  famous  Indian 
River  citrus  district. 

Free  Color  Catalogue 
1-800-327-8640 

Driftwood  Fruit  Co. 

P.O.  Box  3502-F 
Vero  Beach,  FL  32964 
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Is  the  worst  behind  us^ 

Thk  MARKET'S  sclloff  in  late  Septem- 
ber and  early  October  has  Wall  Street 
buzzing  that  a  major  correction  is 
under  way.  But  tliose  fears  may  be 
exaggerated,  says  technical  analyst 
Robert  Ritter  of  New  York's  Laden- 
berg,  Thalmann  &  Co. 

Oct.  5,  says  Ritter,  could  have  been 
the  worst  of  it.  That  day  the  Dow  fell 
104  points  intraday,  making  a  new 
low  for  the  year,  but  later  rallied  to 
close  down  only  22  points,  at  3179. 
Technicians  call  what  happened  Oct. 
5  a  "classic  reversal  day." 

The  action  on  Oct.  5  also  was 
promising,  says  Ritter,  because  the 
leading  market  indexes — the  s&p  500, 
the  New  York  Stock  Exchange  Com- 
posite and  the  Nasdaq  Composite — 
all  finished  above  their  yearly  lows.  He 
thinks  there's  a  good  chance  these 
broad  indexes  will  test  their  1992 
highs  before  the  year  is  over. 

Before  the  market  can  start  looking 
for  a  new  bottom,  Ritter  goes  on,  it 
must  first  have  made  a  top.  And  the 
signs  of  a  top,  he  notes,  are  not  in 
evidence.  Interest  rates  are  still  low 
and  not  climbing.  Mutual  fiinds  are 
still  nearly  10%  in  cash.  At  tops,  it's 
usually  just  5%  or  6%.  Moreover,  at 
tops  an  absolute  majority  of  investors, 
say  60%,  are  bulls.  Recent  surveys  put 
the  bulls  in  the  minority — at  40%. 

Ritter's  final  observation:  Al- 
though market  patterns  are  generally 
positive  during  presidential  election 
years,  the  market  has  sometimes 
stumbled  in  October.  Two  recent 
cases:  1960  and  1976,  when  Demo- 
crats won  the  White  House.  But  both 
times  the  market  rallied  and  went  on 
to  new  highs  for  the  year.  Worth 
keeping  in  mind  as  you  mull  over  the 
presidential  candidates'  debates. 

Barely  nicked  by  Iniki 

The  WINDS  of  recession  have  soundly 
buffeted  $721  million  (sales)  Alexan- 
der &  Baldwin  Inc.  Shipping  traffic  is 
down  at  its  Matson  Navigation  sub- 
sidiary, the  principal  ocean  carrier  op- 
erating between  Hawaii  and  the  U.S. 
Pacific  Coast.  The  Honolulu-based 
company  also  is  one  of  the  islands' 
leading  property  developers;  home 
sales  are  weak.  And  it's  in  agriculture, 
mainly  sugar  production,  where 
prices  have  softened.  Reflecting  these 


problems,  since  last  winter  Alexander 
&  Baldwin's  o-t-c  stock  has  dropped 
from  3OV2  to  a  recent  22. 

But  if  the  recession  hasn't  spared 
Alexander  &  Baldwin,  Hurricane  In- 
iki did.  When  the  September  storm 
slammed  the  Hawaiian  island  of  Kau- 
ai, the  company's  operations  there 
escaped  major  damage,  says  Smith 
Barney  analyst  Ronald  Morrow. 


Kauai  after  Iniki 

Alexander  &  Baldwin  was  lucky. 


Destruction  was  minimal  at  Ku- 
kuiula,  a  large  planned  residential  de- 
velopment. On  the  agricultural  side, 
macadamia  trees  were  blown  down  as 
were  some  empty  coffee  bean  silos. 
But  luckily  the  sugar  crop  at  Alexan- 
der &  Baldwin's  McBryde  plantation 
had  already  been  harvested. 

Morrow  thinks  Matson  will  benefit 
from  increased  traffic,  long  term,  as 
Hawaii  rebuilds  in  Iniki's  wake.  He 
estimates  Alexander  &  Baldwin's 
earnings  will  be  down  5%  this  year,  to 
$1.90  a  share,  but  expects  a  recovery 
to  $2.15  in  1993.  Morrow  sees  little 
downside  for  the  stock  from  current 
levels,  and  notes  the  cushion  provided 
by  the  company's  88-cent-a-share 
dividend.  (Recent  yield:  3.9%.) 

Gimme  shelter 

Speaking  of  hurricanes,  $100  million 
(estimated  fiscal  1993  sales)  Cruise 
America  Inc.  had  the  right  merchan- 
dise at  the  right  time.  Based  in  Miami, 
it  runs  a  rental  fleet  of  3,800  recre- 
ational vehicles.  That  makes  Cruise 
America  the  largest  publicly  traded 
company  in  the  business. 

Cruise  America  does  its  strongest 
rental  business  during  the  spring  and 
summer  months.  So  when  Hurricane 


lil 


Andrew  hit  in  late  August  the  comp> 
ny's  offices  around  the  country  wcr 
just  getting  back  a  large  number  t, 
Rvs  from  people  who'd  rented  theif 
for    summer   vacationing.    With 
many  people  in  south  Florida  despc, 
ate  for  shelter,  Cruise  America  rushe! 
most  of  those  RVS  to  the  area.  I 

Result:  During  the  first  three  weelt 
of  September,  Cruise  America  renter 
out  900  RVS  in  Miami's  Dade  Counti 
eight  times  the  number  it  typical 
rents  there  at  that  time  of  year. 

Before     Andrew,     analyst     Pet 
McMuUin  of  Miami-based  Southea 
Research  Partners  estimated  Cruif: 
America's  earnings  could  increase 
much  as  60%,  to  about  60  cents 
share,  in  the  fiscal  year  ending  ne 
Apr.  30.  He  now  says  his  estimate  mJ 
be  too  conservative.  As  for  Crui 
America's  Amex-listed  stock,  it's  i 
over  40%  since  Andrew.  Still,  at 
recent  SVi  it  sells  for  just  nine  timf 
McMullin's  estimate.  He  thinks  t"' 
stock  can  hit  8  in  the  next  six  mont 

But  there's  a  major  caveat:    1 
stock  is  very  thinly  traded.  There 
only  5.5  million  shares.  Robert  Sm 
ley  Sr.,  the  former  Hertz  chief  exc\ 
tive  who  founded  Cruise  America  , 
1972,  controls  37%.  Interstate  Prof 
erties  owns  12%.  Float:  a  thin 

million  shares.  -RiVA  An 

to 

Zeroing  in  on  Zero 

Los    ANGELES-based     Zero    Co? 
makes  cases,  cabinets  and  cooli 
equipment  for  the  electronics  indij 
try,  and  cargo  enclosures  for  the  I 
freight  and  baggage  industries.  Pre 
low- tech  stuff.  Thanks  to  the  rcc 
sion,  earnings  per  share  were  just 
cents  for  the  fiscal  year  ended 
March,  down  from  a  peak  of  $1 .0- 
1989-90.  Over  the  last  two  yc. 
sales  also  have  dropped,  from  $1 
million  to  $160  million.  (F^stim;i 
sales  for  the  current  fiscal  year,  1 
$155  million.)  As  for  the  nyse  sto 
at  a  recent  lOVs,  it's  trading  close  t( 
price  in  1983. 

But  analyst  Donald  Zwyer  of  S 
mon  Brothers  thinks  Zero's  nunil 
arc  about  to  turn  up.  He  points 
that  Zero  relocated  two  major  pi 
from  relatively  high-cost  souti 
California  to  a  new  300,000-sqii 
foot  facility  in  North  Salt  Lake  ( 
Utah.  It  also  consolidated  its  01 
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ornia  facilities  from  five  plants 
three.  These  moves,  says  Zwyer, 
Id  improve  operating  margins  by 
g  millions  of  dollars  a  year  in 
;ed  production  costs  and  im- 
id  manufacturing  efficiencies, 
/yer  estimates  Zero  will  earn  70 
a  share  in  the  current  fiscal  year, 
ig  Mar.  31, 1993,  and  is  looking 
II  a  share  the  following  year. 
:r  expects  the  stock  to  reach  15 
the  next  12  months. 


per 

IE  mid- Eighties  GenCorp  Inc., 
id  General  Tire  &  Rubber  Co., 
ut  of  tires,  broadcasting,  soft: 
bottiing  and  rko  Pictures.  To- 
he  $2  billion  (estimated  1992 
company,  based  in  Fairlawn, 
,  is  in  just  three  areas.  The  aero- 
and  defense  business  makes 
t  engines,  electronics  and  ord- 
,  and  accounts  for  around  half  of 
nd  profits.  GenCorp  also  makes 
ler  products,  including  fabricat- 
lastics,  latex  and  tennis  balls. 
Ily,  there's  a  moneylosing  auto- 
c  business,  which  makes  sealing 
ns,  suspension  components  and 
>rced  plastic  panels, 
ween  1987  and  1990  Gen- 
s  NYSE  Stock  crashed  from  40  to 
)usiness  deteriorated.  But  from 
?90  through  this  spring  it  rallied 
and  change.  Alas,  the  stock  has 
again,  to  a  recent  10,  on  fears 
lilitary  cutbacks  will  hurt  Gen- 
s  earnings. 

:  analyst  Jerry  Herman,  of 
er  Securities,  thinks  the  selling 
een  overdone.  On  the  defense 
he  notes  GenCorp's  diversity, 
's  also  terrific  leverage  on  the 
otive  side,  since  it  supplies  to 
successfiil  light  truck  pro- 
And  this  spring  GenCorp  refi- 
its  long-tern3  debt  (some  60% 
ital),  in  part,- by  selling  $100 

of  convertible  debentures. 

man    predicts    GenCorp    will 

1.15a  share,  ftilly  diluted,  in  the 

ear  ending  Nov.  30,  and  $1 .40 

ar.  If  so,  the  stock  sells  for  just 

s  likely  1993  earnings.  It  also 

r  less  than  3  times  Herman's 

3  cash  flow  estimates.  Finally, 

s  GenCorp's  rich,  60-cent  divi- 

Recent  yield:  6%.  There  are  39 

fiilly  diluted  shares.  ^M 

I  October  26,  1992 
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ERTISERS 

't  miss  an  ideal  opportunity  to  showcase  your  area  to 
rica's  influential  and  responsive  business  leaders 

ISSUE  DATE:  DECEMBER  21, 1992 

FORBES'  low-cost,  high-response  Area  Development  Guide 
section  will  effectively  deliver  your  area's  advertising  message 
to  4.1  million  readers.* 

A  bonus  to  area  development  advertisers:  the  section  will  appear 
in  the  same  issue  as  our  "Rebuilding  America"  supplement,  a  special 
report  to  management  focusing  on  the  issues  to  be  discussed  at  the 
upcoming  FORBES  conference  on  America's  infrastructure  projects 
and  private/public  partnerships.  That  project  is  being  created  in  part- 
nership with  the  National  Association  of  State  Development  Agencies 
(NASD A),  the  Edison  Electric  Institute  and  the  U.S.  Conference  of 
Mayors.  The  special  report  will  attract  the  attention  of  influential  busi- 
ness leaders  nationwide. 

CALL  NOW  FOR  DETAILS! 

•1992  Spring  MRi  Virginia  Carroll  at  212-620-2339 
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FIDELITY  EQUITY-INCOME  II 


America's  Top  Performing 
Equity  Income  Fund 


Fidelity  Equity-Income  II  Fund  was 

ranked  the  #1  equity  income  fund  for  the  year 
ended  June  30, 1992. '  This  no-load  Fund  pur- 
chases stocks  that  offer  growth  potential  with  an 
income  cushion  of  dividends.  Remember  that 
greater  returns  can  also  mean  greater  risk  and 
investors  should  realize  that  Equity-Income  II's 
share  price  and  return  will  fluctuate. 

Start  with  $2,500,  just  $500  for  IRAs. 

1-800-544-8888 


Average  Annual 
Total  Returns*  as 
of  June  30, 1992 


26h86 


% 


lYear 


31.38 

Life  of  Fund 
8/21/90-6/30/92 


% 


FMeHiy^^  Investments' 


2r 

'According  to  Lipper  Analytical  Services,  Equity-Income  II  ranked  #1  out  of  71  equity  income  funds.  *Total  returns 
include  change  in  share  price  and  reinvestment  of  dividends  and  capital  gains.  You  may  have  a  gain  or  loss  when  you 
sell  your  rhares.  Past  performance  is  no  guarantee  of  future  results.  For  a  free  fact  kit  containing  a  current  Fund  pro- 
spectus witii  more  complete  information,  including  management  fees  and  expenses,  please  call.  Read  it  carefullv 
before  you  invest  or  send  money.  Fidelity  Distributors  Corporation.  CODE:  FORB/EII/102692 


This  recent  survey  shows  where  children  from 
America  rank  academically  in  the  world.  Actually,  rank 
is  a  good  word  to  describe  the  situation.  Fourteen  nations 
boast  smarter  13-year-olds  than  the  United  States. 

Meanwhile  our  government  continues  to  dole  out  bil- 
lions of  dollars  in  military  aid  to  countries  that  our 
under-educated  children  can't  find  on  a  map.  If  you're 
not  scared,  you  should  be.  This  is  the  future  of  our 
country.  A  country 
already  struggling 
to  keep  ahead  of  for- 
eign competition. 

But  school  isn't 
the  only  area  in 
which  our  kids  are 
deficient.  They're 
falling  behind  in 
other  areas  of  child 
development,  too, 
as  these  statistics 
point  out. 


IT'S  1332- 

DO  YOU  KNOW 


CHILDREN  ARE? 


-  One  in  five  Amer- 
ican children  lives 
below  the  official 
poverty  level.  (The 
majority  are  from 
rural  and  suburban 
communities.) 

-  29  percent  of 
American  children 
have  no  private 
health  insurance. 

-  In  immunizing  in- 
fants against  polio, 
the  United  States 
ranks  behind  16 
other  nations- 
including  Mexico. 

-  23  nations  have 
lower  infant  mor- 
tality rates  than  the 
United  States. 

-  Approximately 
2.5  million  Ameri- 
can children  were 
reported  abused  or 
neglected  last  year. 

Believe  it  or  not, 
however,  there  is  some  good  news  in  all  of  this.  We  can 
do  something  about  it;  there  is  a  way  to  get  our  kids 
back  on  track.  And  it  starts  by  adopting  a  plan  devised 
by  the  Children's  Defense  Rind.  One  that  ensures  every 
child  a  Healthy  Start,  a  Head  Start  and  a  Fair  Start. 


L  A  Healthy  Start.  Children  need  basic  health  care 
grow  into  healthy,  productive  adults.  Yet  many  familiii 
simply  cannot  afford  it.  Congress  has  voted  to  ext( 
health  care  to  all  poor  children  by  the  year  2002.  h\, 
what  about  those  who  get  sick  in  the  meantime?  Clear!) 
these  children  cannot  wait  for  basic  health  care.  o 
2.  A  Head  Start.  Quality  preschools,  child  care  a,t^ 
Head  Start*^programs  give  children  a  tremendous  boo 

in  school.  The  pre^ 
ident  and  Congre 
already  have  i 
pressed  support  1. 
these  programs.  N( ,: 
they  must  put  the ; 
money  where  th*  3 
mouths  are.  Ont 
by  getting  childr " 
ready  for  school  c  ^ 
we  begin  to  achie 
other  national  ec 
cation  goals. 
3.AF^rStart.P(F 
children  need  a  k 
playing  field  to  s  | 
ceed.  Should  we  ' 
the  only  industr 
ized  nation  not 
ensure  familie 
minimum  level; 
economic  securit 
We  can,  through  j( 
refundable  tax  cr 
its  for  families  w, 
children  and  stro 
er  enforcement 
child  support  la 
All  told,  the 
investments  v\? 
prevent  thousai 
of  child  deaths  i 
save  millions  of 
lars  in  later  medi 
education  and  v 
fare  costs.  We  c 
not  afford  not 
make  these  inv 
ments.  For  '92. 
must  commii 
putting  children  first.  And,  at  the  very  least,  guai , , 
tee  every  child  a  Healthy  Start,  a  Head  Start  and  a  J 
Start.  After  all,  if  we  don't  get  behind  our  kids, 
kids  will  get  behind  everyone  else.  To  join  ouro 
paign  to  Leave  No  Child  Behind,  call  1-800-CDF-l^ 


Kids  can't  vote.  But  you  can.  THE  CHILDREN'S  DEFENSE  FUND 
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hings change. . ." 
ago  in  Forbes 

sueofOct.28,  1922) 
jiiily  budget  is  now  built, 
Dd  of  the  purchase  of  a  car, 
3nthly  automobile  install- 
jed  for  out  of  income  just 
any  other  fixed  charge." 

I  Lasker  of  the  U.S.  Ship- 
painted  a  sorry  picture  of 
f  President  Harding's  or- 
the  sale  of  intoxicating 
)ard  all  ships  flying  the 
ag  and  prohibiting  vessels 
tions  bringing  liquors  in- 
ee-mile  limit.  Mr.  Lasker 
at  all  foreign  ships  would 
o  evade  the  law.  ..." 


Seven  days  later  it  was  back  in  Akron. 
"Today  it  would  be  a  poor  truck 
that  could  not  make  the  same  round 
trip  in  three  days,  less  than  one-tenth 
the  time  necessary  15  years  ago." 
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ago 

SUE  OF  Nov.  1, 1932) 
)perations  have  begun  in 
n  the  port  of  New  York, 
ry  service  went  into  oper- 
d  the  beginning  of  the  past 
is  for  this  move  have  been 
or  some  time  past,  and  the 
)w  has  several  ships  each  of 
irry  a  freight  train  one  mile 
twise  service." 

ars  ago  last  April,  a  motor 
3ed  with  brand  new  pneu- 
at  that  time  a  novelty  in 
oiled  proudly  out  of  Ak- 
Boston- bound.  Twenty- 
ater,  after  surmounting 
ilties,  it  reached  Boston. 


Macy's  Treasurer  Beardsley  RumI  was 
the  father  of  the  withholding  tax. 


"Beardsley  Ruml  [is]  chairman  of 
the  Federal  Reserve  Bank  of  New 
York,  treasurer  of  R.H.  Macy  &  Co., 
adviser  to  the  National  Resources 
Planning  Board,  and  is  active  in  the 
affairs  of  a  number  of  other  institu- 
tions. .  .  .  But  that  isn't  why  you  have 
heard  about  him.  It's  because  he  is  the 
author  of  the  Ruml  'Pay-As-You-Go' 
plan.  This  plan  would  put  income  tax 
payments  on  a  current  basis,  and  you 
would  be  payisg  taxes  on  income  as 
you  earn  the  income.  ..." 


ID^WORLD 

tandest  travel  adventure 

NOW  ONLY 

*749' 

FIRST  CLASS 


Ihi  would  be  sensible  today,  but  not  the  price  tag. 


25  years  ago 

(From  THE  ISSUE  OF  Nov.  1,  1957) 
"The  completion  last  week  of  the 
$100  million  financing — supposedly 
the  largest  of  its  kind — of  the  Transal- 
pine Pipeline  is  another  demonstra- 
tion of  the  depth  of  the  Euro-bond 
market.  Eluro-bonds  are  sold  to  non- 
Americans  abroad  for  dollars  that 
have  technically  (many  are  still  in  U.S. 
financial  institutions)  left  the  U.S. 
Consequently,  the  balance -of- pay- 
ments problem  isn't  worsened." 

"Increases  in  livestock  and  crop 
prices  last  year  boosted  the  cost  of 
farm  land  more  than  8%  throughout 
the  U.S.  Leading  the  nation  was  the 
Corn  Belt,  where  better  prices  for 
corn  and  soybeans  pushed  land  values 
up  from  10%  to  13%." 

10  years  ago 

(From  the  issue  of  Oct.  25, 1982) 


• 


DeKalb  bosses  look  for  a  way  through 
the  hybrid  corn  jungle. 


"In  1972  DeKalb  AgResearch  Inc. 
was  running  neck-and-neck  with  its 
chief  rival,  Pioneer  Hi-Bred  Interna- 
tional Inc.,  at  23%  of  the  highly  com- 
petitive seed  corn  market.  And  De- 
Kalb looked  like  the  stronger  of  th/ 
two  companies.  [But  these  days]  Pio- 
neer, which  stuck  to  the  seed  busi- 
ness, has  36%  of  the  $1  billion  hybrid 
corn  market,  while  DeKalb  is  down  to 
about  9%." 

"The  single -income  family  has  been 
priced  out  of  the  housing  market  by 
high  interest  rates  and  monthly  pay- 
ments. That  is  the  grim  conclusion  of 
a  new  survey  by  the  Federal  National 
Mortgage  Association.  ..."  ^M 
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The  ultimate  in  futility 
is  owning  "important^' 
jewelry.  Insurers  often 
insist  on  the  wearing  of 
paste  replicas  because 
necks  with  real  rocks  around 
'em  risk  wrin£iin£[. 

It's  very  flattering  to 
ask  others  about  matters 
they're  little  qualified 
to  discuss. 

Tou're  fortunate  when  you 
can  afford  to  be  virtuous. 

When  it's  your  own  fault, 
things  hurt  worse  than 
when  someone  else  is 
to  blame. 

Things  there  are  no 
solution  to:  Inflation, 
bureaucracy  &  dandruff . 

-Malcolm  Forbes 


A  Text... 

For  whosoever  hath,  to 
him  shall  be  given,  and 
he  shall  have  more 
abundance;  but  whosoever 
hath  not,  from  him  shall 
be  taken  away  even 
that  he  hath. 
-MATTHEW  13:12 


Sent  in  by  Jordan  S.  Zucker- 
man,  New  York,  N.Y.  What's 
your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to 
senders  of  texts  used. 


Beaut}':  The  adjustment  of 
all  parts  proportionately  so 
that  one  cannot  add  or 
subtract  or  change  without 
impairing  the  harmony 
of  the  whole. 
-Leon  Battista  Alberti 

Beauty:  The  power  by  which 
a  woman  charms  a  lover  and 
terrifies  a  husband. 
-Ambrose  Bierce 

Beaut\'  is  one  of  the  rare 
things  that  do  not  lead 
to  doubt  of  God. 
-Jean  Anouilh 

Where  does  beauty  begin  and 
where  does  it  end?  It  ends 
where  the  artist  begins. 
-John  Cage 

No  one  ever  called  me  pretty 
when  I  was  a  little  girl. 
-Marilyn  Monroe 


Things  are  prett)',  graceful, 
rich,  elegant,  handsome,  but 
until  they  speak  to  the 
imagination,  not  yet  beautifiil. 
-R\LrH  Waldo  Emerson 

If  you  get  simple  beauty, 

and  naught  else. 
You  get  about  the  best 

thing  God  invents. 
-RoBERi  Browning 

There  is  in  true  beaut\',  as 
in  courage,  somewhat  which 
narrow  souls  cannot  dare 
to  admire. 
-William  Congreve 


More  than  9,000  "Thoughts,"  indexed  by  author 

and  subject,  are  available  in  a  three-volume  boxed 

set  at  $49.50  ($19.50  per  volume  if  purchased 

separately).  Also  available,  a  one-volume  edition  of 

over  3,000  "Thoughts."  Price:  $19.50.  Send 

check  and  order  tO:  Forbes  Books,  P.O.  Box  1 1234, 

Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 

New  York  State  and  other  states  where  applicable. 

t 


A  beauty  is  a  woman  you 
notice;  a  charmer  is  one 
who  notices  you. 
-Adlai  Stevenson 

Beaut}'  in  a  good  woman 
is  like  fire  at  a  distance 
or  a  sharp  sword;  the  one 
does  not  burn,  or  the 
other  wound,  those  who 
come  not  too  close. 
-Cervantes 

When  the  candles  are  out, 
all  women  are  fair. 
-Plutarch 

Outstanding  beaut}',  like 
outstanding  gifts  of  any 
kind,  tends  to  get  in  the 
way  of  normal  emotional 
development  and  thus  of 
that  particular  success  in 
life  which  we  call  happiness. 
-Milton  S.\perstein 

There  is  no  excellent  beaut} 
that  hath  not  some 
strangeness  in  the  proportio: 
-Francis  Bacon 

Beauty  is  but  a  vain 

and  doubtfijl  good; 
A  shining  gloss  that 

fadeth  suddenly; 
A  flower  that  dies  when 

first  it  'gins  to  bud; 
A  brittle  glass  that's 

broken  presendy. 

-SHAICESPFj\RE 

Beauty  and  wisdom  arc 
seldom  found  together. 
-Peironius 

Beauty  is  an  ecstasy;  it  is 
as  simple  as  hunger.  There 
is  really  nothing  to  be 
said  about  it. 

-SOMERSEI  MaI'GHAM 

Beauty  is  only  skin  deep, 
and  the  world  is  full  of 
thin  skinned  people. 
-Ric:hard  Armour 
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